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Incependent auditor's report

The Shareholders
Shuaiba Industrial Company K.P.S.C.
State of Kuwait

We have audited the consolidated financial statements of Shuaiba Industrial Company K.P.S.C. ("the Company”) and its
subsidiary (together “the Group”), which comprise the consolidated statement of financial position as at 31 December 2017,
the consolidated statements of profit or loss, other comprehensive income, changes in equity and cash flows for the year
then ended, and notes, comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at 31 December 2017, and its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section
of our report. We are independent of the Group in accordance with International Ethics Standards Board for Accountants Code
of Ethics for Professional Accountants (IESBA Code) and we have fulfilled our other ethical responsibilities in accordance with
the IESBA Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current year. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.
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Revenue recognition

- See Note 3(l) to the consolidated financial statements.

| The key audit matter

' Revenues from sale of goods are recognised when the
significant risks and rewards of ownership have been
transferred to the buyer. The Group has both local and export
sales and the rnisk and rewards transferred to the buyer
depends on the shipping and delivery terms, which increases
the level of sensitivity to errors.

Further, revenue is one of the key performance indicators of
the Group, and therefore there is an inherent risk of

improper cut-off or manual adjustments.

How the matter was addressed in our auadin

Our audit procedures included, amongst others, assessing |
the appropriateness of the Group's accounting policies for
revenue recognition and assessing the compliance of those
policies with IFRS.

We tested the design and implementation and on a sample
basis, the operating effectiveness of the Group's controls

| around sales process and the correct iming of the Group's

e = | recognition of revenue.
manipulation of the timing of recognition of revenue through |

We performed cut-off procedures over sales transactions that
were taken place before and after the yearend to ensure that
revenue was recognised in the correct period, by examining

| the relevant supporting documents including customer

orders, invoices, shipping documents and/or bills of lading |
and requisite approvals.

~ We inspected whether there are any manual journal entries

passed relating to revenue accounts, the underlying

| documents and rationale for the same.

In addition, we confirmed certain customers’ receivable
balances at the balance sheet date selected on a sample
basis by considering the amount, nature and characteristics
of those customers.

Other Matter - Scope of the Audit

The consolidated financial statements of the Group for the year ended 31 December 2016 were audited by another auditor
who expressed an unmodified opinion of those consolidated financial statements on 12 February 2017.

Other Information

Management is responsible for the other information. The other information comprises the information included in the
Group's annual report, other than the consolidated financial statements and our auditor’s report thereon. Prior to the date of
this auditor’s report, we obtained the Board of Directors report which forms part of the annual report and the remaining
sections of the annual report are expected to be made available to us after that date.

Our opinion on the consolidated financial statements does not cover the other information and we do not express and will

not express any form of assurance conclusion thereon.
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In connection with our audit of the consolidated financial statements, our responsibility 1s to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed on the other information that we have obtained prior to the date of this auditor’s
report, we conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance
with IFRS, and for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group's ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting
unless management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism
throughout the audit. We also:

- Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's internal
control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.

- Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt
on the Group's ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’'s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to madify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Group to cease to continue as a going
concern.

- Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.
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- Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within
the Group to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and communicate with them all relationships and other matters that may reasonably be thought to
bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consclidated financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory Requirements

We further report that we have obtained the information and explanations that we required for the purpose of our audit and
the consolidated financial statements include the information required by the Companies Law No. 1 of 20186, as amended,
and its Executive Regulations and the Company’'s Memarandum and Articles of Association, as amended. In our opinion,
proper books of account have been kept by the Company, an inventory count was carried out in accordance with recognized
procedures and the accounting information given in the hoard of directors’ report agrees with the books of accounts of the
Company. We have not become aware of any violations of the provisions of the Companies Law No. 1 of 2016, as amended,
and its Executive Regulations, or of the Company’s Memorandum and Articles of Association, as amended during the year
ended 31 December 2017 that might have had a material effect on the business of the Group or on its consolidated financial
position.

f/‘_lj
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Safi A. Al-Mutawa

License No 138 "A"

of KPMG Safi Al-Mutawa & Partners

Member firm of KPMG International Kuwait: 12 March 2018



Shuaiba Industrial Company K.P.S.C. and its subsidiary

State of Kuwait

Consolidated statement of financial position

as at 31 December 2017

Assets

Property, plant and equipment
Investment in an associate
Total non-current assets

Inventories
Trade and other receivables

Financial assets at fair value through profit or loss

Term deposits

Cash and cash equivalents
Total current assets
Total assets

Equity and liabilities

Equity

Share capital

Share premium

Statutory reserve

Voluntary reserve

Treasury shares

Treasury shares reserve

Foreign currency translation reserve
Retained earnings

Total equity

Liabilities

Employees’ end of service benefits
Non-current portion of term loans
Total non-current liabilities

Current portion of term loans
Trade and other payables
Total current liabilities
Total liabilities

Total equity and liabilities

The accompanying notes form an integral part of these consolidated financial statements.

Saleh Omran Abdullah Kamﬁn\
Chairman

Vice chairman

2017 2016
Note KD KD
4 9,928,073 10,319,933
5 2,556,991 2,561,086
12,485,064 12,881,019
6 4,636,060 2,782,405
7 3,634,708 2,601,270
8 66,118 102,457
9 600,000 1,650,000
10 2,776,342 3,736,731
11,713,228 10,872,863
24,198,292 23,753,882
11 10,069,180 8,055,343
11 2,294,444 2,294,444
12 2,387,708 2,185,527
12 1,827,831 2,094,519
13 (164,740)  (164,740)
471,283 471,283
443,310 566,221
1,699,081 3,334,954
19,028,097 18,837,551
14 749,909 678,162
15 1,299,292 1,685,644
2,049,201 2,363,806
15 386,352 184,000
16 2,734,642 2,368,525
3,120,994 2.552:525
5,170,195 4,916,331
24,198,292 23,753,882

Badef Moldmmad AlQattan



Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Consolidated statement of profit or loss
jor the year ended 31 December 2017

Sales
Cost of sales
Gross profit

Other income

Foreign exchange (loss) / gain

Impairment of property, plant and equipment
Reversal / (charge) of provision for old and obsolete inventories
Reversal / (charge) of provision for doubtful debts
Realised gain on financial assets at fair value through
profit or loss

Unrealised (loss) /gain on financial assets at fair value
through profit or loss

General and administrative expenses

Selling and distribution expenses

Operating profit

Finance costs
Share of results of an associate
Profit before contribution to Kuwait Foundation for the

Advancement of Sciences (“KFAS”), National Labour Support

Tax (“NLST”) , Zakat and Director’s remuneration
KFAS

NLST

Zakat

Directors’ remuneration

Profit for the year

Basic and diluted earnings per share (fils)

Note

NN K

17
18

19

2017 2016

KD KD
15,829,010 14,658,206
(12,315,835)  (10,829,261)
3,513,175 3,828,945
165,316 109,789
(11,462) 16,634

- (62,945)

84,753 (92,591)
9,031 (9.971)

- 24,242
(36,339) 36,821
(820,142) (898,267)
(923,335) (972,154)
1,980,997 1,980,503
(88,739) (54,457)
129,554 72,846
2,021,812 1,998,892
(18,196) (17,990)
(52,349) (52,170)
(20,003) (22,523)
(30,000) (35,000)
1,901,264 1,871,209
19.16 18.86

The accompanying notes form an integral part of these consolidated financial statements.



Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Consolidated statement of comprehensive income
Jor year ended 31 December 2017

2017 2016
KD KD

Profit for the year 1,901,264 1,871,209
Other comprehensive income
Item that may be reclassified subsequently to the consolidated
statement of profit or loss:
Foreign operations - foreign currency translation differences (122911) 73,677
Other comprehensive income for the year (122,911) 73,677
Total comprehensive income for the year 1,778,353 1,944,886

The accompanying notes form an integral part of these consolidated financial statements.
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Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Consolidated statement of cash flows
Jor the year ended 31 December 2017

Note

Cash flows from operating activities
Profit for the year

Adjustments for:

Foreign exchange loss / (gain)

Depreciation

Gain on disposal of property, plant and equipment

Impairment of property, plant and equipment

Share of results of an associate

(Reversal) / charge of provision for old and obsolete inventories
(Reversal) / charge of provision for doubtful debts

Realised gain on financial assets at fair value through profit or
loss

Unrealised loss / (gain) on financial asset at fair value through
profit or loss

Provision for employees’ end of service benefits 14
Finance costs

Finance income

Effect of foreign currency translation

LN

N OV R

Changes in

- Inventories

- Trade and other receivables

- Due to arelated party

- Trade and other payables

Employees’ end of service benefits paid 14
Net cash (used in) / generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment 4
Proceeds on sale of property, plant and equipment

Proceeds from sale of financial assets at fair value through profit

or loss

Term deposits

Finance income

Dividend received from an associate 5
Net cash generated from / (used in) investing activities

Cash flows from financing activities

Net movement in term loans

Dividend paid

Finance costs paid

Net cash used in financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year 10

2017 2016

KD KD
1,901,264 1,871,209
11,462 (16,634)
493911 468,286
(2,107) (199)

- 62,945

(129,554) (72,846)
(84,753) 92,591
(9,031) 9,971

- (24,242)

36,339 (36,821)
85,504 99,476
88,739 54,457
(8,335) (3,610)
(37,661) 18,330
2,345,778 2,522,913
(1,768,902) 1,819,709
(1,024,407) 628,514
- (24,927)

411,585 (322,176)
(13,341) (11,597)
(49,287) 4,612,436
(151,643)  (2,173,652)
2,239 200

. 134,678

1,050,000  (1,550,000)
8,335 3,610
97,587 97,080
1,006,518 (3,488,084)
(184,000) 1,413,644
(1,678,928)  (1,317,099)
(54,692) (54,457)
(1.917,620) 42,088
(960,389) 1,166,440
3,736,731 2,570,291
2,776,342 3,736,731

The accompanying notes form an integral part of this consolidated financial statements.



Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

1.

Reporting entity

Shuaiba Industrial Company K.P.S.C. (“the Company”), is a Public Shareholding Company incorporated
in 1978 under the Laws of the State of Kuwait and is listed on the Boursa Kuwait. The Company’s
commercial registration number is 26799 dated 19 March 2017.

The address of the Company’s registered office is P.O. Box, 10088, Shuaiba 65451, State of Kuwait.

The Company’s objectives are as follows:

e Manufacture paper cement bags for packing of cement and similar products.
o [mport and export material required for the Company’s objectives.

The Company may have interests or participate in any suitable way with entities that engage in similar
business activities or that may help the Company achieve its objectives inside Kuwait and abroad. The
Company may also purchase such entities or affiliate them.

At the Annual General Assembly held on 29 March 2010, the shareholders approved the Group to conduct
its activities in accordance with Islamic Sharia Principles.

The consolidated financial statements comprises the Company, its branch established in Free Trade Zone,
Dubai, U.A.E. and its subsidiary together referred to as (“the Group”).

Country of
Name of the subsidiary incorporation Percentage of ownership Principal activity
2017 2016
Advance Technologies International Commercial
Agencies Company W.L.L. Kuwait 99% 99% agencies

The consolidated financial statements were authorized for issue by the Board of Directors on 7 March 2018,
and they are subject to approval of Shareholders at the next Annual General Assembly meeting. The
Shareholders’ Annual General Assembly has the power to amend these consolidated financial statements

after issuance.

Basis of preparation

a)  Statement of accounting

These consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRS”), the requirements of the Companies Law No. 1 of 2016, as
amended and its Executive Regulations, the Company’s Memorandum and Articles of Association,
as amended, and Ministerial order No.18 of 1990.

b)  Basis of measurement

The consolidated financial statements have been prepared on the historical cost or amortized cost
basis, except for financial assets at fair value through profit or loss which are measured at fair value.

10



Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

c)

d)

€)

Functional and presentation currency

The consolidated financial statements are presented in Kuwait Dinars (“KD”) which is the functional
currency of the Company.

Changes in accounting policies

The Group has adopted the following revised and newly issued IFRS effective for annual periods
beginning on 1 January 2017:

Disclosure initiatives (Amendments to IAS 7)

The amendments require disclosures that enable users of consolidated financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from cash flow
and non-cash changes.

Annual improvements to IFRS 2014-2016 cycle

The annual improvements to IFRS 2014-2016 cycle including amendments to IFRS, which are
summarised below:

IFRS 12: disclosure of interest in other entities

The amendments to IFRS 12 provide additional guidelines to disclose requirements for interest in
other entities also apply to interest that are classified as held for sale or distribution.

Use of estimates and judgments

In preparing these consolidated financial statements, management has made judgements, estimates
and assumptions that affect the application of the Groups accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized prospectively.

Information about judgements, assumptions and estimation uncertainties that have the most
significant effects on the amounts recognised in the consolidated financial statements is included in
the following notes;

¢ Note 3(d) - impairment of financial and non-financial assets.
e Note 3(e) - useful lives of property, plant and equipment.

Measurement of fair values

A number of the Group’s accounting policies and disclosures require the measurement of fair values,
for both financial and non-financial assets and liabilities.

The Group’s management regularly reviews significant unobservable inputs and valuation
adjustments. If third party information, such as broker quotes or pricing services, is used to measure
fair values, then the Group’s management assesses the evidence obtained from the third parties to
support the conclusion that such valuations meet the requirements of IFRS, including the level in the
fair value hierarchy in which such valuations should be classified.

Significant valuation issues are reported to the Group’s audit committee.

11



Shuaiba Industrial Company K.P.S.C. and its subsidiary

State of Kuwait

Notes to the consolidated financial statements
for the year ended 31 December 2017

When measuring the fair value of an asset or a liability, the Group uses market observable data as
far as possible. Fair values are categorised into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows.

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs other than quoted prices included in Level | that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

e Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

3.  Significant accounting policies

Except for changes explained in Note 2(d), the Group has consistently applied the accounting policies set
below to all periods presented in these consolidated financial statements.

a) Basis of consolidation

il.

Business combinations

The Group accounts for business combinations using the acquisition method when control is
transferred to the Group. The consideration transferred in the acquisition is measured at fair
value, as are the identifiable net assets acquired.

Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase is
recognised in profit or loss immediately. Transaction costs are expensed as incurred, except if
related to the issue of debt or equity securities.

The consideration transferred does not include amounts related to the settlement of pre-existing
relationships. Such amounts are generally recognised in profit or loss. Any contingent
consideration payable is measured at fair value at the acquisition date. If the contingent
consideration is classified as equity, then it is not remeasured and settlement is accounted for
within equity. Otherwise, subsequent changes in the fair value of the contingent consideration
are recognised in profit or loss.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.

The financial statements of subsidiaries are included in the consolidated financial statements
from the date on which control commences until the date on which control ceases.

12



Shuaiba Industrial Company K.P.S.C. and its subsidiary

State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

il

iv.

vi.

Non-controlling interests (“NCI")

NCI are measured at their proportionate share of the acquiree’s identifiable net assets at the
acquisition date. Changes in the Group’s interest in a subsidiary that do not result in a loss of
control are accounted for as equity transactions.

Loss of control

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the
subsidiary, and any related NCI and other components of equity. Any resulting gain or loss is
recognised in profit or loss. Any interest retained in the former subsidiary is measured at fair
value when control is lost.

Equity- accounted investees

The Group’s interests in equity-accounted investees comprise interests in associate.

Associates are those entities in which the Group has significant influence, but not control or
joint control, over the financial and operating policies.

Interests in associates is accounted for using the equity method. They are recognised initially
at cost, which includes transaction costs. Subsequent to initial recognition, the consolidated
financial statements include the Group’s share of the profit or loss and other comprehensive
income of equity accounted investees, until the date on which significant influence or joint
control ceases.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from
intra-group transactions, are eliminated. Unrealised gains arising from transactions with equity
accounted investees are eliminated against the investment to the extent of the Group’s interest
in the investee and unrealised losses are eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of impairment.

b)  Foreign currency

i.  Foreign currency translations

Transactions in foreign currency are translated to Kuwaiti Dinars at exchange rates at the date
of the transactions. Monetary assets and liabilities denominated in foreign currencies are
translated into Kuwaiti Dinars at the rates of exchange ruling at the reporting date. The foreign
currency gain or loss on monetary items is recognised in profit or loss.

Non-monetary assets and liabilities denominated in foreign currency, which are stated at
historical cost or amortised cost, are recorded in at the rates of exchange ruling at the date of

the transaction.

ii. Foreign operations

The assets and liabilities of foreign operations are translated into KD at the exchange rates at
the reporting date. The income and expenses of foreign operations are translated into KD at the
exchange rates at the dates of the transactions.

13



Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

c)

Foreign currency differences are recognised in other comprehensive income and accumulated
in the translation reserve, except to the extent that the translation difference is allocated to non
controlling interest.

When a foreign operation is disposed of in its entirety or partially such that control, is lost, the
cumulative amount in the translation reserve related to that foreign operation is reclassified to
profit or loss as part of the gain or loss on disposal. If the Group disposes of part of its interest
in a subsidiary but retains control, then the relevant proportion of the cumulative amount is
reattributed to non controlling interest. When the Group disposes of only part of an associate
while retaining significant influence, the relevant proportion of the cumulative amount is
reclassified to profit or loss.

If the settlement of a monetary item receivable from or payable to a foreign operation is neither
planned nor likely to occur in the foreseeable future, then foreign currency differences arising
from such item form part of the net investment in the foreign operation. Accordingly, such
differences are recognised in other comprehensive income and accumulated in the translation
reserve.

Financial instrument

The Group’s classifies non derivative financial assets into the following categories: loans and
receivables and “financial assets at fair value through profit or loss” (“FVTPL”).

The Group’s financial assets include trade and other receivables, financial assets at fair value through
profit or loss, term deposits and cash and cash equivalents.

The Group classifies non derivative financial liabilities into other financial liabilities category.

The Group’s other financial liabilities include term loans and trade and other payables.

i.  Non-derivative financial assets and financial liabilities — recognition and derecognition

The Group initially recognises loans and receivables on the date when they are originated. All
other financial assets and financial liabilities are initially recognised on the trade date financial
liabilities.

The Group derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in
which substantially all of the risks and rewards of ownership of the financial asset are
transferred, or it neither transfers nor retains substantially all of the risks and rewards of
ownership and does not retain control over the transferred asset. Any interest in such
derecognised financial assets that is created or retained by the Group is recognised as a separate
asset or liability.

The Group derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire.

Financial assets and financial liabilities are offset and the net amount presented in the statement
of financial position when, and only when, the Group has a legal right to offset the amounts and
intends either to settle them on a net basis or to realise the asset and settle the liability
simultaneously.



Shuaiba Industrial Company K.P.S.C. and its subsidiary

State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

ii.

i,

iv.

Non-derivative financial assets — measurement
Financial assets at fair value through profit or loss (“FVTPL")

A financial asset is classified as at FVTPL if it is classified as held for trading or designated as
such on initial recognition. Directly attributable transaction costs are recognized in profit or loss
as incurred. Financial assets at FVTPL are measured at fair value and changes therein, including
any interest or dividend income, are recognized in profit or loss.

Loans and receivables

These assets are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective yield
method.

Cash and cash equivalents

Bank accounts, time deposits with maturities that does not exceed a period of three months from
placement date, cash balance with portfolio manager and cash on hand, are classified as cash
and cash equivalents.

Non-derivative financial liabilities — measurement

Non-derivative financial liabilities are initially recognised at fair value less any directly
attributable transaction costs. Subsequent to initial recognition, these liabilities are measured at
amortised cost using the effective yield method.

Share capital

Ordinary shares

Share capital comprises of ordinary shares and is classified as equity.
Treasury shares

Treasury shares consist of the Company’s own shares that have been issued, subsequently
reacquired by the Company and not yet reissued, sold or cancelled. No gain or loss is recognised
in the consolidated statement of profit or loss on the purchase, sale, issue or cancellation of the
treasury shares. Consideration paid or received is directly recognised in equity. When the
treasury shares are sold, gains are credited to a separate account in shareholders’ equity (treasury
shares reserve) which is not distributable. Any realised losses are charged to the same account
to the extent of the credit balance on that account. Any excess losses are charged to retained
earnings and then to reserves.

Gains realised subsequently on the sale of treasury shares are first used to offset any previously
recorded losses in the order of reserves, retained earnings and treasury shares reserve account,
No cash dividends are paid on these shares. The issue of bonus shares increases the number of
treasury shares proportionately and reduces the average cost per share without affecting the total
cost of treasury shares.
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d) Impairment

i. Non-derivative financial assets

Financial assets not classified as FVTPL, including an interest in an equity- accounted investee,
are assessed at each reporting date to determine whether there is objective evidence of
impairment.

Objective evidence that financial assets are impaired includes:

- Default or delinquency by a debtor;

- Restructuring of an amount due to the Group on terms that the Group would not consider
otherwise;

- Indications that a debtor or issuer will enter bankruptcy;

- Adverse changes in the payment status of borrowers or issuers;

- The disappearance of an active market for a security; or

- Observable data indicating that there is measurable decrease in expected cash flows from a
group of financial assets.

For an investment in an equity security, objective evidence of impairment includes a significant
or prolonged decline in its fair value below its cost. The Group considers a decline of 20% to be
significant and a period of nine months to be prolonged.

Financial assets measured at amortised costs

The Group considers evidence of impairment for these assets at both an individual asset and a
collective level. All individually significant assets are individually assessed for impairment.
Those found not to be impaired are then collectively assessed for any impairment that has been
incurred but not yet individually identified. Assets that are not individually significant are
collectively assessed for impairment. Collective assessment is carried out by grouping together
assets with similar risk characteristics.

In assessing collective impairment, the Group uses historical information on the timing of
recoveries and the amount of loss incurred, and makes an adjustment if current economic and
credit conditions are such that the actual losses are likely to be greater or lesser than suggested
by historical trends.

An impairment loss is calculated as the difference between an asset’s carrying amount and the
present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Losses are recognised in profit or loss and reflected in an allowance account. When
the Company considers that there are no realistic prospects of recovery of the asset, the relevant
amounts are written off. If the amount of impairment loss subsequently decreases and the
decrease can be related objectively to an event occurring after the impairment was recognised,
then the previously recognised impairment loss is reversed through profit or loss.

Equity-accounted investees

An impairment loss in respect of an equity-accounted investee is measured by comparing the
recoverable amount of the investment with its carrying amount. An impairment loss is
recognized in profit or loss, and is reversed if there has been a favourable change in the estimates
used to determine the recoverable amount.
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€)

i

Non-financial assets

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other
than inventories) to determine whether there is any indication of impairment. If any such
indication exists, then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or CGUs. Goodwill arising from a business combination is allocated to CGUs or
groups of CGUs that are expected to benefit from the synergies of the combination.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value
less costs to sell. Value in use is based on the estimated future cash flows, discounted to their
present value using a discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its
recoverable amount.

Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss
is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.

Property, plant and equipment

i

i,

Recognition and measurement

Items of property, plant and equipment are measured at cost, which includes capitalised
borrowing costs, less accumulated depreciation and any accumulated impairment losses.

If significant parts of an item of property, plant and equipment have different useful lives, then
they are accounted for as separate items (major components) of property, plant and equipment.

Capital work-in-progress is stated at cost less impairment losses, if any, until the construction
is complete. Upon the completion of construction, the costs of such asset together with the cost

directly attributable to construction are transferred to the respective class of asset. No
depreciation is charged on capital work in progress.

Any gain or loss on disposal of an item of property, plant and equipment is recognised in
consolidated profit or loss.

Subsequent costs

Subsequent expenditure is capitalised only when it is probable that the future economic benefits
associated with the expenditure will flow to the Group.
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g)

h)

iii. ~ Depreciation

Depreciation is calculated to write off the cost of items of property, plant and equipment less
their estimated residual values using the straight-line method over their estimated useful lives,
and is generally recognised in profit or loss. Depreciation, commences when the assets are
ready for their intended use. Leased assets are depreciated over the shorter of the lease term
and their useful lives unless it is reasonably certain that the Group will obtain ownership by
the end of the lease term. Land is not depreciated.

The estimated useful lives of property, plant and equipment for current and comparative
periods are as follows:

Years
Buildings 5-30
Machinery 5-30
Furniture and fixtures 5
Motor vehicles 5

Depreciation method, useful lives and residual values are reviewed at each reporting date and
adjusted if appropriate.

Inventories

Finished goods are stated at the lower of cost and net realisable value. The cost of finished products
includes direct materials, direct labour and fixed and variable manufacturing overhead and other
costs incurred in bringing inventories to their present location and condition. Net realisable value is
based on the selling price less the estimated cost till completion and sale of inventory.

Spare parts are not intended for resale and are valued at cost after making provision for any old and
obsolete items. Cost is determined on a weighted average basis.

All other inventory items are valued at the lower of purchased cost or net realisable value using the
weighted average method after making provision for old and obsolete stocks. Purchase cost includes
the purchase price, import duties, transportation, handling and other direct costs.

Employee benefits

Employees are entitled to an end of service indemnity payable under the Kuwait Labour Law based
on the employees' accumulated periods of service and latest entitlements of salaries and allowances.

Kuwaiti employees

Pensions and other social benefits for Kuwaiti employees are covered by the Public Institution for
Social Security Scheme, to which employees and employers contribute monthly on a fixed-
percentage-of-salaries basis. The Group’s share of contributions to this scheme, which is a defined
contribution scheme, is charged to income in the year to which they relate.

Provisions

A provision is recognised in the consolidated statement of financial position when the Group has a
legal or constructive obligation as a result of a past event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made of the amount of
the obligation. If the effect is material, provisions are determined by discounting the expected future
cash flows at a rate that reflects current market assessments of the time value of money and, where
appropriate, the risks specific to the liability.
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)

i)

k)

0)

Finance costs

Finance costs primarily comprise interest on the Group’s financing. Finance costs directly attributable
to the acquisition, construction or production of qualifying assets are capitalised during the period of
time that is necessary to complete and prepare the asset for its intended use or sale. Other finance
costs are expensed in the period in which they are incurred and are recognised in the consolidated
statement of profit or loss in the period in which they are incurred.

Dividends

The dividends attributable to shareholders of the Company are recognised as liabilities in the
consolidated financial statements in the period in which the dividends are approved by the Company's
shareholders.

Contingent assets and contingent liabilities

Contingent assets are not recognised in the consolidated financial statements, but are disclosed when
an inflow of economic benefits is probable.

Contingent liabilities are not recognised in the consolidated statement of financial position, but are
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is reduced
for estimated customer returns and other similar allowances.

Revenues from sale of goods are recognised when the significant risks and rewards of ownership
have been transferred to the buyer. These risks and rewards are transferred to the buyer on delivery.

Profit eamed from deposits is recognised on a time proportion basis using the effective yield method.
Gain or loss from sale of investment securities is recognised when the transaction is consummated.

Dividend income from investments is recognised when the shareholder’s right to receive payment
has been established.

Kuwait Foundation for the Advancement of Sciences (“KFAS”)

Contribution towards KFAS is computed at 1% of net profit of the Group after deducting transfers
made to statutory reserve.

National Labour Support Tax (“NLST™)

National Labour Support Tax represents the Company’s liability to pay 2.5% of the net profit to
Kuwait‘s Ministry of Finance under National Labour Support Law No. 19 of 2000.

Zakat

Zakat is computed at 1% of net profit in accordance with the requirements of Law No. 46 of 2006
and charged to the consolidated statement of profit or loss.
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p)

Q)

Borrowing costs

Borrowing costs directly attributable to the construction of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use, are added to the cost
of those assets by applying a capitalisation rate on the expenditure on such assets, until such time as
the assets are substantially ready for their intended use. The capitalisation rate used by the Group is
the weighted average of the borrowing costs applicable to the outstanding borrowings during the
period. Borrowing costs that are not directly attributable to the acquisition, construction, or
production of qualifying assets are recognised in the consolidated statement of profit or loss using
the effective interest method in the period in which they are incurred.

New standards and interpretations not yet adopted

The following standards and amendments have been issued but are not yet effective and have not
been early adopted by the Group.

IFRS 15: Revenue from contracts with customers

The standard, effective for annual pericds beginning on or after January 1, 2018, establishes a single
and comprehensive framework for determining whether, how much and when revenue is recognized.
It replaces the following existing standards and interpretations upon its effective date:

e [AS 18 - Revenue,

e [AS 11 - Construction Contracts,

e [FRIC 13 - Customer Loyalty Programs,

e IFRIC 15 — Agreements for the Construction of Real Estate,

e IFRIC 18 - Transfers of Assets from Customers, and,

e SIC 31 - Revenue-Barter Transactions Involving Advertising Services

This standard applies to all revenue arising from contracts with customers, unless the contracts are in
the scope of other standards. Its requirements also provide a model for the recognition and
measurement of gains and losses on disposal of certain non-financial assets, including property, plant
and equipment and intangible assets. The standard will also specify a comprehensive set of disclosure
requirements regarding the nature, extent and timing as well as any uncertainty of revenue and
corresponding cash flows with customers. Under IFRS 15, an entity recognizes when (on as) a
performance obligation is satisfied, i.e. when “control” of the goods as services underlying the
particular performance obligation is transferred to customers. The Group is currently assessing the
impact of above matter under IFRS 15.

The Group has anticipated that IFRS 15 will be adopted in the Group's consolidated financial
statements when it becomes mandatory. Based on the current accounting treatment of the Group’s
major sources of revenue (Note 3(1)), the management does not anticipate that the application of IFRS
15 will have a significant impact on the financial position and/or financial performance of the Group,
apart from providing more extensive disclosures on the Group’s revenue transactions. However, as
the management is still in the process of assessing the full impact of the application of IFRS 15 on
the Groups’s consolidated financial statements as it is not practicable to provide a reasonable
financial estimate of the effect until the management complete the detailed review.
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IFRS 9: Financial Instruments.

The IASB issued the final version of IFRS 9 Financial Instruments in July 2014, that replaces IAS
39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS
9 brings together all three aspects of the accounting for financial instruments project: classification
and measurement, impairment and hedge accounting. IFRS 9 is effective for annual periods
beginning on or after | January 2018, with early application permitted. Except for hedge accounting,
retrospective application is required but providing comparative information is not compulsory. For
hedge accounting, the requirements are generally applied prospectively, with some limited
exceptions.

The Group will avail of the exemption allowing it not to restate comparative information for prior
periods. Differences in the carrying amounts of financial assets and financial liabilities resulting from
the adoption of IFRS 9 are required to be recognised in opening retained earnings and reserves as at
| January 2018.

Group has not performed a detailed impact assessment of IFRS 9 as the Group expects no significant
impact on its consolidated statement of financial position and equity resulting from transition to IFRS
9.

Classification and measurement

The Group does not expect a significant impact on its financial position or equity on applying the
classification and measurement requirements of [FRS 9. It expects to continue measuring at fair value
all financial assets currently held at fair value and loans and receivables and other financial liabilities
at amortised cost.

Impairment

IFRS 9 requires the Group to record expected credit losses on all its loans and receivables, either on
a 12 month or lifetime basis. The Group will apply simplified approach and record lifetime expected
losses on all its receivables.

Hedge Accounting

As at 31 December 2017, the Group does not have any hedge relationships. Hence, the hedging
requirements of IFRS 9 will not have a significant impact on Group’s consolidated financial
statements.

Disclosure

The new standard also introduces expanded disclosure requirements and changes in presentation.
These are expected to change the nature and extent of the Group’s disclosures about its financial
instruments particularly in the year of the adoption of the new standard.

IFRS 16: Leases

IFRS 16 introduces a single, on balance lease sheet accounting model for lessees. A lessee recognizes
a right-of-use asset representing its right to use the underlying asset and a lease liability representing
its obligation to make lease payments. There are optional exemptions for short-term leases and leases
of low value items. Lessor accounting remains similar to the current standard — i.e. lessors continue
to classify leases as finance or operating leases.
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IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether
an Arrangement contains a Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the
Substance of Transactions Involving the Legal Form of a Lease. The standard is effective for annual
periods beginning on or after 1 January 2019. Early adoption is permitted for entities that apply IFRS
15 Revenue from Contracts with Customers at or before the date of initial application of IFRS 16.
The management is still in the process of assessing the full impact of the application of IFRS 16 on
the Groups's consolidated financial statements as it is not practicable to provide a reasonable
financial estimate of the effect until the management complete the detailed review.

The annual improvement to IFRS 2014-2016 cycle

The following amendments are effective for annual reporting periods beginning on or after 1 January
2018 with earlier application permitted.

IAS 28: Investments in Associates and Joint Ventures

This provides guidelines in relation to following interpretations;

e A venture capital organisation, or other qualifying entity, may elect to measure its investments
in an associate or joint venture at fair value through profit or loss. This election can be made
on an investment-by-investment basis.

e A non-investment entity investor may elect to retain the fair value accounting applied by an
investment entity associate or investment entity joint venture to its subsidiaries. This election
can be made separately for each investment entity associate or joint venture.

The annual improvement to IFRS 2015-2017 cycle

The following amendments are effective for annual reporting periods beginning on or after 1 January
2019 with earlier application permitted.

IFRS 3: Business Combinations and IFRS 11 Joint Arrangements

Clarify how a company accounts for increasing its interest in a joint operation that meets the
definition of a business.

e If a party maintains (or obtains) joint control, then the previously held interest is not
remeasured.

e Ifa party obtains control, then the transaction is a business combination achieved in stages and
the acquiring party remeasures the previously held interest at fair value.

IAS 23: Borrowing Cosls

Clarify that the general borrowings pool used to calculate eligible borrowing costs excludes only
borrowings that specifically finance qualifying assets that are still under development or
construction. Borrowings that were intended to specifically finance qualifying assets that are now
ready for their intended use or sale — or any non-qualifying assets — are included in that general pool.
As the costs of retrospective application might outweigh the benefits, the changes are applied
prospectively to borrowing costs incurred on or after the date an entity adopts the amendments.
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Shuaiba Industrial Company K.P.S.C. and its subsidiary
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2017

Certain property, plant and equipment with carrying value of KD 5,483,937 (2016: KD 5,753,252) have been
assigned as security against term loans (note 15). Buildings are constructed on leasehold lands from the
government of Kuwait and the government of Dubai for a period of 5 years and 15 years respectively,
renewable for similar periods.

Depreciation charges are included in the consolidated statement of profit or loss under the following

categories:
2017 2016
KD KD
Cost of sales 483,000 446,227
General and administrative expenses (Note 17) 10,184 21,091
Selling and distribution expenses 727 968
493,911 468,286
5. Investment in an associate
Voting rights
Country of and equity
Name of associate incorporation interest (%) Activity Carrying value
2017 2016 2017 2016
% % KD KD
Yanbu Saudi = Kuwaiti
Paper Products Company Kingdom of Paper
L.t.d. Saudi Arabia 40 40 products 2,556,991 2,561,086

Summarised financial information in respect of the Group’s associate is set out below:

2017 2016
KD KD
Associate’s financial position:
Non-current assets 3,502,220 3,088,558
Current assets 3,693,234 3,929,242
Non-current liabilities (652,332) (498,141)
Current liabilities (150,644) (116,945)
Net assets (100%) 6,392,478 6,402,714
Group’s share of net assets (40%) 2,556,991 2,561,086
Associate’s revenue and results:
Revenue 6,348,391 6,438,296
Profit and total comprehensive income (100%) 323,884 182,115
Group’s share of profit and total comprehensive income (40%) 129,554 72,846
Dividend received 97,587 97,080
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6.

Inventories
2017 2016
KD KD
Raw materials 3,639,290 2,365,823
Finished goods 195,547 261,503
Packing materials 46,369 31,200
Goods in transit 630,875 106,954
Spare parts 250,456 228,588
4,762,537 2,994,068
Provision for old and obsolete inventories (126,477) (211,663)
4,636,060 2,782,405

As at 31 December, the movement in the provision for old and obsolete inventories is as follows:

2017 2016

KD KD

Balance at 1 January 211,663 118,574
(Reversal) / charge during the year (84,753) 92,591
Effect of movement in exchange rates (433) 498
Balance at 31 December 126,477 211,663

In 2017, inventories of KD 10,039,310 (2016: KD 8,736,437) were recognized as an expense and included in
‘cost of sales’.

Trade and other receivables

2017 2016

KD KD

Trade receivables 3,482,835 2,494,261
Less: provision for doubtful debts (61,719) (70,750)
3,421,116 2,423,511

Prepayments 114,387 101,848
Refundable deposits 69,588 53,333
Staff receivables 20,090 15,107
Others 9,527 7,471
3,634,708 2,601,270

As at 31 December, the movement in the provision for doubtful debts is as follows:

2017 2016

KD KD

Balance at 1 January 70,750 60,779
(Reversal) / charge for the year (9,031) 9,971
Balance at 31 December 61,719 70,750

Trade receivables are non-profit bearing and generally due within 90 days. Unimpaired receivable are
expected to be fully recoverable as per the past experience and the historical data. It is not the practice of the
Group to obtain collateral over receivables. The ageing analysis of the gross trade receivables at the reporting
date is as follows:
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10.

2017 2016
Gross Provision Gross Provision

KD KD KD KD

Neither past due nor impaired 3,239,700 - 2,362,243 -
Past due 91 - 180 days 111,810 . - 61,268 -
Past due more than 180 -365 days 69,606 - - -
Past due and impaired 61,719 61,719 70,750 70,750
3,482,835 61,719 2,494,261 70,750

In determining the recoverability of a trade receivable, the management considers any change in the credit
quality of customers from the date that the credit was initially granted up to the financial position date. The
concentration of credit risk is limited due to that, the large number of customers. Accordingly, the
management believes that there is no further provision required.

Financial assets at fair value through profit or loss

2017 2016
KD KD
Local quoted securities 66,118 102,457

Financial assets at fair value through profit or loss are managed by a portfolio manager, under a portfolio
management agreement.

Valuation techniques of financial assets at fair value through profit or loss are disclosed in (note 22).
Term deposits

Term deposits represent Wakala deposits placed at local bank denominated in Kuwaiti Dinars having an
original maturities of three months or more from the date of placement and yield an average profit rate of
1.69% (2016: 1% to 1.125%) per annum.

Cash and cash equivalents

2017 2016

KD KD

Short term deposit 550,000 -
Bank balances 2,221,620 3,730,803
Cash on hand and with portfolio manager 4,722 5,928
2,776,342 3,736,731

Short term deposits represent Wakala deposit placed at local bank and denominated in Kuwaiti Dinars having
an original maturity of less than three months from the date of placement and yield an average profit rate of
1.88% (2016: Nil%) per annum.
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11.

12.

13.

Share capital

The authorized, issued and paid up share capital is KD 10,069,180 (2016: KD 8,055,343) comprising of
100,691,795 shares of 100 fils each (2016: 80,553,436 shares of 100 fils each) and all shares are paid in cash.

The Ministry of Commerce and Industry as per their letter dated 17 April 2017, approved the increase in
Company’s share capital from KD 8,055,343 to KD 10,069,180, by KD 2,013,837 on account of the issuance
of bonus shares amounting to 20,138,370 shares as recommended by the Board of Directors and approved by
the shareholders at the annual general assembly meeting held on 4 April 2017. (2016: Increase in share capital
from KD 6,444,275 to KD 8,055,343, by KD 1,611,068 on account of the issuance of bonus shares amounting
to 16,110,686 shares) (Note 24).

The Company has utilized the retained earnings and voluntary reserve by KD 1,747,149 and KD 266,688
respectively for the increase in share capital through bonus issue as per the provisions of Article 159 of the
Companies Law No. | of 2016, as amended.

Share premium

Share premium is not available for distribution.

Reserves

Statutory reserve

In accordance with the Companies Law No.l1 of 2016, as amended and the Company's Articles of Association,
10% of the profit for the year before contribution to KFAS, Zakat and Directors’ remuneration has been
transferred to statutory reserve. The Company may resolve to discontinue such annual transfers when the
reserve totals 50% of the paid up share capital. Distribution of the reserve is limited to the amount required
to enable the payment of a dividend of 5% of paid up share capital to be made in years when retained earnings
are not sufficient for the payment of a dividend of that amount.

Voluntary reserve

In accordance with the Company’s Articles of Association, 10% of the profit for the year before contributions
to KFAS, Zakat and Directors’ remuneration has to be transferred to voluntary reserve. There are no
restrictions on the distribution of the voluntary reserve.

The Board of Directors in their meeting dated 12 February 2017 approved to discontinue the transfer of profits
to voluntary reserve.

Treasury shares

2017 2016
Number of shares 1,454,028 1,163,077
Percentage to issued shares (%) 1.44% 1.44%
Market value (KD) 350,421 343,108
Cost (KD) 164,740 164,740

The Company is committed to retain reserves, share premium and retained earnings equivalent to the cost of
treasury shares throughout the year, in which they are held by the Company, pursuant to instructions of the

relevant regulatory authorities.
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14. Employees’ end of service benefits

2017 2016

KD KD

Balance at | January 678,162 589,997

Provision for the year 85,504 99,476

Payments during the year (13,341) (11,597)

Effect of movement in exchange rates (416) 286

Balance at 31 December 749,909 678,162
15. Term loans

2017 2016

KD KD

Non-current portion 1,299,292 1,685,644

Current portion 386,352 184,000

1,685,644 1,869,644

Term loans represent credit refinance facilities (“the facilities”) obtained from a local bank (“the bank”). The
facilities are used to finance purchases of equipment and machinery to expand the Group’s plant. The facilities
carry a profit rate of 3.5% per annum (2016: 3.5% per annum) and repayable as shown below.

Non-
2017 Facility Payable Current current Maturity
Facility amount amount portion portion date
KD KD KD KD
Term loan 2 220,000 88,000 44,000 44,000 December 2019
Term loan 3 2,800,000 1,597,644 342,352 1,255,292 November 2022
1,685,644 386,352 1,299,292
Non-
2016 Facility Payable Current current Maturity
Facility amount amount portion portion date
KD KD KD KD
Term loan | 700,000 140,000 140,000 - October 2017
Term loan 2 220,000 132,000 44,000 88,000 December 2019
Term loan 3 2,800,000 1,597,644 - 1,597,644 November 2022
1,869,644 184,000 1,685,644

The facilities are secured by certain property, plant and equipment (note 4) in favour of the bank. It also
requires, among other things, certain restrictions on the payment of dividends and a requirement to maintain
a minimum leverage ratio (current assets to current liabilities) of 1.5:1.

During the year, Term loan 1, was fully repaid.
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16. Trade and other payables

2017 2016
KD KD
Trade payables 2,104,760 1,499,046
Dividends payable 131,429 222,550
Staff payable 295,066 341,003
Accrued expenses 66,601 136,748
Accrued profit 8,034 9,146
Advances from customers 8,204 30,002
KFAS 18,196 17,990
NLST 52,349 52,170
Zakat 20,003 24,870
Directors’ remuneration 30,000 35,000
2,734,642 2,368,525

17. General and administrative expenses
2017 2016
KD KD
Staff costs 590,235 682,678
Depreciation (Note 4) 10,184 21,091
Rent 31,600 26,313
Communication expenses 29,716 29,657
Professional fees 47,160 38,003
Travel expenses 38,072 39,233
Stationery expenses 27,756 21,863
Others 45,419 39,429
820,142 898,267

18. Selling and distribution expenses

2017 2016
KD KD
Transportation expenses 395,081 500,862
Staff costs 156,892 163,753
Packing expenses 262,672 232,067
Others 108,690 75,472
923,335 972,154
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19. Basic and diluted earnings per share

Earnings per share is computed by dividing the profit for the year by the weighted average number of shares
outstanding during the year, excluding treasury shares.

2017 2016

KD KD

Profit for the year (KD) 1,901,264 1,871,209
Weighted average number of shares outstanding:

Number of issued shares 100,691,795 100,691,795

Less: Weighted average number of treasury shares (1,454,028) (1,454,028)

Weighted average number of shares outstanding 99,237,767 99,237,767

Basic and diluted earnings per share (fils) 19.16 18.86

The basic and diluted earnings per share for the comparative year presented has been restated to reflect the
effect of bonus shares issued on 4 April 2017 (Note 11).

20. Related party transactions

Related parties represent major shareholders, directors and key management personnel of the Group, and
entities controlled or significantly influenced by such parties. Pricing policies and terms of these transactions
are approved by the Group’s management. Significant related party transactions and balances are as follows:

2017 2016
KD KD

Balances
Directors’ remuneration payable (Note 16) 30,000 35,000
Transactions
Compensation to key management personnel
Salaries and short-term benefits 269,705 263,246
Post employment benefits 22,528 22,528
Directors’ remuneration 30,000 35,000

Amounts due to related parties are payable on demand and are non-profit bearing.

21. Segment information
The Group identifies its operating segments based on internal management reporting information that is
regularly reviewed by the chief operating decision maker in order to allocate resources to the segment and to

assess its performance. The Company’s Chief Executive Officer is the Group’s chief operating decision maker
and has grouped the Group’s products into the following operating segments.
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e Industrial Packaging Division. Produces and supplies multi-wall paper sacks for industrial use.

o Consumer Packaging Division:  Produces and supplies various types of superior value and high quality
bags and wrapping sheets to major regional and international chains.

e Flexible Packaging Division: Produces and supplies multi-ply printed and laminated films, including
aluminum foil lamination.

o Trading Division: Importing and trading in various types of paper related products such as
photo copier paper, offset paper, NCR, coated paper and ink.

The following is an analysis of the Group’s sales and results by operating segments for the year:

Sales Segment results
2017 2016 2017 2016
KD KD KD KD
Industrial Packaging Division 10,067,090 9,485,118 1,836,544 2,313,649
Consumer Packaging Division 4,485,238 4,039,903 1,393,776 1,295,513
Flexible Packaging Division 1,261,140 1,106,145 289,950 218,432
Trading Division 15,542 27,040 (7,095) 1,351
15,829,010 14,658,206 3,513,175 3,828,945
Other income 165,316 109,789
Foreign exchange (loss) / gain (11,462) 16,634
Impairment of property, plant and equipment - (62,945)
Share of results of an associate 129,554 72,846
Reversal/ (charge) of provision for old and obsolete
inventories 84,753 (92,591)
Reversal/ (charge) of provision for doubtful debts 9,031 (9,971)
Realised gain on financial assets at fair value through
profit or loss - 24,242
Unrealised (loss) /gain on financial assets at fair value
through profit or loss (36,339) 36,821
General and administrative expenses (820,142) (898,267)
Selling and distribution expenses (923,335) (972,154)
Finance costs (88,739) (54,457)
KFAS (18,196) (17,990)
NLST (52,349) (52,170)
Zakat (20,003) (22,523)
Directors’ remuneration (30,000) (35,000)
Profit for the year 1,901,264 1,871,209
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22,

Geographic information

The following analysis of the Group’s sales is based on the geographic location of customers:

Sales Segment results
2017 2016 2017 2016
KD KD KD KD
Kuwait 5,268,362 5,170,675 1,593,348 1,646,802
GCC 7,189,695 7,505,598 1,366,278 1,726,748
Asia 2,792,605 1,329,958 400,035 306,915
USA 9,388 - 2,178 -
Africa 568,960 651,975 151,336 148,480
15,829,010 14,658,206 3,513,175 3,828,945

The following analysis of the Group’s assets and liabilities is based on the geographic location of the assets
and liabilities:

Assets Liabilities
2017 2016 2017 2016
KD KD KD KD
Kuwait 16,219,394 16,362,265 3,991,565 4,396,949
GCC 7,978,898 7,391,617 1,178,630 519,382
24,198,292 23,753,882 5,170,195 4,916,331

Financial instruments — Fair values and risk management

Accounting classification and fair values

The following table shows the carrying amounts and fair values of financial assets and financial liabilities,
including their levels in the fair value hierarchy. It does not include fair value information for financial assets
and financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of
fair value.

Level 1 Level 2 Level 3 Total
Note KD KD KD KD
Financial assets measured at fair value
31 December 2017
Local quoted securities 8 66,118 - - 66,118
31 December 2016
Local quoted securities 8 102,457 - - 102,457
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i

iii.

Measurement of fair values

The fair value of financial instruments traded in active markets is based on quoted market prices at the
financial position date. A market is regarded as active if quoted prices are readily and regularly available
from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices
represent actual and regularly occurring market transactions on an arm’s length basis. The quoted market
price used for financial assets held by the Group is the current bid price. These instruments are included in
Level 1.

During the year, there were no transfers between Level 1, Level 2 and Level 3.

All other financial assets and financial liabilities carried at amortised cost approximate their fair values at
the financial position date.

Financial risk management

The Group has exposure to the following risks from its use of financial instruments:

e credit risk;
e liquidity risk; and
¢ market risk

This note presents information about the Group’s exposure to each of the above risks, its objectives, policies
and activities for measuring and managing risk, and the management of capital.

The Company’s Board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework.

The Group’s risk management policies are established to identify and analyse the risks faced by the Group,
to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management
policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s activities.
The Group, through its training and management standards and procedures, aims to develop a disciplined and
constructive control environment in which all employees understand their roles and obligations.

The group audit committee oversees how management monitors compliance with the Group’s risk
management policies and procedures, and reviews the adequacy of the risk management framework in
relation to the risks faced by the Group. The group audit committee is assisted in its oversight role by internal
audit. Internal audit undertakes regular reviews of risk management controls and procedures, the results of
which are reported to the audit committee.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the trade and other receivables, term
deposits, short term deposit, bank balances and cash with portfolio manager.

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to

credit risk at the reporting date was as follows:
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2017 2016

KD KD

Trade receivables 3,421,116 2,423,511
Other receivables (excluding prepayments) 99,205 75,911
Term deposits 600,000 1,650,000
Short term deposits 550,000 -
Bank balances and cash with portfolio manager 2,222,804 3,733,077
6,893,125 7,882,499

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.
However, management also considers the factors that may influence the credit risk of its customer base,
including the default risk of the industry and country in which customers operate.

The management has established a credit policy under which each new customer is analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered.

Credit risk with respect to receivables is limited due to the large number of customers and their dispersion
across different industries.

At the financial position date, 48% of the net trade receivables are due from 10 customers (2016: 44.7% of
the net trade receivables were due from 10 customers).

The bank balances, cash with portfolio manager, term deposits and short term deposit are maintained only
with reputable financial institutions and banks with high credit ratings.

At the reporting date 88 % (2016: 84%) of the geographic concentration credit risk exposure relates to the
GCC region.

The concentration by the industry sector is as follows:

2017 2016

KD KD

Manufacturing 3,520,321 2,499,422
Banks and financial institutions 3,372,804 5,383,077
6,893,125 7,882,499

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. The Group’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Group’s reputation.

Ultimate responsibility for liquidity risk management rests with the Board of Directors, which has built an
appropriate liquidity risk management framework for the management of the Group’s short, medium and
long-term funding and liquidity management requirements. The Group manages liquidity risk by maintaining
adequate reserves, banking and borrowing facilities, by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets and liabilities.
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All the financial liabilities of the Group mature within a year except for term loans. The following table
represents the contractual maturities at the reporting date. The amounts are gross and undiscounted, and
include estimated interest payments.

Contract
Carrying -ual cash 3 months 3-12 1-2
value flows or less months years 2-5 years

31 December 2017 KD KD KD KD KD KD
Term loan 1,685,644 1,838,484 - 443,681 429,110 965,693
Trade and other
payables (excluding
advances) 2,726,428 2,726,428 2,288,717 437,711 - -

4,412,072 4,564,912 2,288,717 881,392 429,110 965,693
31 December 2016
Term loans 1,869,644 1,906,102 - 184,000 644,000 1,078,102
Trade and other
payables (excluding -
advances) 2,338,523 2,338,523 1,499,185 839,338 -

4,208,167 4,244,625 1,499,185 1,023,338 644,000 1,078,102

At reporting date, the Group does not hold any derivative financial liability.

Market risk

Market risk is the risk that changes in the market prices, such as foreign exchange rates, profit rates and
equity prices will affect the Group’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters while optimizing the return.

The Group does not use derivative financial instruments based on future speculations.

Currency risk

Currency risk is the risk that the fair value or future cash flows of Group’s financial assets will fluctuate
because of changes in foreign exchanges rates.

The Group is primarily exposed to foreign currency risk as a result of foreign exchange gains / losses on
translation of foreign currency denominated assets and liabilities such as cash and bank balances trade and

other receivables and trade and other payables.

The Group manages this risk by setting limits on exposures to currency and monitoring the changes in foreign
currency exchange rates on regular basis.

The Group’s exposure to foreign currency denominated monetary assets and monetary liabilities at the
reporting date are as follows:
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United States Dollar

Saudi Riyal

United Arab Emirate Dirhams
Omani Riyal

Euro

Long/ (short Long/ (short
position) position)
2017 2016

KD KD

226,488 1,044,600
59,507 67,810
1,254,915 711,381
28,333 63,161
(138,745) (72,880)
1,430,498 1,814,072

Sensitivity analysis

A 5 percent strengthening of the KD against the following currencies as at 31 December would have
increased/ (decreased) equity and profit or loss by the amounts shown below. This analysis assumes that all
other variables, in particular interest rates, remain constant. The analysis is performed on the same basis for

2016.
Profit
Equity or loss
KD KD

31 December 2017
United States Dollar (11,324) (11,324)
Saudi Riyal (2,975) (2,975)
United Arab Emirate Dirhams (62,746) (62,746)
Omani Riyal (1,417 (1,417
Euro 6,937 6,937

31 December 2016
United States Dollar (52,230) (52,230)
Saudi Riyal (3,391) (3,391)
United Arab Emirate Dirhams (35,569) (35,569)
Omani Riyal (3,158) (3,158)
Euro 3,644 3,644

A 5 percent weakening at the KD against the above currencies at 31 December would have had equal but
opposite effect on the above amounts shown above, on the basis that all other variables remain constant.

Profit rate risk

Profit rate risk is the risk that the fair value or future cash flows of Group’s financial instrument will fluctuate
because of changes in market profit rates. At present, the Group is not exposed to a significant risk, since the
term deposits and term loans carries a fixed profit rate. The Group has no other profit bearing financial assets
or financial liabilities at the reporting date.

Equity price risk

Equity price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as
a result of changes in equity market prices, whether caused by factors specific to an individual investment,
issuer or all factors affecting all instruments traded in the market.
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The equity price risk exposure arises from the Group's investment in quoted equity securities classified as
“financial assets at fair value through profit or loss”. To manage such risks, the Group diversifies its
investments in different sectors within its investment portfolio.

The following table demonstrates the sensitivity to a reasonably possible change in quoted equity indices by
5% as a result of change in the fair value of these equity instruments, to which the Group had exposure as of
the reporting date:

Effect on profit
2017 2016
KD KD
Market indices
Boursa Kuwait 3,306 5,123

The effect of decreases in equity prices is expected to be equal and opposite to the effect of increases shown.
There has been no change in the methods and the assumptions used in the preparation of the sensitivity
analysis.

Capital risk management

The Group's objective when managing capital are to safeguard its ability to continue as a going concern, so
that it can continue to provide returns for shareholders and benefits for other stakeholders and to provide an
adequate return to shareholders by pricing products and services commensurately with the level of risk.

The Group sets the amount of capital in proportion to risk. The Group manages the capital structure and
makes adjustments to it in the light of changes in economic conditions and the risk characteristics of the
underlying assets. In order to maintain or adjust the capital structure, the Group may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of gearing ratio, which is calculated by net debt value divided by
total invested capital. Net debt is calculated as the total debt less cash and cash equivalents, and the total
capital invested is calculated as the total equity and net debt.

2017 2016

KD KD

Term loans 1,685,644 1,869,644
Less: cash and cash equivalents (2,776,342) (3,736,731
Net debt ‘ (1,090,698) (1,867,087)
Equity 19,028,097 18,837,551
Capital invested 17,937,399 16,970,464
Gearing ratio 0% 0%

In order to achieve this overall objective, the Group’s capital management, amongst other things, aims to
ensure that it meets financial covenants attached to the term loans that define capital structure requirements.
Breaches in meeting the financial covenants would permit lending banks and providers of the debt to
immediately call loans and borrowings due from the Group. There have been no breaches in the financial
covenants of any profit bearing loans and borrowings in the current financial year. No changes were made in
the objectives, policies and processes for managing capital during the year ended 31 December 2017.

The Group’s policy is to keep the gearing ratio around the optimal debt ratio which is estimated based on
cost of capital rate. The optimal debt ratio represents the ratio of debt on which the Group maximises the
Company’s value to its shareholders and simultaneously keeping the cost of capital at the lowest level.
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23.

24,

Contingent liabilities and commitments

2017 2016
KD KD
Capital commitments
For the purchase of property, plant and equipment 1,202,356 -
Contingent liabilities
Letters of credit 339,382 106,111
Letters of guarantee 80,340 190,703
419,722 296,814

Operating lease commitments

The Group has entered in to an operating lease agreements on lands obtained from the government of Kuwait
and the government of Dubai (Note 4). The operating lease agreement has five years life. There are no

restrictions placed upon the Group by entering in to these leases.

Future minimum rental payable under non-cancellable operating lease as reporting date are as follows:

2017 2016

KD KD

Not later than one year 74,377 69,667
Later than one year but not later than five years 134,015 233,668
208,392 303,335

Annual General Assembly

The Annual General Assembly meetings of shareholders held on 4 April 2017, approved the annual audited
consolidated financial statements of the Group for the year ended 31 December 2016 and approved the
payment of cash dividend of 20% equivalents to 20 fils per share on outstanding shares excluding treasury
shares (2015: 20% equivalent to 20 fils per share) and bonus share of 25% equivalent to 25 shares for each
100 shares to the shareholders of the Company’s record as of the date of the Annual General Assembly

Meeting.

The Board of Directors in their meeting held on 7 March 2018 proposed a cash dividend of 17% equivalent
to 17 fils per share (2016: 20% equivalents to 20 fils per share) for the year ended 31 December 2017.

The Directors’ remuneration of KD 30,000 (2016: KD 35,000) has been proposed in accordance with the
Companies Law No.l of 2016, as amended and its Executive Regulation and is subject to approval of the

forthcoming shareholders Annual General Assembly.
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