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INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Shuaiba Industrial Company K.P.S.C. (“the
Parent Company™) and its subsidiary (“the Group™), which comprise the consolidated statement of
financial position as at 31 December 2021, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the financial year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
Iespects, the consolidated financial position of the Group as at 31 December 202 1, and its consolidated
financial performance and its consolidated cash flows for the financial year then ended in accordance
with International Financial Reporting Standards (+] FRSs™),

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 Audiior’s Responsibilities for the
Audit of the Consolidated Financial Statements section of our report. We are independent of the Gro up
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (“IESBA Code™) together with ethical requirements that are relevant to our
audit of the consolidated financial statements in the State of Kuwait, and we have fulfilled our other
ethical responsibilities in accordance with these requircments and the [ESBA 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. We identified the following key
audit matters:
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
To The Shareholders of Shuaiba Industrial Company K.P.S.C.

State of Kuwait

Report on the Audit of the Consolidated Financial Statements (Continued)

Key Audit Matters (continued)

Expected credit losses (“ECL”) on Trade
Receivables

As at 31 December 2021, trade and other
receivables amounted to KD 2,998.316
(excluding  prepayments) (2020: KD
3,683,954) and net off expected credit losses
of KD 213,950 (2020: KD 195,751) (Note
11),

The Group has recognized provision for
expected credit losses on trade receivables for
the year ended 31 December 2021 amounting
to KD 55,589 (2020: KD 56.559).

The Group applies the simplified approach
under IFRS 9: ‘Financial Instruments’ (“IFRS
9”) to measure ECL on trade receivables,
which allows for lifetime FECL to be
recognised from initial recognition of the trade
receivables. The Group determines the ECL
on trade receivables by using a provision
matrix that is based on historical credit loss
experience, adjusted for forward-looking
factors specific to the individual trade
receivables and the economic environment,
Due to the significance of trade receivables
and the complexity involved in the ECI,
calculation, this was considered as a key audit
matter.

Refer to  the following notes to the
consolidated financial statements:

Note 5.7.1 — Financial assets;

Note 6 — Significant accounting judgments
and estimation uncertainty;

Note 11 — Trade and other receivables;

Note 27.2 — Credit risk.
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How our audit addressed the matter

Our work performed include the below
procedures:

- We assessed the reasonableness of the
assumptions used in the ECL calculation
by comparing them with historical data
adjusted for current market conditions and
forward-looking information;

- We performed substantive procedures to
test, on a sample basis, the completeness
and accuracy of the information included in
the debtors® ageing report:

- Testing the subsequent settlements made
for the selected sample of customers;

We considered management’s criteria of
aggregating trade receivables into segments
and assessed whether the criteria for each
segment is indicative of similar credit
characteristics:

- We also considered the adequacy of the
group’s disclosures relating to the ECL,
management’s assessment of the credit risk
and their responses to such risks,

niemational BEO networit of
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

To The Shareholders of Shuaiba Industrial Company K.P.S.C.

State of Kuwait

Report on the Audit of the Consolidated Financial Statements (Continued)

Key Audit Matters (continued)

Carrying value of inventories

The Group held inventories at the lower of
cost and net realizable value of KD 3,548,298
after considering the required provision for old
and obsolete inventories as at 31 December
2021 (2020: KD 4,017,794). The Group
recognised provision for old and obsolete
inventories of KD Nil for the year ended 31
December 2021 (2020: KD 101,389) (Note
10).

The Group has significant level of inventorics
at the year end, assessing carrying value is an
arca of significant judgment, particularly with
regards to the estimation of provisions for old
and obsolete inventories to ensure that
inventories are carried at lower of cost and net
realisable value. Also, in arriving to the value
of finished goods involves the use of raw
materials and allocation of payroll costs and
overheads using technical process, hence
considered a key audit matter.

Refer to the following notes to the
consolidated financial statements:

Note 5.6 - Inventories;

Note 6 - Significant accounting judgements
and estimation uncertainty;

Note 10 - Inventories,

How our audit addressed the matter

Our work performed include the below
procedures:

- Obtained an understanding and evaluated
the management’s process in place to
identify and recognise provision for old
and obsolete inventories.

- For samples of selected inventories items,
determined the net realisable value by
reference to recent selling prices com pared
with net realisable value as determined by
management,

- Evaluating the appropriateness of the
assumptions used based on our knowledge
and information of the Group and the
industry,

Physically inspected samples of the
inventories items in order to check whether
there are any damaged or obsolete items.

- Tested the ageing report used by the
management correctly aged inventories
items by agreeing samples of aged
inventories to the last recorded invoice.

- Verified on a test basis whether the Group
absorbed production overheads on a
systematic basis.

- Assessing whether the Group policies had
been consistently applied and the adequacy
of the Group’s disclosures in respect of
inventories,
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INDEPENDENT AUDITOR’S REPORT (CON TINUED)

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

Report on the Audit of the Consolidated Financial Statements (Continued)

Other Information

is responsible for the other information. The other information comprises the information included in
the Annual Report of the Group for the year ended 31 December 2021, but does not include the
consolidated financial statements and our auditor’s report thereon. The Annual Report of the Group for
the year ended 31 December 2021 is expected to be made available to us afler the date of our auditor’s
report.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available 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.

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

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, 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 Lo 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 4 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.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

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

Report on the Audit of the Consolidated Financial Statements (Continued)

Auditor’s Responsibilities Jor the Audit of the Consolidated Financial Statements (continued)
As part of an audit in accordance with ISAs, we exercise professional Judgement 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
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 desi gn 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.

e 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 modify 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 1o cease
to continue as a going concern.

* Evaluate the overal] 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,

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.
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INDEPENDENT AUDITOR’S REPORT (CONTINU ED)

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

Report on the Audit of the Consolidated Financial Statements (Continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to 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 consolidated financial statements of the current year 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

In our opinion, proper books of account have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company’s Board of
Directors relating to these consolidated financial statements, are in accordance therewith. We further
report that we obtained all the information and explanations that we required for the purpose of our
audit and that the consolidated financial statements incorporate all information that is required by the
Companies’ Law No. 1 of 2016, its Executive Regulations, as amended, or Law No. 7 of 2010
concerning the establishment of Capital Markets Authority and Organization of Securities Activity and
its Executive Regulations, as amended, and by the Parent Company’s Memorandum of | ncorporation
and Articles of Association, as amended, that an inventory was duly carried out and that, to the best of
our knowledge and belief, no violations of the Companies’ Law No. 1 of 2016 and its Executive
Regulations, as amended, nor Law No. 7 of 2010 concerning the establishment of Capital Markets
Authority and Organization of Securities Activity and its Executive Regulations, as amended or the
Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, have
occurred during the financial year ended 31 December 2021 that might have had a material effect on
the business or financial position of the Parent Company.

Qais M. Al-Nisf

License No. 38 “A”
BDO Al Nisf & Partners

Kuwait: 23 March 2022
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Shuaiba Industrial Com pany K.P.S.C. and its subsidiary
State of Kuwait

Consolidated statement of financial position
As at 31 December 2021

ASSETS

Non-current assets

Property, plant and equipment
Right of use assets
Investment in an associate

Current assets

Inventories

Trade and other receivables
Term deposits

Bank balances and cash

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

Non-current lLiabilities
Employees’ end of service benefits
Lease liabilities

Current liabilities

Term loans

Lease liabilities

Trade and other payables
Notes payable

Contract liabilities

Total liabilities
Total equity and liabilities

Notes

7

10
11
12
13

14

15
15
16

17

18
19
20

2021 2020

KD KD
8,043,080 8,537,547
1,288,602 1,382,750
2,586,838 2,601,163
11,918,520 12,521,460
3,548,298 4,017,794
3,117,030 3,765,661
650,000 570,000
4,075,253 1,529,436
11,390,581 9,882,891
23.309,101 22,404,351
10,069,180 10,069,180
2,294,444 2,294,444
2,784,455 2,640,537
1,423,325 1,508,216
(164,740) (164,740)
471,283 471,283
454,075 501,811
1,195,501 907,487
18,527,523 18,228,218
957,503 885,630
831,078 866,147
1,788,581 1,751,777
" 480,027
46,281 42,654
2,910,489 1,733,622
- 108,155
36,227 59,898
2,992,997 2,424,356
4,781,578 4,176,133
23,309,101 22,404,351

.12 to 50 form an integral part of these consolidated financial statements.

il

Saleh Omran Abdullah Kzngan
Chairman

Bader Mohawfmad Ghloum AlQattan
Vice chairman



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

Consolidated statement of profit or loss
For the year ended 31 December 2021

Notes
Sales 20
Cost of sales
Gross profit
Share of results of an associate 9
Other income 20
Provision for old and obsolete inventories 10
Provision for expected credit losses 11
Impairment of property plant and equipment 7
Foreign exchange loss
General and administrative expenses 21
Selling and distribution expenses 22
Finance costs
Profit before contribution to Kuwait Foundation for
the Advancement of Sciences (“KFAS”), National
Labour Support Tax (“NLST”), Zakat and Board of
Directors’ remuneration
KFAS
NLST
Zakat
Board of Directors’ remuneration 30
Profit for the year
Basic and diluted earnings per share (fils) 23

2021 2020
KD KD
12,841,695 12,290,351
—(10,156,470) (9.911,212
2,685,225 2,379,139
179,474 184,157
103,711 92,540
: (101,389)
(55,589) (56,559)
- (18,960)
(4,130) (2.919)
(946,520) (885.826)
(479,595) (404,238)
(43,398) (74.481)
1,439,178 1,111,464
(12,953) (10,003)
(39,169) (33.246)
(15,668) (13,298)
(30.000) (30,000)
1,341,388 1,024,917
13.52 10.33

The notes on pages 12 to 50 form an integral part of these consolidated fj nancial statements.




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

Consolidated statement of comprehensive income
For the year ended 31 December 2021

Note
Profit for the year
Other comprehensive (loss) / income items:
Items that will not be reclassified subsequently to the
consolidated statement of profit or loss:
Share of associate’s other comprehensive loss 9

Items that may be reclassified subsequently to the
consolidated statement of profit or loss:

Foreign exchange differences on translation of foreign
operations

Total other comprehensive loss for the year

Total comprehensive income for the year

2021 2020

KD KD
1,341,388 1,024,917
(1.969) (6.284)
(47,736) 2,771
(49,703) (3,513)
1,291,683 1,021,404

The notes on pages 12 to 50 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
For the year ended 31 December 2021

OPERATING ACTIVITIES

Profit for the year

Adjustments for:

Depreciation

Amortization

Share of results of an associate

Gain on sale of property, plant and equipment
Impairment of property plant and equipment
Profit income from term deposits

Provision for old and obsolete inventories
Provision for expected credit losses

Foreign exchange loss

Provision for employees’ end of service benefits
Finance costs

Changes in working capital:

Inventories

Trade and other receivables

Trade and other payables

Contract liabilities

Cash flows generated from operations
Employees’ end of service benefits paid

Net cash flows generated from operating activities

INVESTING ACTIVITIES
Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment

Profit income from term deposits received
Placement of term deposits
Dividend received from an associate

Net cash flows generated from / (used in) investing activities

FINANCING ACTIVITIES

Repayment of term loans

Payment of principal portion of lease liabilities
Notes payable

Dividends paid

Finance costs paid

Net cash flow used in financing activities
Effect of foreign currency translation

Net increase /(decrease) in bank balances and cash
Bank balances and cash at beginning of the year

Bank balances and cash at end of the year

Notes

24
24
24
24
2

2021 2020
KD KD
1.341.388 1,024,917
561,584 506,868
93,237 90,657
(179,474) (184,157
. (1,045)
= 18.960
(3.212) (5.558)
. 101,389
55,589 56,559
4,130 2,919
151,428 78.569
43,398 74,481
2,068,068 1,764,559
469,293 432.414
588,697 37,283
1,164,398 (441,853)
(23.671) (26,576)
4,266,785 1.765.827
(79,417) (18.158)
4,187,368 1,747,669
(77.742) (442,200)
= 1,220
3,212 5.558
(80,000) (220,000)
139,800 -
3.270 (655.422)
(480,027) (600,000)
(29,775) (53,034)
(108.155) (58,207)
{979,909) (487,161)
(43.398) (74.481)
(1.641.264) (1.272.883)
(5,557) 2,170
2,545,817 (178,466)
1.529.436 1,707.902
4,075,253 1,529,436

The notes on pages 12 to 50 form an integral part of these consolidated financial statements,




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 2021

1'

GENERAL INFORMATION

Shuaiba Industrial Company K.P.S.C. (“the Parent 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 Group comprises of the Parent Company and its subsidiary as described in Note 5.1 (together
referred to as the “Group”).

The Parent Company’s objectives are as follows:
[. Manufacture of paper cement bags for packing of cement and similar products.
2. Import and export material required for the Company’s objectives.

The Parent Company may have interests or participate in any suitable way with entities that engage
in similar business activities or that may help the Parent Company achieve its objectives inside
Kuwait and abroad. The Parent 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 address of the Parent Company’s registered office is P.O. Box, 10088, Shuaiba 65451, State of
Kuwait.

These consolidated financial statements of the Group for the year ended 31 December 2021 were
authorised for issue by the Parent Company’s Board of Directors on 23 March 2022, The
shareholders General Assembly has the power to amend these consolidated financial statements
after issuance.

BASIS OF PREPARATION

These consolidated financial statements have been prepared under the historical cost convention.

The consolidated [inancial statements have been presented in Kuwaiti Dinars (“*KD™), which is also
the functional currency of the Parent Company.

STATEMENT OF COMPLIANCE

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRSs™) and the IFRS interpretations Committee applicable to
Companies reporting under IFRS as issued by the International Accounting Standards Roard
(“IASB™), and applicable requirements of the Companies® Law and its Executive Regulations, as
amended.

The preparation of consolidated financial statements in compliance with adopted IFRS requires the
use of certain critical accounting estimates. It also requires the Group’s management to exercise
Jjudgement in applying the Group’s accounting policies. The areas of significant judgements and
estimates made in preparing the consolidated financial statements and their effect are disclosed in
Note 6.




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 2021

4,

a)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL, REPORTING
STANDARDS (IFRSs)

New standards, interpretations and amendments effective from 1 January 2021

The accounting policies applied by the Group are consistent with those used in the previous year
except for the changes due to implementation of the following new and amended International
Financial Reporting Standards as of 1 January 2021.

COVID-19-Related Rent Concessions (Amendments to IFRS 16)

On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16
Leases. The amendments provide relief (o lessees from applying IFRS 16 guidance on lease
modification accounting.for rent concessions arising as a direct consequence of the Covid-19
pandemic. As a practical expedient, a lessee may elect not to assess whether a Covid-19 related rent
concession from a lessor is a lease modification. A lessee that makes this election accounts for any
change in lease payments resulting from the Covid-19 related rent concession the same way it
would account for the change under IFRS 16, if the change were not a lease modification.

The amendment was intended to apply until 30 June 2021, but as the impact of the Covid-19
pandemic is continuing, on 31 March 2021, the IASB extended the period of application of the
practical expedient to 30 June 2022.The amendment applies to annual reporting periods beginning
on or after 1 April 2021.

On 31 March 2021, the TASB issued another amendment to [FRS 16: Covid-19-Related Rent
Concessions beyond 30 June 2021, which extended the above practical expedient to reductions in
lease payments that were originally due on or before 30 June 2022. This amendment is effective for
nning on or after | April 2021 with earlier application permitted. The
amendment is to be applied mandatorily by those entities that have elected to apply the previous
amendment COVID-19-Related Rent Concessions. These amendments had no impact on the
consolidated financial statements of the Group.

However, the Group has not received Covid-19-related rent concessions, but plans to apply the
practical expedient if it becomes applicable within allowed period of application.

Interest Rate Benchmark Reform — IBOR vhase 2" (Amendments to IFRS 9. JAS 3 9, IFRS 7, IFRS 4

and IFRS 16)

The amendments provide temporary reliefs which address the financial reporting effects when an

interbank offered rate (IBOR) is replaced with an alternative nearly risk-free interest rate (RFR).

The amendments include the following practical expedients:

* A practical expedient to require contractual changes, or changes to cash flows that are directly
required by the reform, to be treated as changes to a floating interest rate, equivalent to a
movement in a market rate of interest.

* Permit changes required by IBOR reform to be made to hedge designations and hedge
documentation without the hedging relationship being discontinued.

e« Provide temporary relicf to entities from having to meet the separately identifiable requirement
when an RFR instrument is designated as a hedge of a risk component.

These amendments had no impact on the consolidated financial statements of the Group. The
Group intends to use the practical expedients in future periods if they become applicable.
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4l

b)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (CONTINUED)

Standards and interpretations issued but not effective

The new and amended standards that are issued, but not yet effective, up to the date of issuance of
the Group’s consolidated financial statements are disclosed below. The Group intend to adopt these
new and amended standards. if applicable, when they become eff fective.

IFRS 17 — Insurance Contracts

This standard will be effective for annual periods beginning on or after 1 January 2023 and replaces
IFRS 4 - Insurance Contracts. The new standard applies to all types of insurance confracts,
regardless of the type of entities that issue them, as well as to certain guarantees and financial
instruments with discretionary participation features, The core of IFRS 17 is the general model,
supplemented by:

* A specific adaptation for contracts with direct participation features (Variable fee approach).
* A simplified approach (premium allocation approach) mainly for short duration contracts,

Early application is permitted, provided an entity also applies IFRS 9 and IFRS 15 on or before the
date it first applies [FRS 17.

This standard is not expected to have any impact to the Group.
Amendments to IAS I: Classification of Liabilities as Current or Non-current

On 23 January 2020, the TASB issued amendments to paragraphs 69 to 76 of [AS | to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:

¢ What is meant by a right to defer settlement.

* Thataright to defer must exist at the end of the reporting period.

That classification is unaffected by the likelihood that an entity will exercise its deferral right,
That only if an embedded derivative in a convertible liability is itself an equity instrument would
the terms of a liability not impact its classification.

The amendments are effective for annual reporting periods beginning on or after 1 January 2023
and must be applied retrospectively. The Group is currently assessing the impact the amendments
will have on current practice and whether existing loan agreements may require renegotiation.

Amendments to IFRS 3. Reference to the Conceptual Framework

In May 2020, the TASB issued Amendments to [FRS 3 Business Combinations - Reference to the
Conceptual Framework. The amendments are intended to replace a reference to the Framework for
the Preparation and Presentation of Financial Statements, issued in 1989, with a reference to the
Conceptual Framework for Financial Reporting issued in March 2018 without significantly
changing its requirements. The Board also added an exception to the recognition principle of IFRS
3 to avoid the issue of potential ‘day 2 gains or losses arising for liabilities and contingent
liabilities that would be within the scope of [AS 37 or [FRIC 21 Levies, if incurred separately.

At the same time, the Board decided to clarify existing guidance in IFRS 3 for contingent assets
that would not be affected by replacing the reference to the Framework for the Preparation and
Presentation of Financial Statements. The amendments are effective for annual reporting periods
beginning on or after 1 January 2022 and apply prospectively.
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4.

b)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (CONTINUED)

Standards and interpretations issued but not effective (Continued)

Amendments to IAS 16: Property, Plant and Equipment: Proceeds before Intended Use

In May 2020, the IASB issued Property, Plant and Equipment - Proceeds before Intended Use,
which prohibits entities deducting from the cost of an item of property, plant and equipment, any
proceeds from selling items produced while bringing that asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Instead, an

entity recognises the proceeds from selling such items, and the costs of producing those items, in
profit or loss,

The amendments are effective for annual reporting periods beginning on or after 1 January 2022
and must be applied retrospectively to items of property, plant and equipment made available for
use on or after the beginning of the earliest period presented when the entity first applies the
amendment.

The amendments are not expected to have a material impact on the Group.
Amendments to 148 37: Onerous Contracts — Costs of Fulfilling a Contract

In May 2020, the 1ASB issued amendments to 1AS 37 to specify which costs an entity needs to
include when assessing whether a contract is onerous or loss-making.

The amendments are effective for annual reporting periods beginning on or after 1 January 2022,
The Group will apply these amendments {o contracts for which it has not vet fulfilled all itg
obligations at the beginning of the annual reporting period in which it first applies the amendments.

Annual Improvements to IFRS Standards 2018-2020 cycles

The following is the summary of the amendments from the 2018-2020 annual improvements cycle:

[FRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-
lime adapter

The amendment permits a subsidiary that elects to apply paragraph D16 (a) of IFRS 1 to measure
cumulative translation differences using the amounts reported by the parent, based on the parent’s
date of transition to IFRS. This amendment is also applied to an associate or joint venture that elects
to apply paragraph D16 (a) of IFRS 1.

The amendment is effective for annual reporting periods beginning on or after 1 January 2022 with
carlier adoption permitted.
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b)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (CONTINUED)

Standards and interpretations issued but not effective (Continued)

{FRS 9 Financial Instruments — Fees in_the '10 percent’ test for derecognition of financial
liabilities

The amendment clarifies the fees that an entity includes when assessing whether the terms of a new
or modified financial liability are substantially different from the terms of the original financial
liability. These fees include only those paid or received between the borrower and the lender,
including fees paid or received by either the borrower or lender on the other’s behalf. An entity
applies the amendment to financial liabilities that are modified or exchanged on or after the
beginning of the annual reporting period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods beginning on or after | January 2022 with
earlier adoption permitted. The Group will apply the amendments to financial liabilities that are
modified or exchanged on or after the beginning of the annual reporting period in which the entity
first applies the amendment.

The amendments are not expected to have a material impact on the Group.

1485 41 Agriculture: Taxation in fair value measurements
The amendment removes the requirement in paragraph 22 of IAS 41 that entities exclude cash
flows for taxation when measuring the fair value of assets within the scope of IAS 41,

An entity applies the amendment prospectively to fair value measurements on or after the beginning
of the first annual reporting period beginning on or after | January 2022 with earlier adoption
permitted.

The amendments are not expected to have impact on the Group.

IFRS 16 Leases: Lease incentives

The amendment removes the illustration of payments from the lessor relating to leasehold
improvements in Illustrative Example 13 accompanying IFRS 16. This removes potential confusion
regarding the treatment of lease incentives when applying IFRS 16.

Definition of Accounting Estimates - Amendments to 148 8

In February 2021, the 1ASB issued amendments to IAS 8, in which it introduces a definition of
‘accounting estimates’. The amendments clarify the distinction between changes in accounting
estimates and changes in accounting policies and the correction of errors. Also, they clarify how
entities use measurement techniques and inputs to develop accounting estimates.

The amendments are effective for annual reporting periods beginning on or after | January 2023
and apply to changes in accounting policies and changes in accounting estimates that occur on or
after the start of that period. Earlier application is permitted as long as this fact is disclosed.

The amendments are not expected to have a m aterial impact on the Group.
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b)

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING
STANDARDS (IFRSs) (CONTINUED)

Standards and interpretations issued but not effective (Continued)

Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

In February 2021, the IASB issued amendments to IAS 1 and IFRS Practice Statement 2 Making
Materiality Judgements, in which i provides guidance and examples to help entities apply
materiality judgements to accounting policy disclosures. The amendments aim to help entities
provide accounting policy disclosures that are more useful by replacing the requirement for entities
to disclose their ‘significant’ accounting policies with a requirement to disclose their ‘material’
accounting policies and adding guidance on how entities apply the concept of materiality in making
decisions about accounting policy disclosures,

The amendments to IAS 1 are applicable for annual periods beginning on or after | January 2023
with earlier application permitted. Since the amendments {o the Practice Statement 2 provide non-
mandatory guidance on the application of the definition of material to accounting policy
information, an effective date for these amendments is not necessary.

The Group is currently assessing the impact of the amendments to determine the impact they will
have on the Group’s accounting policy disclosures.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

Subsidiaries

The consolidated financial statements incorporate the financial statements of the Parent Company
and entities (including structured entities) controlled by the Parent Company and its subsidiary.
Control is achieved when the Parent Company (a) has power over the investee (b) is exposed, or has
rights, to variable returns from its involvement with the investee and (c) has the ability to use its
power to affects its returns,

De-facto control exists in situations where the Parent Company has the practical ability to direct the

relevant activities of the investee without holding the majority of the voting rights. In determining

whether de-facto control exists the Parent Company considers all relevant facts and circumstances,

including:

- The size of the Parent Company’s voting rights relative to both the size and dispersion of other
parties who hold voting rights

- Substantive potential voting rights held by the Parent Company and by other parties

- Other contractual arrangements

- Historic patterns in voting atlendance

The Parent Company reassess whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three components of controls listed above,
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32

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Basis of consolidation (Continued)

Subsidiaries (Continued)

Profit and loss and each component of other comprehensive income are attributed to the owners of
the Parent Company and to the non-controlling interest. Total comprehensive income of subsidiary
is attributed to the owners of the Parent Company and to the non-controlling interests even if this
results in the hon-controlling interests having a deficit balance,

When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policy.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, non-controlling interest and other components of equity, while any resultant gain or loss
is recognised in profit or loss. Any investment retained is recognised at fair value,

The details of the subsidiary / branch are as follows:

Principal Voting rights and Country of
Name of subsidiary activity equity interest incorporation
2021 2020
Advance Technologies International Commercial
Agencies Company W.L.L. agencies 99% 99% State of Kuwait

The non-controlling interest’ waived their ownership in the subsidiary as per letters of assi gnment
in favour of the Parent Com pany.

The Group has also an operating Branch in Jebel Ali Free Zone, Dubai. The details of the Branch
are as follows: '

Principal Country of
Name of the Branch activity incorporation
Shuaiba Industrial Com pany, Jebel Manufacturing and selling of
Ali Free Zone. paper products United Arab Emirates

Business combinations

Business combinations are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the Group
to the former owners of the acquiree and the equity interests issued by the Group in exchange for
control of the acquiree. Acquisition-related costs are generally recognised in profit and loss as
incurred,

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at
their fair value at the acquisition date, except deferred tax assets or liabilities. liabilities or equity
instruments related to share based payment arrangements and assets that are classified as held for
sale in which cases they are accounted for in accordance with the related IFRS.
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5.

5.2

5.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer's previously held equity
interest in the acquirec over the net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If, after reassessment, the net of the acquisition-date amounts
of the identifiable assets acquired and liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree and the fair value of the
acquirer's previously held interest in the acquiree (if any), the excess is recognised immediately in
profit and loss as a bargain purchase gain.

Non-controlling interests may be initially measured either at fair value or at the non-controlling
interests' proportionate share of the recognised amounts of the acquirce's identifiable net assets. The
choice of measurement basis is made on a transaction-by-transaction basis. Other types of non-
controlling interests are measured at fair value or, when applicable, on the basis specified in another
IFRS.

When a business combination is achieved in stages, the Group's previously held equity interest in
the acquiree is remeasured to fair value at the acquisition date (the date when the Group obtains
control) and the resulting gain or loss, if any, is recognised in profit and loss. Amounts arising from
interests in the acquiree prior to the acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit and loss where such treatment would be appropriate
if that interest were disposed off.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any impairment
losses. Cost includes the purchase price and directly associated costs of bringing the asset to a
working condition for its intended use. Maintenance and repairs, replacements and improvements of
minor importance are expensed as incurred. In situations, where it is clearly demonstrated that the
expenditure has resulted in an increase in the future economic benefits expected to be obtained from
the use of an item of property, plant and equipment beyond its originally assessed standard of
performance, the expenditure is capitalised.

Depreciation is calculated based on estimated useful life of the applicable assets on a straight line
basis. An asset’s carrying amount is written down immediately 10 its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.

The assets” residual values, useful lives and depreciation method are reviewed at the end of each
reporting period, with the effect of any changes in estimate accounted for on a prospective basis.
Gains or losses on disposals are determined by the difference between the sales proceeds and the
carrying amount of the asset and is recognised in the consolidated statement of profit or loss.

Work in progress for purposes of production works or administrative usage are stated at cost less
any recognised impairment loss. Cost includes professional fees and borrowing costs capitalized on
assets that meet the conditions of capitalizing the borrowing costs in accordance with the Group’s
accounting policy. These properties are classified within the appropriate categories of items of
property, plant and equipment when finished and being considered ready for use. Depreciation of
such assets commences when they are ready for use for their intended purpose in the same way as
other items of property, plant and equipment,
19
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Investment in an associate

An associate is an entity over which the Group has significant influence that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial
and operating policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting, except when the investment is classified as held
for sale, in which case it is accounted for in accordance with IFRS 5: Current Assets Held for Sale
and Discontinued Operations.

Under the equity method, an investment in an associate is initially recognised in the consolidated
statement of financial position at cost and adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the associate. When the Group’s share of losses of

Any excess of the cost of acquisition over the Group's share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of the associate recognised at the date of acquisition is
recognised as goodwill, which is included within the carrying amount of the investment. Any excess
of the Group's share of the net fair value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition, after reassessment, is recognised im mediately in consolidated
statement of profit or loss.

The Group determines at each reporting date whether there is any objective evidence that the
investment in the associate is impaired. When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance with 1AS 36 Impairment of
Assets as a single asset by comparing its recoverable amount (higher of value in use and fair value
less costs to sell) with its carrying amount. Any impairment loss recognised forms part of the
carrying amount of the investment, Any reversal of that impairment loss is recognised in accordance
with IAS 36 to the extent that the recoverable amount of the investment subsequently increascs.

When a Group entity transacts with its associate, profits and losses resulting from the transactions
with the associate are recognised in the Group’s consolidated financial statements only to the extent
of interests in the associate that are not related to the Group.

The associate’s financial statements are prepared either to the Parent Company’s financial position
date or to a date not earlier than three months of the Parent Company’s financial position date.
Amounts reported in the financial statements of associates have been adjusted where necessary 1o
ensure consistency with the accounting policies adopted by the Group. Where practicable,
adjustments are made for the cffect of significant transactions or other events that occurred between
the financial position date of the associates and the Parent Company’s financial position date.

Impairment of non-financial assets
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5.5

5.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets (continued)

Where a reasonable and consistent basis of allocation can be identified, group assets are also
allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis can be identified.

If the recoverable amount of an asset (or cash-generating unit) is estimated o be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in the consolidated statement of
profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) is increased to the revised estimate of its recoverahle amount, but so that the increased
carrying amount does not exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal of an
impairment loss is recognised immediately in the consolidated statement of profit or loss.

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 til] 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 obsolcte stocks. Purchase cost includes
the purchase price, import duties, transportation, handling and other direct costs.

Financial instruments

The Group classifies its financial instruments as financial assets and financial liabilities. Financial
assets and financial liabilitics are recognized when the Group becomes a party of the contractual
provisions of such instruments.

Financial assets and financial liabilities carried on the consolidated statement of financial position

include trade and other receivables (excluding prepayments), term deposits, bank balances and cash,
term loans, lease liabilities, trade and other payables and notes payable.
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5.7

5.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Financial assets

Recognition, initial measurement and derecognition

To determine their classification and measurement category, IFRS 9 requires all financial assets,
except equity instruments and derivatives, to be assessed based on a combination of the entity’s
business model for managing the assets and the instruments’ contractual cash flow characteristics.

The Group determines its business model at the level that best reflects how it manages groups of
financial assets to achieve its business objectives and in order to gencrate contractual cash flows,
That is, whether the Group's objective is solely to collect the contractual cash Nows from the assets
or is to collect both the contractual cash flows and cash flows arising from the sale of assets. If
neither of these is applicable (c.g. financial assets are held for trading purposes), then the financial
assets are classified as part of “Sell” business model and measured at FVPL, The Group’s business
model is not assessed on an instrument-by-instrument basis, but at a higher level of aggregated
portfolios.

Purchases and sales of those financial asseis are recognized on trade-date — the date on which the
Group commits to purchase or sell the asset. With the exception of trade receivables that do not
contain a significant financing component, the Group initially measures a financial asset at its fair
value plus, in the case of a financial asset not at fair value through profit or loss, transaction costs.
Trade receivables that do not contain a significant financing component are measured at the
transaction price.

A financial asset is derecognized either when: the contractual rights to receive the cash flows from
the financial asset have expired; or the Group has transferred its rights to receive cash flows from

has retained control, it shall continue to recognize the financial asset to the extent of its continuing
involvement in the financial asset,

Classification of financial assets

Financial assets are classified in the consolidated financial statements into the following categories
upon initial recognition:

- Financial assets at amortised cost; and

Subsequent Measurement

Einancial assets at amortized cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is

not designated as at fair valye through profit or loss:

- It is held within a business model whose objective is to hold assets to collect contractual  cash
flows; and

- Its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstandi ng,.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTIN UED)

Financial instruments (Continued)

Financial assets (continued)

Financial assets at amortized cost (continued)
Financial assets measured at amortized cost are subsequently measured at amortized cost using the

Financial assets carried at amortised cost consist of trade and other receivables (excluding
Prepayments) , term deposits and bank balances and cash.

Trade receivables

Trade receivables are amounts due from customers for goods sold in the ordinary course of business
and recognized initially at transaction price. The group holds the trade receivables with the
objective of collecting the contractual cash flows and therefore measures them subsequently at
amortised cost using the effective interest method, less provision for impairment,

Other receivables
These amounts generally arise from transactions outside the usual operating activities of the group.

Term deposits

Term deposits are placed with banks and have a contractual maturity of more than three months and
less than one year from placement date,

Bank balances and cash

Bank balances and cash comprise cash on hand and with portfolio manager and at banks which are
subject to an insignificant risk of changes in value,

Impairment of finanecial assets

The Group recognises an provision for expected credit losses (ECLs) for financial assets measured
at amortised cost.

ECLs are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects o receive. The shortfall is then discounted at
an approximation to the asset’s original effective interest rate,

(a lifetime ECL.).

For trade and other receivables (excluding prepayments). the Group has applied the standard’s
simplified approach and has calculated ECLs based on lifetime expected credit losses. Accordingly,
the Group does not track changes in credit risk and assesses impairment on a collective basis. The
Group has established a provision matrix that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific 1o the customers and the economic
environment. Exposures were segmented based on common credit characteristics such as credit risk
grade, geographic region and industry, delinquency status and age of relationship where applicable.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments (Continued)

Financial assets (continued)

Impairment of financial assets (continued)

For deposits and bank balances and cash for which credit risk (i.e. the risk of default occurring over
the expected life of the financial instrument) has not increased significantly since initial
recognition, the Group’s policy to measure ECLs on such instruments on a 12-month basis.

When determining whether the credit risk of a financial asset has increased significantly since
initial recognition and when estimating ECLs, the Group considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both
quantitative and qualitative information and analysis, based on the Group’s historical experience
and informed credit assessment that includes forward-looking information.

The Group assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due, The Group considers a financial asset in default when contractual payments
are 90 days past due. However, in certain cases, the Group may also consider a financial asset to be
in default when internal or external information indicates that the Group is unlikely to receive the
outstanding contractual amounts in ful] before taking into account any credit enhancements held by
the Group. A financial asset is written off when there is no reasonable expectation of recovering the
contractual cash flows,

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a
financial instrument.

|2-month ECLSs are the portion of ECLs that result from default events that are possible within the

12 months after the reporting date (or a shorter period if the expected life of the instrument is less
than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over
which the Group is exposed to credit risk.

Measurement of the expected credit losses is determined by a probability-weighted estimate of
credit losses over the expected life of the financial instrument. ECLs for financial asscts measured
at amortized cost are deducted from the gross carrying amount of the assets and charged to
consolidated statement of profit or loss.

Financial liabilities

All financial liabilities within IFRS 9 are recognised initially at fair value and, in the case of loans
and borrowings and payables, net of directly attributable transaction costs.

Borrowings

Borrowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognized in consolidated statement of profit or loss over the
period of the borrowings using the effective interest method.
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5.7.2
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments ( Continued)
Financial liabilities (continued)

Borrowings (continued)

Fees paid on the establishment of loan facilities are recognized as transaction costs of the loan to
the extent that it is probable that some or all of the facility will be drawn down. In this case, the fee
is deferred until the draw-down occurs. To the extent there is no evidence that it is probable that
some or all of the facility will be drawn down, the fee is capitalized as a pre-payment for liquidity
services and amortized over the period of the facility to which it relates

Accounts payable

Accounts payable include trade and other payables. Trade payables are obligations to pay for goods
or services that have been acquired in the ordinary course of business from suppliers. Trade
payables are recognized initially at fair value, net of directly attributable transaction costs and
subsequently measured at amortized cost using the effective interest method. Accounts payable are
classified as current liabilities if payment is due within one year or less (or in the normal operating
cycle of the business if longer). If not, they are presented as non - current liabilities.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in consolidated statement of profit or loss,

Offsetting of financial assets and liabilitics

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
statement of financial position if, and only if, there is a currently enforceable legal right to offset
the recognized amounts and there is an intention to settle on a net basis, or {0 realise the assets and
settle the liabilities simultaneously.

Employees’ end of service benefits

The Group provides end of service benefits to its employees. The entitlement to these benefits is
based upon the employees’® final salary and length of service, subject to the completion of a
minimum service period in accordance with relevant labour law and the em ployees® contracts. The
expected costs of these benefits are acerued over the period of employment. This liability, which is
unfunded, represents the amount payable to cach employee as a result of termination on the
financial position date.

With respect to its Kuwaiti national employees, the Group makes contributions to the Public

Institution for Social Security calculated as 2 percentage of the employees® salarics. The Group’s
obligations are limited to these contributions, which are expensed when due.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Provisions

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,

Treasury shares
Treasury shares consist of the Parent Company’s own shares that have been issued, subsequently

reacquired by the Parent 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

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

Dividends

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

Leases

The Group as a lessee

The Group assesses whether a contract is or contains a lease, at inception of the contract. The
Group recognizes a right-of-use asset and a corresponding lease liability with respect to all lease
arrangements in which it is the lessee.,
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5.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases (Continued)

The Group as a lessee (Continued)

Right of use assets

The Group recognizes right of use assets at the commencement date of the lease (i.e., the date the
underlying asset is available for use). Right of use assets are measured at cost, less any accumulated
amottization and impairment losses, and adjusted for any re-measurement of lease liabilities, the
cost of right of use assets includes the amount of lease liabilities recognized, initial direct costs
incurred, and lease payments made at or before the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain ownership of the leased asset at the end of
the lease term, the recognized right of use assets are amortized on a straight-line basis over the
shorter of its estimated useful life and the lease term. Right of use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group recognizes lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include fixed
payments (including in-substance fixed payments) less any lease incentives receivable, variable
lease payments that depend on an index or a rate, and amounts expected to be paid under residual
value guarantees. The lease payments also include the exercise price of a purchase option
reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if
the lease term reflects the Group exercising the option to terminate. The variable lease payments that
do not depend on an index or a rate are recognized as expense in the period on which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at
the lease commencement date if the interest rate implicit in the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the accretion of
interest reduced for the lease payments made. In addition, the carrying amount of lease liabilitics is
remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed
lease payments or a change in the assessment to purchase the underlying asset.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases (i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not contain a
purchase option). It also applies the lease of low-value assets recognition exemption to leases of
office equipment that are considered of low value. [ease payments on short-term leases and leases
of low-value assets are recognized as expense on a straight-line basis over the lease term.

The Group as a lessor
The Group doesn’t act as lessor during the year ended 31 December 2021

Revenue recognition

Revenue is measured based on the consideration to which the Group expects to be entitled in a
contract with a customer and excludes amounts collected on behalf of third parties. The Group
recognises revenue when it transfers control of a product or service to a customer. The Group
follows a 5-step process:
- Identifying the contract with a customer
- Identifying the performance obligations
- Determining the transaction price
- Allocating the transaction price to the performance obligations
- Recognising revenue when/as performance obligation(s) are satisfied.
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3.

5.15

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (Continued)

The total transaction price for a contract is allocated amongst the various performance obligations
based on their relative stand-alone selling prices. The transaction price for a contract excludes any
amounts collected on behalf of third parties.

IFRS 15 requires entitics to exercise Judgement, taking into consideration all of the relevant facts
and circumstances when applying cach step of the model to contracts with their customers. The
standard also specifies the accountin g for the incremental costs of obtainin £ a contract and the costs
directly related to fulfilling a contract. In addition, the standard requires extensive disclosures.

Revenue is recognised at a point in time when the Group satisfies performance obligations by
transferring the control of promised goods to its customers.

The Group considers the following factors in determining whether control of an asset has been
transferred:

= The Group has a present right 1o payment for the goods.

- The customer has legal title to the goods.

- The Group has transferred physical possession of the goods.

- The customer has the significant risks and rewards of ownership of the goods.

- The customer has accepted the goods.

Revenue for the Group arises from:

Sale of goods

Sales represent the total invoiced value of goods sold during the year. Revenue from sale of goods
is recognized when or as the Group transfers control of the goods to the customer. For standalone
sales, that are neither customized by the Group nor subject to significant integration services,
control transfers at the point in time the customer takes undisputed delivery of the goods. Delivery
occurs when the goods have been shipped to the specific location, have been purchased at store by
the customer, the risks of obsolescence and loss have been transferred to the customer, and either
the customer has accepted the goods in accordance with the sales contract, the acceptance
provisions have lapsed. or the Group has objective evidence that all criteria for acceptance have
been satisfied.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Profit income from term deposits
Profit income from term deposits is recognised using the effective interest rate method.

Other income

Other income mainly represents waste sales which are recognized when or as the Group transfers
control of the goods to the customer.

Contract liabilities

Contract liabilities are recognised if a payment is received or a payment is due (whichever is
carlier) from a customer before the Group transfers the related goods. Contract liabilities are
recognised as revenue when the Group performs under the contract (i.e., transfers control of the
related goods to the customer),

28




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 2021

5.

5.16

5.17

5.18

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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.

Foreign currencies

Functional and presentation currency

[tems included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (‘the functional
currency’). The consolidated financial statements are presented in *Kuwaiti Dinars® (KD).

Transactions and balances

Foreign currency transactions are translated to Kuwaiti Dinars using the exchange rates prevailing
at the dates of the transactions. Monetary items in foreign currencics are re-translated at the dates of
the consolidated statement of financial position. Foreign exchange gains and losses resulting from
the settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the consolidated statement
of profit or loss.

Group companies

The results and financial position of all the Group entities that have a functional currency different

from the presentation currency (except for companies which are operated in countries with very

high inflation rates) are translated into the presentation currency as follows:

- Assets and liabilities for each reporting date presented are translated at the closing rate at the
reporting date.

- Income and expenses for each statement of profit or loss are translated at average exchange
rates; and

- All resulting exchange differences are recognised as a separate component of other
comprehensive income.

Taxation

KFAS and Zakat

Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) and Zakat represent
levies/taxes imposed on the Parent Company at the flat percentage of profit for the year less
permitted deductions under the prevalent respective fiscal regulations of the State of Kuwait. Under
prevalent levies/taxes regulations, no carry forward of losses is permitied and there are no
significant differences between the levies/taxes bases of assets and liabilities and their carrying
amounts for financial reporting purposes.

Tax/statutary levy Rate
Contribution to KFAS 1.0% of net profit less permitted deductions
Zakat 1.0% of net profit less permitted deductions
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SUMMARY OF SIGNIFICANT ACCO UNTING POLICIES (CONTIN UED)
Taxation (Continued)

National Labour Support tax

The Group calculates National Labour Support Tax (“NLST™) in accordance with the Ministry of
Finance resolution No.19 of 2000. NLST is imposed at 2.5% of net profit attributable to the equity
holders of the Parent Company, less permitted deductions.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATION UNCERTAINTY

In the application of the Group's accounting policies, the management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.

Significant management judgements

In the process of applying the Group’s accounting policies, management has made the following

significant judgements, which have the most significant effect on the amounts recognised in the
consolidated financial statements:

Useful lives of tangible assets

As described in Note 3, the Group reviews the estimated useful lives over which its tangible assets
are depreciated. The Group's management is satisfied that the estimates of useful lives are
appropriate.

Classification of financial instruments

On acquisition of a financial asset. the Group decides whether it should be classified as "at fair
value through profit or loss™, "at fair value through other comprehensive income" or “at amortised
cost™. IFRS 9 requires all financial assets, except equity instruments and derivatives, to be assessed
based on a combination of the Group’s business model for managing the assets of the instrument’s
contractual cash flow characteristics. The Group follows the guidance of IFRS 9 on classifying its
financial assets and is explained in (Note 5).

Determining the lease term of contracts with renewal and termination oplions

The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if it is reasonably certain to be exercised. The
Group has lease contracts that include extension options. The Group applies judgement in
evaluating whether it is reasonably certain whether or not to exercise the options to renew these
leases. That is, it considers all relevant factors that create an economic incentive for it to exercise the
renewal. After the commencement date, the Group reassesses the lease term if there is a significant
event or change in circumstances that is within its control and affects its ability to exercise or not to
exercise the option to renew (e.g., construction of significant leasehold improvements or significant
Customisation to the leased asset). The Group included the renewal period as part of the lease term
for leases of land with shorter non-cancellable period. The Group typically exercises its option to
renew for this leases because there will be a significant negative effect on production if a
replacement asset is not readily available.
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6‘

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATION UNCERTAINTY
(CONTINUED)

Significant management judgements (continued)

Principal versus agent considerations

The Group enters into contracts to sell goods and render services to its customers at an amount that

reflects the consideration to which the Group expects to be entitled in exchange for those goods or

services. The Group determined that it is a principal in all its contracts with its customers.

- The Group controls the promised goods or services before the Group transfers the goods or
services to the customer.

- The Group satisfies the performance obligations by itself and does not engage another party in
satistying its performance obtligations in its contracts with customers.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
financial position date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below:

Impairment of non-financial assets

The Group reviews tangible assets on a continuous basis to determine whether a provision for
impairment should be recorded in the consolidated statement of profit or loss. In particular,
considerable judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the level of provisions required.

Impairment of investment in an associate

After application of the equity method, the Group determines whether it is necessary to recognise
any impairment loss on the Group’s investment in its associated companies, at each reporting date
based on existence of any objective evidence that the investment in the associate is impaired. If this
is the case the Group calculates the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value and recognises the amount in “share of
gain in associate” in the consolidated statement of profit or loss.

Impairment of inventories

Inventories are held at cost or net realisable value whichever is lower, When inventories become
old or obsolete, an estimate is made of the required impairment. For individually significant
amounts, this estimation is performed on an individual basis. Amount which are not individually
significant, but which are old or obsolete, are assessed collectively and a provision applied
according to the inventory type and the degree of ageing or obsolescence, based on historical
selling prices.
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6.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATION UNCERTAINTY
(CONTINUED)

Estimation uncertainty (continued)

Provision for expected credit losses of trade receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are
based on days past due for groupings of various customer segments that have similar loss patterns
(i.e., by geographical region, services type, customer and type). The provision matrix is initially
based on the Group’s historical observed default rates.

The Group will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information.

For instance, if forecast economic conditions (e, gross domestic product, stock market
capitalization) are expected to deteriorate over the next year which can lead to an increased number
of defaults in the paper manufacturing sector, the historical default rates are adjusted. At every
reporting date, the historical observed default rates arc updated and changes in the forward-looking
estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Group’s historical credit loss experience
and forecast of economic conditions may also not be representative of customer’s actual default in
the future. The information about the ECL on the Group’s trade receivables is disclosed in (Note
27).

Estimating the incremental borrowing rate for legses

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incremental borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that the
Group would have to pay to borrow over a similar term, and with a similar security, the funds
necessary to obtain an asset of a similar value to the right-of-use asset in a similar economic
environment. The IBR therefore reflects what the Group ‘would have to pay’, which requires
estimation when no observable rates are available or when they need to be adjusted to reflect the
terms and conditions of the lease. The Group estimates the IBR using observable inputs (such as
market interest rates) when available and is required to make certain entity-specific estimates
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T PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

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

categories;

Cost of sales

General and administrative expenses (Note 21)

8. LEASES

2021 2020

KD KD
544,720 491,539
16,864 15,329
561,584 506,868

The carrying amount of the Group’s right of use assets and the movements during the year as follows:

At 1 January

Amortization charges

Foreign currency translation difference
At 31 December

Right of use assets with a carrying value

security against term loans (Note 17).

Amortization charges are included in the consol

categories:

Cost of sales

General and administrative expenses (Note 21)

Set out below, are the carrying amounts of the Group’s

year:

At 1 January

Finance costs

Payments during the year

Foreign currency translation difference
At 31 December

2021 2020

KD KD
1,382,750 1,472,735
(93,237) (90,657)
(911) 672
1,288,602 1,382,750

of KD Nil (2020: KD 768.107) have been assigned as

idated statement of profit or loss under the following

2021 2020

KD KD
88,245 85,666
4,992 4,991
93,237 90,657

lease liabilities and the movements during the

2021 2020
KD KD
908,801 961,377
33.297 34,749
(63,072) (87,783)
(1.667) 458
877,359 008,801

The Group recognised rent expense from short-term leases of KD 206,561 (2020: KD 2 13,692) for the

year.

34



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

Notes to the consolidated financial statements
For the year ended 31 December 2021

8. LEASES (CONTINUED)

The lease liabilities are classified in the consolidated statement of fi

nancial position as follows:

3%

2021 2020
KD KD
Non-current portion 831,078 866,147
Current portion 46,281 42,654
877,359 908,801
9, INVESTMENT IN AN ASSOCIATE
The details of the Group’s associate are as follows:
Voting rights and
equifty interest
Name of Country of Yo Measurement Carrying value
associate incorporation 2021 2020 Activity 2021 2020
Yo Y KD KD
Yanbu Saudi
Kuwaiti
Paper
Products
Company Kingdom of Paper
L.t.d. Saudi Arabia 40 40 products 2,586,838 2,601,163
Summarised financial information in respect of the Group's associate is set out below:
2021 2020
KD KD
Associate’s finaneial position
Non-current assets 3.000,207 3,194,827
Current assets 4,611,295 5.528.056
Total assets 7,611,502 8,722,883
Non-current liabilities (222,999) (198.473)
Current liabilities (921,407) (2,021,503)
Total liabilities (1,144,406) (2.219.976)
Net assets 6.467.096 6,502,907
Group's share of associate’s net assets 2,586,838 2,601,163
Associate’s revenue and resul(s
Revenues 6,227,529 7,469,302
Net profit 448,685 460,392
Other comprehensive loss (4,923) (15.710)
Group's share of profit 179,474 184,157
Group's share of other comprehensive loss (1,969) (6,284)
Dividend received 159,800 -
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10.

11.

INVENTORIES
2021 2020
KD KD
Raw materials 1,965,528 3,524,483
Finished goods 266,223 137,750
Packing materials 61,444 47,945
Goods in transit 992,976 124,037
Spare parts 502,588 424,243
3,788,759 4,258,458
Provision for old and obsolete inventories (240.461) (240.664)
3,548,298 4,017,794

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

2021 2020
KD KD
At 1 January 240,664 139,821
Charge for the year - 101,389
Foreign currency translation difference (203) (546)
At 31 December 240,461 240,664

In 2021, inventories of KD 7,370,383 (2020: KD 7,582.788) were recognized as an expense and
included in 'cost of sales'.

TRADE AND OTHER RECEIVABLES

2021 2020

KD KD
Trade receivables 3,103,727 3,779,682
Less: provision for expected credit losses (213.950) (195,751)
2,889,777 3,583,931
Prepayments 118,714 81,707
Refundable deposits 71,597 75,712
Staff receivables 5,997 8.086
Other receivables 30,945 16,225

3,117,030 3,765,661

As at 31 December, the movement in the provision for expected credit losses as follows:

2021 2020
KD KD
At 1 January 195,751 141,621
Charge for the year 55,589 56,559
Write off during the year (37,175) (2,367)
Foreign currency translation difference (215) (62)
At 31 December ) 213,950 105,751

Disclosures relating to the credit risk exposures and analysis relating to the provision for expected
credit losses are set forth in Note 27,

36




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 2021

12.

13.

14.

15.

TERM DEPOSITS

Term deposits represent deposits placed at local bank denominated in Kuwaiti Dinars having an
original maturity period of three months or more and less than one year from the date of placement
and yield an average profit rate of 1.45 % (2020: 1.11%) per annum.

BANK BALANCES AND CASH

2021 2020

KD KD
Bank balances 4.070.479 1,523,023
Cash on hand and with portfolio manager 4,774 6.413
4,075,253 1,529,436

SHARE CAPITAL

The authorized, issued and paid up share capital is KD 10,069,180 (2020: KD 10,069,180) comprising
of 100,691,795 shares of 100 fils each (2020: 100,691,795 shares of 100 fils each) and all shares are
paid in cash.

RESERVES

Statutory reserve

As required by the Companies® Law, as amended, and the Parent Company's Memorandum of
Association, as amended, at least 10% of the profit for the year attributable to sharcholders of the
Parent Company before contribution to Kuwait Foundation for the Advancement of Sciences, National
Labour Support Tax, Zakat and Board of Directors’ remuneration is transferred per annum to statutory
Teserve as per a resolution issued by the Parent Company’s ordinary General Assembly. Such Transfer
may be discontinued as per a resolution issued by the Company’s Ordinary General Assembly when
the reserve exceeds 50% of the share capital. This reserve is not available for distribution except in
cases stipulated by Law and the Parent Com pany's Articles of Association,

Voluntary reserve

As required by the Companies’ Law, as amended, and the Parent Company's Memorandum of
Association, as amended, no more than 10% of the profit for the year attributable to shareholders of
the Parent Company before contribution to Kuwait Foundation for the Advancement of Sciences,
National Labour Support Tax, Zakat and Board of Directors’ remuneration may be deducted per
annum, as per a resolution issued by the Parent Company’s Ordinary General Assembly, in order to
form voluntary reserve, which is allocated for the purposes specilied by the assembly.

The Board of Directors in their meeting dated 12 February 2017 approved to discontinue the transfer
of profits to voluntary reserve.
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16.

17.

TREASURY SHARES

2021 2020
Number of shares 1,454,028 1,454,028
Percentage to issued shares (%) 1.44% 1.44%
Market value (KD ) 327,156 225374
Cost (KD) 164,740 164,740

The Parent 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 Parent Company,
pursuant to instructions of the relevant regulatory authorities.

TERM LOANS

2021 2020
KD KD
Current portion = 480,027
- 480,027

Term loans represents credit refinance facilitics (the “facilities™) obtained from a local 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% semiannually (2020: 3.5%) and repayable as shown below.

2021

Non- Maturity date
Facility Payable Current current
amount amount portion portion Current portion Non-current portion
KD KD KD KD
2,800,000 - - - - -
2020

Non- Maturity date
Facility Payable Current current
amount amount portion portion Current portion Non-current portion
KD KD KD KD

Up to November

2,800,000 480,027 480,027 - 2021 -

The facilities are secured by certain property, plant and equipment (Note 7) and right of use assets
(Note 8) in favour of the bank. It also requires, among other matters, 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.
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pany K.P.S.C. and its subsidiary

18.

19.

20.

TRADE AND OTHER PAYABLES

Trade payables
Dividends payable
Accrued expenses
Staff payables
KFAS

NLST

Zakat

Directors’ remuneration

NOTES PAYABLE

Notes payable include an amount of KD Nil
which carry an interest rate Nil % (2020: |

rate,

REVENUE

Type of revenue

Sale of multi-wall paper

Sale of superior value and high quality
bags and wrapping sheets

Sale of multi-ply printed and laminated
films

Waste sale

Total revenue from contracts with
customers

Profit income from term deposits
Total revenue

Geographical markets
Kuwait

GCC

Asia

Aftica

Total revenue from contracts with
customers

Timing of revenue recognition
Goods transferred at a point in time
Total revenue from contracts with
customers

Revenue

External customers

Total revenue from contracts with
customers

2021 2020

KD KD
1,832,053 812,635
184,522 172,053
261,986 244,654
531,573 415,471
12,953 10.003
41,648 35,508
15,754 13,298
30.000 30,000
2,910,489 1,733,622

For the year ended 31 December 2021

(2020: KD 108,155) represent facilities from local bank
.5%) per annum over the Central Bank of Kuwait discount

Industrial Consumer Flexible
Packaging  Packaging Packaging Other
Division Division Division income Total
KD KD KD KD KD
6.074.626 - - - 6.074.626
- 5,425,658 - - 5,425,658
- - 1,341,411 - 1,341,411
- - - 100,499 100,499
6,074,626 5,425,658 1,341,411 100,499 12,942,194
- - - 3.212 3.212
6.074,626 5.425.658 1.341.411 103,711 12,945,406
1,828,242 1,646,745 1,288.063 72.385 4,835,435
3,617,089 3,564,757 53.348 28.114 7,263,308
23,450 214,156 - - 237.606
605,845 = ® : 605,845

6.074.626 5,425,658 1,341,411 100,499 12,942,194
6,074,626 5,425,658 1,341,411 100,499 12,942,194
6,074,626 5.425.658 1.341.411 100,499 12,942,194
6,074,626 5,425,658 1,341,411 100,499 12,942,194
0,074,626 5,425,658 1.341.411 100,499 12,942,194
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20. REVENUE (CONTINUED)
For the year ended 31 December 2020
Industrial ~ Consumer Flexible
Packaging  Packaging Packaging Other

Division Division Division income Total
KD KD KD KD KD

Type of revenue
Sale of multi-wall paper 6,542,170 - - - 6.542.170
Sale of superior value and high quality
bags and wrapping sheets - 4,461,114 s = 4,461,114
Sale of multi-ply printed and laminated
films - - 1,287.067 - 1,287,067
Waste sale - - - 85,937 85,937
Gain on sale of property, plant and
equipment - - - 1,045 1,045
Total revenue from contracts with
customers 6,542,170 4,461,114 1,287,067 86,982 12,377.333
Profit income from term deposits = = - 5,558 5,558
Total revenue 6,542,170 4,461,114 1,287,067 92.540 12,382,891
Geographical markets
Kuwait 1.922.070 1,437,510 1,228,005 38,084 4,625,669
GCC 4,033,439 2,881,942 59,062 48,898 7.023,341
Asia 175,816 141,662 - - 317,478
Africa 410,845 - - - 410,845
Total revenue from contracts with
customers 6,542,170 4,461,114 1,287,067 86.982 12,377,333
Timing of revenue recagnition
Goods transferred at a point in time 6,542,170 4461114 1,287,067 86,982 12,377,333
Total revenue from contracts with
customers 6,542,170 4,461,114 1,287.067 86,982 12,377.333
Revenue
External customers 6,542,170 4,461,114 1,287,067 86,982 12,377,333
Total revenue from contracts with
customers 6.542.170 4,461,114 1,287,067 86,982 12,377,333

The Group recognised provision for expected credit losses on trade receivable arising from contracts
with customers, included in the consolidated statement of profit or loss, amounting to KD 55,589 for
the year ended 31 December 2021 (2020: KD 36,559).

Contract balances

2021 2020
KD KD
Contract liabilitics 36,227 59.898

The contract liabilities represent advances received from customers during the year to deliver goods to
customers during the year ending 31 December 2022. Performance obligations related to contract
liabilities for the year ended 31 December 2020, were satisfied during the year ended 31 December 202 1.
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21. GENERAL AND ADMINISTRATIVE EXPENSES

2021 2020

KD KD
Staff costs 667,519 617,723
Depreciation (Note 7) 16,864 15.329
Amortization (Note 8) 4,992 4.991
Rent 17325 14,874
Communication expenses 31,388 30,093
Professional fees 80,506 59,227
Travel expense 29,442 17,829
Stationery expenses 27.312 21,680
Others AN g 104,080
946,520 885.826

22. SELLING AND DISTRIBUTION EXPENSES

2021 2020

KD KD
Staff costs 130,236 135,127
Packing expenses 292,081 224,344
Others 57,278 44,767
479,595 404,238

23, BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is calculated by dividing the profit for the year by the weighted
average number of shares outstanding during the year after deducting treasury shares as follows:

2021 2020

KD KD
Profit for the year (KD) 1.341,388 1,024,917
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) 13.52 10.33
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24. CHANGES IN LIABILITIES ARISING FROM FINANCING ACTIVITIES

Lease Notes Dividends
Term loans liabilities ~_ payable __payable Total
KD KD KD KD KD

At 1 January 2021 480,027 908,801 108,155 172,053 1,669,036
Repayment of term loans (480,027) - - - (480,027)
Distribution of dividends - - = 992,378 992,378
Dividends paid & - %, (979,909) (979,909)
Payment of principal portion of

lease liabilities - (29,775) - - (29.775)
Payment of notes payable - E (108.155) - (108,155)
Finance costs accrued 9,448 33,297 653 - 43,398
Finance costs paid (9,448) (33,297) (653) - (43.398)
Foreign currency translation

difference - (1,667) - - (1,667)
At 31 December 2021 - 877.359 - 184,522 1,061,881
1 January 2020 1,080,027 961,377 166,362 163,026 2.370.792
Repayment of term loans (600,000) - - - {(600,000)
Distribution of dividends - - - 496,188 496,188
Dividends paid 2 - - (487,161) (487,161)
Payment of principal portion of

lease liabilities - (53,034) - - (53,034)
Payment from notes payable = - (58.207) - (58.207)
Finance costs accrued 35,258 34,749 4,474 - 74,481
Finance costs paid (35,258) (34,749) (4,474) - (74,481)
Foreign currency translation

difference - 458 - - 458
At 31 December 2020 480,027 908,801 108,155 172,053 1,669,036

25, RELATED PARTY TRANSACTIONS AND BALANCES

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 Parent Com pany's management.

Significant related party transactions and balances are as follows:

Consolidated statement of financial position: 2021 2020
KD KD
Board of Directors’ remuneration (Note 18) 30,000 30,000

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

2021 2020
KD KD
Consolidated statement of profit or loss
Key management compensation
Salaries and other short-term benefits 238,902 201,743
Termination benefits 16,332 14,832
Board of Directors’ remuneration 30.000 30,000
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26.

SEGMENT REPORTING

An operating segment is a component of an entity that engages in business activities from which it
may earn revenues and incur expenses, whose operating results are regularly reviewed by the entity's
chief operating decision maker to make decisions about resources to be allocated to the segment and
assess its performance, and for which discrete financial inform ation is available.

The Group conducts its activities through the below main operating segments:

Industrial Packaging Division: Produces and supplies multi-wall paper sacks for industrial use.

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

Flexible Packaging Division; Produces and supplies multi-ply printed and laminated films, including
aluminium foil lamination.

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

2021 2020 2021 2020
KD KD KD KD
Revenue Segment results

Industrial packaging division 6,074,626 6,542,170 940.280 827.116
Consumer packaging division 5.425.658 4,461,114 1,590,679 1,323,564
Flexible packaging division 1,341,411 1,287,067 154,266 228,459

12,841,695 12,290.351 2,685,225 2,379,139
Share of results of an associate 179,474 184,157
Other income 103,711 92,540
Provision for old and obsolete inventories - (101,389)
Provision for expected credit losses (55,589) (56,559)
Impairment of property plant and equipment - (18,960)
Foreign exchange loss (4,130) (2.919)
General and administrative expenses (946,520) (885,826)
Selling and distribution expenses (479,595) (404,238)
Finance costs (43,398) (74,481)
KFAS (12,953) (10,003)
NLST (39,169) (33.246)
Zakat (15.668) (13.298)
Board of Director’s remuneration (30.000) (30,000)
Profit for the year 1,341,388 1,024,917
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26. SEGMENT REPORTING (CONTINUED)

The following is an analysis of the Group's

revenue and segment results by geographical area for the

year:
2021 2020 2021 2020
KD KD KD KD
Revenue Segment resulis
Kuwait 4,763,050 4,587,585 1,262,447 1,176,656
GCC 7,235,194 6,974,443 1,270,771 1,137,899
Asia 237,606 317,478 59,621 5,719
Aftica 605,845 410,845 92,386 58.865
12,841,695 12,290.351 2,685,225 2,379,139

The following is an analysis of the Group’s assets and liabilities by geographical area for the year:

27.

271

a)

2021 2020 2021 2020
KD KD KD KD
Assets Liabilities
Kuwait 15,324,483 14,558,475 3,364.478 3,102,699
GCC 7,984,618 7,845,876 1.417.100 1.073.434
23,309,101 22,404,351 4,781,578 4,176,133

FINANCIAL RISK AND CAPITAL MANAGEMENT

The Group’s activities expose it to variety of financial risks: ¢.g. market risk (i.e. foreign currency risk
and interest rate risk as the Group does not have equity instruments), credit risk and liquidity risk. The
Group management policies for reducing each of the risks are discussed below. The Group does not
use derivative financial instruments based on future speculations,

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for
recognition, the basis of measurement and the basis on which income and expenses are recognised, in
respect of each class of financial asset and financial liability are disclosed in Note 5 to the
consolidated financial statements.

Market risk

Matket risk is the risk that the fair value or future cash flows of financial instrument will fluctuate
because of changes in market prices. Market risk comprises of, foreign currency risk and profit rate
risk.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates that affects the Group’s cash flows or the
valuation of the monetary assets and liabilities denominated in foreign currency.

The Group has set policies for the management of foreign exchange risk which require each company
in the Group to manage the foreign risk against its currency of operation. The Group tracks and
manages these risks by:
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27.

271
a)

b)

FINANCIAL RISK AND CAPITAL MANAGEMENT (CONTINUED)

Market risk (continued)

Foreign currency risk (continued)
- Monitoring the changes in foreign currency exchange rates on regular basis.
- Set up tide limits for dealing in foreign currencies for the basic objectives of the Group's activities.

The following is et foreign currencies positions as at the date of the consolidated financial
statements:

2021 2020

KD KD
United States Dollars (318,297) 961,520
Saudi Rival - 21,501
United Arab Emirates Dirhams 686,842 008,413
Euro (131,747 (31,730)

The tables below analyse the effect of a 5% strengthening in value of the currency rate against the
Kuwaiti Dinars from levels applicable at 31 December, with all other variables held constant on the
consolidated statement of profit or loss and consolidated statement of equity. The effect of decreases
in foreign currency is expected to be equal and opposite to the effect of the increases shown,

Change in currency rate Effect on profit for the
(%) year and equity

2021 2020

KD KD
United States Dollars +5% (15,915) 48,076
Saudi Arabian Riyal +5% - 1,075
United Arab Emirates Dirhams +5% 34,342 49,921
Euro +5% (6,587) (1,587)

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due {o changes in
market profit rates, the Group is not exposed to interest rate risk for deposits, term loans and lease
liabilities, since the deposits, term loans and lease liabilities carry a fixed profit rate. However, The
Group has financial instruments, which potentially subject the Group to interest rate risk, consist
primarily of notes payable.

The following table demonstrates the sensitivity of the consolidated statement of profit or loss to
reasonably possible changes in interest rates, with all other variables held constant.

The sensitivity of the consolidated statement of profit or loss is the cffect of the assumed changes in
interest rates on the Group’s profit before KFAS, NLST, Zakat and Board of Directors’ remuneration
for one year, based on the floating rate financial liabilities held at 31 December. The effect of
decreases in the rate is expected to be equal and opposite to the effect of the increases shown.

Change in Effect on profit for
basis points the year and equity
2021 2020 2021 2020
KD KD KD KD
Notes payahle - 108,155 +5% - (224)
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217.

272

FINANCTAL RISK AND CAPITAL MANAGEMENT (CONTINUED
Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge a contractual
obligation causing the other party to incur a financial loss. Financial assets which potentially subject
the Group to credit risk consist principally of trade receivables and other receivables (excluding
advance to suppliers and prepayments), term deposits and bank balances and cash,

Trade receivables
The Group applies the IFRS 9 simplified model of recognizing lifetime expected credit losses for all
trade receivables as these items do not have a significant financing component. In measuring the
expected credit losses, trade receivables have been assessed on a collective basis and grouped based
on shared credit risk characteristics and the days past due,

An impairment analysis is performed at each reporting date using a provision matrix to measure
expected credit losses. The provision rates are based on days past due for groupings of various
customer segments with similar loss patterns (i.e., by geographical region, service type and customer
type). The calculation reflects the probability-weighted outcome and reasonable and supportable
information that is available at the reporting date about past events, current conditions and forecasts of
future economic conditions.

Set out below is the information about the credit risk exposure on the Group’s trade receivables using
a provision mafrix;

Days past due
0-90 91-180 181-365 Above 365
31 December 2021 days days days days Total
KD KD KD KD KD
Expected credit loss rate (%) 0.24% 5.73% 55.48% 100%
Gross carrying amount 2,612,925 216,573 177,657 96,572 3,103,727
Expected credit losses 6,395 12,414 98.569 96,572 213,950
Days past due
0-90 91-180 181-365 Above 365
31 December 2020 days days days days Total
KD KD KD KD KD
Expected credit loss rate (%) 0.50% 6.236% 56.63% 100%
Gross carrying amount 3,337,375 253,729 58.389 130,189 3,779,682
Expected credit losses 16,677 15,822 33,063 130,189 195,751

Trade receivables are written off (i.e. derecognized) when there is no reasonable expectation of
recovery. Failure to make payments within 365 days from the due date and failure to engage with the
Group on alternative payment arrangement among others is considered indicators of no reasonable
expectation of recovery and therefore is considered as credit im paired

Financial instruments, term deposils and bank balances and cash:

The Group’s deposits, bank balances and short term deposit measured at amortized cost are considered
to have a low credit risk and the loss allowance is based on the 12 months expected loss. The Group’s
deposits, bank balances and short term deposit are placed with high credit rating financial institutions
with no recent histoty of default. Based on management’s assessment, the expected credit loss impact
arising from such financial assets are insignificant to the Group as the risk of default has not increased
significantly since initial recognition.

46




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

Notes to the consolidated financial statements
[‘or the year ended 31 December 2021

27. FINANCIAL RISK AND CAPITAL MANAGEMENT (CONTINUED)
272 Credit risk (Continued)
Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum net
exposure to credit risk by class of assets at the reporting date is as follows:

2021 2020

KD KD
Trade and other receivables (excluding prepayments) 2,998.316 3,683,954
Term deposits 650,000 570,000
Bank balances and cash with portfolio manager 4,070,689 1,526,159
7,719,005 5,780,113

Geographic concentration of maximum exposure to credit risk
The maximum exposure 1o credit risk for financial assets at the reporting date by geographical region
and industry wise sector as follows:

GCC Other Total
KD KD KD
2021
Trade and other receivables (excluding prepayments) 2,871,441 126,875 2,998.316
Term deposit 650,000 - 650,000
Bank balances and cash with portfolio manager 4,070,689 - 4,070,689
7,392,130 126,875 7,719,005
GCC Other Total
KD KD KD
2020
Trade and other receivables (excluding prepayments) 3.562,697 121,257 3,683,954
Term deposits 570,000 - 570.000
Bank balances and cash with portfolio manager 1,526,159 - 1,526,159
5,658,856 121,257 5,780,113
2021 2020
KD KD
Industry secitor;
Manufacturing 2,998,316 3,683,954
Banks and financial institutions 4,720,689 2,096,159
7.719.005 5,780,113
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27,

27.3

274

FINANCIAL RISK AND CAPITAL MANAGEMENT (CONTINUED)
Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To
limit this risk, management has arranged diversified funding sources, manages assets with liquidity in
mind, and monitors liquidity on a daily basis.

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 facilitics. by continuously monitoring
forecast and actual cash flows and matching the maturity profiles of financial assets and lizbilities.

The table below analyses the Group’s non-derivative financial liabilities based on the remaining
period at the financial position to the contractual maturity date. The amounts disclosed in the table are
the contractual undiscounted cash flows. the carrying amounts of the Group’s liabilities with maturity
less than 12 months are not materially different from their contractual undiscounted figures.

Less than 3to12 1to2 2to5s
2021 3 months months years years Total
KD KD KD KD KD
Lease liabilities 13,316 64,949 78.266 1,017,083 1,173,614
Trade and other payables 2,461,647 448,842 - - 2,910,489
2,474,963 513,791 78,266 1,017,083 4,084,103
Less than 3to12 1to2 2t05
2020 3 months months years years Total
KD KD KD KD KD
Term loans - 494,268 = 2 494,268
Lease liabilities 12,117 61,350 74,558 1.052,500 1,200,525
Trade and other payables 1,640,261 93,361 - - 1,733.622
Notes payable 110,168 110,168

1,762,546 648,979 74,558 1,052,500 3,538,583

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 stakcholders

and to provide an adequate return to shareholders by pricing produets 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 asscts

to reduce debt.

48




Shuaiba Industrial Com pany K.P.S.C, and its subsidia ry
State of Kuwait

Notes to the consolidated financial statements
For the year ended 31 December 2021

27,
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28.

29,

FINANCIAL RISK AND CAPITAL MANAGEMENT (CONTIN UED)
Capital risk management (Continued)

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 bank balances and cash, and the
total capital invested is calculated as the total equity and net debt.

2021 2020

KD KD
Term loans - 480,027
Lease liabilities 877,359 908.801
Notes payable - 108,155
Less: bank balances and cash (4,075,253) (1,529,436)
Net debt (3,197,894) (32,453)
Equity 18,527,523 18,228.218
Capital invested 15,329,629 18,195,765

Gearing ratio - x

In order to achieve this overall objective, the Group’s capital management, among others, aims {o
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 interest 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 2021.

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 Parent Company’s value to its shareholders and simultaneously keeping the cost of
capital at the lowest level.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

The fair value represents the price that would be received to sell assets or paid to transfer a liability in
an ordinary transaction between market part icipants at the measurement date.

In the opinion of Group’s management the fair value of financial assets and financial liabilities are not
materially different from their carrying values at the financial position date.

COMMITMENTS AND CONTINGENT LIABILITIES

2021 2020
KD KD
Contingent liabilities
Letters of credit 59,966 -
Letters of guarantec 74,208 115,332
134,174 115,332
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30.

31.

ANNUAL GENERAL ASSEMBLY MEETING

The Annual Ordinary General Assembly of the shareholders of the Parent Company held on 5 May
2021 approved the following;:

- The consolidated financial statements of the Group for the financial year ended 31 December 2020

- Transfer of KD 84,891 from voluntary reserve to retained carnings for distribution of cash
dividends for the financial year ended 31 December 2020 (2019: KD 207,408).

- Distribution of cash dividends of 10% equivalent to 10 fils per share on outstanding shares
excluding treasury shares, amounting to KD 992,378 for the financial year ended 31 December
2020 to the shareholders of the Parent Company’s record as at the accrual date (2019: KD
496,188).

At the meeting held on 23 March 2022 the Board of Directors have proposed to distribute board of
directors’ remuneration of KD 30,000 for the year ended 31 December 2021 (2020: KD 30,000),
which is subject to the approval of the Shareholders’ Annual General Assembly.

SIGNIFICANT EVENTS

Impact of COVID-19

[n relation to the COVID-19 outbreak. Group’s business continuity plans are working. The Group has
assessed the principal risks and uncertainties, including the COVID-19 pandemic and the impact it is
having on economic activity. The Group actively monitors the impact of COVID-19 and adopting cost
control measures to mitigate against the potential impact of weaker demand for cement bags and other
paper products. These measures have included;

- The reduction of appropriate variable costs;
- Tight control of discretionary expenditure:
- A recruitment control,

The Group has updated inputs and assumptions used for the determination of expected credit losses
(“ECLs™) in response to uncettainties caused by COVID 19 and unprecedented volatility in economic
factors. ECLs were estimated based on a range of forecast economic conditions. Considering that the
situation is fast evolving, the Group has considered the impact of higher volatility in the forward-
looking macro-economic factors, when determining the severity and likelihood of economic scenarios
for ECL determination and will continue to do so for the upcoming quarters.

The ECL models have been updated through adjustments in the methods of scenario construction and
the underlying weightages assigned to these scenarios. The forward-looking factor used is determined
from the observed historical credit index. The credit index is used to forecast expected point-in-time
probabilities of default for the credit portfolio of the Group. The Group has given specific
consideration to the relevant impact of COVID-19 on the qualitative and quantitative factors when
determining the significant increase in credit risk and assessing the indicators of impairment for the
€Xxposures in potentially affected sectors.

In addition to the assumptions outlined above, the Group continues to closely monitor the potential
repayment risk impact of COVID-19 on affected industry sectors.

The Group has modelled a number of scenarios including where the restrictions imposed as a result of
the pandemic and the downturn in economic activity continues. Further possible downside risk has
been incorporated into forecasts through a widening of sensitivities.

Having considered the Group’s forecasts, sensitivity analysis and the Group’s significant financial
headroom, management have a reasonable expectation that the Group as a whole have adequate
resources to continue in operational existence for the foreseeable future. For this reason, they continue
to adopt the going concern basis in preparing the consolidated financial statements.
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