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Kuwait

Independent Auditor’s Report

To the Shareholders of
Specialities Group Holding Company K.P.S.C.

State of Kuwait
Report on the Audit of the Consolidated Financial Statements
Qualified Opinion

We have audited the consolidated financial statements of Specialities Group Holding Company K.P.S.C.
(“the Parent Company”) and its subsidiaries (together referred to as “the Group™), which comprise the
consolidated statement of financial position as at 31 December 2019, and the consolidated financial
statements of profit or loss, profit or loss and other comprehensive income, changes in equity and 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, except for the possible effects of the matter described in the “Basis for qualified opinion”
paragraph below, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Specialities Group Holding Company K.P.S.C. as at 31 December
2019, and its consolidated financial performance and cash flows for the financial year then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for qualified opinion

As disclosed in (Note No. 3.1), the consolidated financial statements of the Group include the financial
information of one of the subsidiaries “Specialities Real Estate Company W.L.L.”(“SREC™) located in
(Kingdom of Saudi Arabia), which was based on management accounts as at 31 December 2012. The
Group’s management did not record the financial information of SREC W.L.L. Subsequent to 31 December
2012, we were unable to obtain sufficient appropriate information to satisfy ourselves on the balances
included in the Group’s consolidated financial statements relating to such subsidiary. Consequently, we have
qualified our audit opinion in this regard on the consolidated financial statements for prior years since 31
December 2013.

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the consolidated
financial statements section of our report. We are independent of the Group in accordance with 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. We have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our qualified 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. We do not
provide a separate opinion on these matters.

In addition to the matter described in the “Basis for qualified opinion above” section, we have determined the
matters described below to be the key audit matters to be communicated in our report.

BDO AL Nisf & Partners is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of
independent member firms.
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Independent auditor’s report (Continued)

To the Shareholders of
Specialities Group Holding Company K.P.S.C.

State of Kuwait

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

Key Audit Matters (Continued)

Accounts receivable and other debit
balances

The Group has a material balance of accounts
receivable and other debit balances at 36%
(2018: 38%) of the total assets. There are risks
associated with recovery of the past due
amounts. Due to the nature of the significant
judgments associated with the calculation of
expected credit losses, the assessment of the
expected credit losses is a key element.

Our main focus is to determine the amounts
recoverable from accounts receivable, as the
determination of the amounts recoverable of
certain trade receivables may involve making
significant  estimates based on several
assumptions.

See (Note 9) and (Note 29) on the consolidated
financial statements for the related disclosures.

Unquoted financial assets at fair value
through profit or loss

The Group has unquoted financial assets at fair
value through profit or loss, which are
measured at fair value using market data and
unobservable  significant inputs of KD
4,988,445 (2018: KD 4,649,932) represent
assets of level 3. Theses assets are significant
in the context of the consolidated financial
position and the Group’s results.

Valuation of the unquoted financial assets at
fair value through profit or loss is a significant
matter for our audit as it is largely based on
estimations  (assumptions and  multiple
valuation methods) include assumptions not
observable in the market. The utilized
valuation methods included price to carrying
value, price to earnings, discounted cash flows
and dividends discount models.

See (Note 13) and (Note 30) on the consolidated
financial statements for the related disclosures.

How our audit addressed the matter
Our performed audit procedures included the following,
among other matters:

1-

Our review focused on reviewing the compliance
with the Group's credit and collection policies and
inquired whether there were changes from previous
years.

We have reviewed the aging of trade receivables.

We have reviewed the form of expected credit losses
used by the management to determine the
impairment.

We have made test for the inputs used, whether
current or historical, and reviewed the assumptions
used to calculate the expected credit losses.

We have valuated adequacy of accounts receivable
and other debit balances and the expected credit loss
in (Note 9) and (Note 29) on the consolidated
financial statements particularly completeness and
accuracy of the related disclosures.

How our audit addressed the matter

Our performed audit procedures included the following,
among other matters:

1=

Our review focused on carrying out procedures to
assess the applied techniques and multiples used for
valuation of unquoted financial assets at fair value
through profit or loss. As part of our audit, we used
our valuation experts to help in valuation of
methodologies and assumptions.

We have valuated the price to carrying value, price
to earnings used through measurement of the same in
the comparable companies and market information.
In addition, we have valuated growth rates, discount
rates and final growth rates for valuations that are
made using the discounted cash flows.

We have valuated adequacy of the disclosures on fair
value in (Note 13) and (Note 30) on the consolidated
financial statements, particularly completeness and
accuracy of assets of level 3 and their related
sensitivity.

BDO Al Nisf & Partners is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of

independent member firms.
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Independent auditor’s report (Continued)

To the Shareholders of
Specialities Group Holding Company K.P.S.C.

State of Kuwait

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

Other information included in the Group’s annual report for the year 2019

Management is responsible for the other information. The “Other information” section consists of the
information included in the annual report of the Group for the year 2019, other than the consolidated financial
statements and the auditor’s report thereon. We obtained the report of the Parent Company’s board of
directors, prior to the date of auditor’s report. We expect to obtain the remaining sections of the annual report
after the date of auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information, and we do not and
we will 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 mentioned above and consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. If, based on the work we have performed though the other information that we have obtained prior
to the date of our auditor’s report, we conclude that there is a material misstatement of this other information;
we are required to report that fact in our report. We have nothing to report in this regard.

As described in the “Basis for qualified opinion” section above, the consolidated financial statements of the
Group include the financial information of one of the Group’s subsidiaries, SREC W.L.L. (KSA), which was
based on the management accounts as at 31 December 2012. The Group did not record the financial
information of SREC W.L.L. post 31 December 2012 as the management believes that the financial
information of the subsidiary requires further analysis and clarification. Accordingly, we are unable to
conclude whether the other information is materially misstated, with respect to this matter.

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with 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 to liquidate the group or to cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

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

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

BDO Al Nisf & Partners is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of
independent member firms.
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Independent auditor’s report (Continued)

To the Shareholders of

Specialities Group Holding 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)

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional

skepticism throughout the audit. We also:

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Group’s management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting. Based on
the audit evidence obtained, we will determine 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 will 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 will be based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Group to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures. Further, evaluate whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

e Obtain sufficient appropriate audit evidence regarding the financial information of the companies or
business activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group audit. We remain solely
responsible for our audit opinion.

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

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

Among 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 considered as a key audit matter. We disclosed these matters in our auditor’s report in our audit
report unless local laws or regulations preclude 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.

BDO Al Nisf & Partners is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of
independent member firms.
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Independent auditor’s report (Continued)
To the Shareholders of
Specialities Group Holding Company K.P.S.C.

State of Kuwait
Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of accounts 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, except for the
possible effects of the matter described in "Basis for qualified opinion" paragraph above. 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, and by the Parent Company’s Memorandum of Incorporation
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 of the Parent Company’s Memorandum of Incorporation and Articles of Association, as
amended, have occurred during the financial year ended 31 December 2019 that might have had a material
effect on the business of the Parent Company or its financial position.

.

Qais M. Al Nisf
License No. 38 A"
BDO Al Nisf & Partners

Kuwait: 8 March 2020

BDO Al Nisf & Partners is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of
independent member firms.



Specialties Group Holding Company K.P.S.C. And its subsidiaries

State of Kuwait

Consolidated Statement of Financial Position
As at 31 December 2019

Assets

Non-current assets

Property, plant and equipment

Intangible assets

Investment properties

Investment in associates

Financial assets at fair value through other comprehensive
income

Accounts receivable and other debit balances

Current assets

Inventories

Trading properties

Accounts receivable and other debit balances

Due from related parties

Financial assets at fair value through profit or loss
Term deposit

Cash and cash equivalents

Assets classified as held for sale

Total assets

Equity and liabilities
Equity

Share Capital

Share premium

Statutory reserve

Voluntary reserve

Other components of equity
Treasury shares

Retained earnings

Equity attributable to shareholders of the Parent Company
Non-controlling interests
Total equity

Non-current liabilities
Provision for employees’ end of services indemnity
Payables and other credit balances

Current liabilities

Payables and other credit balances
Total liabilities

Total equity and liabilities

The accompanying notes on pages 11 to 60 form an integral part of these consol

idated finanetdl

statements.
Mr. Bassim Abdullah Al-Othman
Chairman b \
______’_,/_.———-—) ‘ 6

X

Notes

SO NN

10
11

12
13
14
15

16

17
20
18
19
21
22
20

23
24

24

2019 2018
KD KD
1,600,893 1,778,086
177,442 212,640
2,059,000 2,000,388
4,520,942 4,607,838
10,788 10,788
2,972,490 3,306,072
11,341,555 11,916,312
2,168,298 1,973,321
1,636,486 2,024,154
10,517,358 10,249,091
1,384,167 857,398
5,046,299 4,709,903
1,000,000 1,000,000
3,522,091 1,839,812
25274,699 22,653,679
1,220,015 1,115,137
26,494,714 23,768,816
37,836,269 35,685,128
15,000,000 15,000,000
12,620,790 12,620,790
275,327 133,732
275,327 133,732
1,310,770 1,344,986
(2,418,587)  (2,418,587)
2,049,259 986,315
29,112,886 27,800,968
232,739 231,335
29,345,625 28,032,303
790,801 690,687
950,411 263,302
1,741,212 953,089
6,749,432 6,698,836
8,490,644 7,652,825
37,836,269 35,685,128

Mr. Mubarak Wayqa/y;m Al-Waqayan

CEO

d



Specialties Group Holding Company K.P.S.C. And its subsidiaries

State of Kuwait

Consolidated Statement of Profit or Loss
For the financial year ended 31 December 2019

Continued operations
Revenues

Revenue costs

Gross profit

Lease income

Other income

Dividend income

Profit on sale of property, plant and equipment
Recovery of provision for expected credit losses
Depreciation & amortization

Change in fair value of investment properties

Write down of trading properties to net realisable value

Staff costs

General and administrative expenses
Selling and distribution expenses
Operating profit

Share of results of associates

Unrealized loss on financial assets at fair value through profit

or loss
Interest income
loss on foreign currency exchange

Profit for the year from continued operations before

deductions
National Labour Support Tax

Kuwait Foundation for the Advancement of Sciences

Contribution to Zakat

Board of directors’ remuneration

Profit for the year from continuing operations
Discontinuing operations

Loss for the period from discontinued operations
Profit for the year

Attributable to:
The Parent Company’s shareholders
Non-controlling interests

Basic and diluted earnings per share from the continuing
operations attributable to the shareholders of the Parent

Company

Basic and diluted loss per share from the discontinued
operations attributable to the shareholders of the Parent

Company

Basic and diluted earnings per share attributable to shareholders

of the Parent Company

Notes

25

12,9

7
11

13

16

26

26

26

2019 2018

KD KD
20,429,318 22,247,648
(17,485,660)  (18,993,816)
2,943,658 3,253,832
60,387 63,000
156,865 223,461
99,619 .
15,773 6,100
357,768 267,407
(106,811) (109,012)
58,118 -
(27,509) (81,347)
(1,145,833)  (1,080,556)
(719,407) (604,758)
(63,049) (94,418)
1,629,579 1,843,709
(84,568) (80,614)
(17,116) (3,951)
30,858 68,510
(252) (150)
1,558,501 1,827,504
(23,073) (33,219)
(12,515) (12,036)
(9,229) (13,288)
(25,000) (25,000)
1,488,684 1,743,961
(166,378) (251,596)
1,322,306 1,492,365
1,320,719 1,497,164
1,587 (4,799)
1,322,306 1,492,365
10.43 12.25
(1.17) (1.76)
9.26 10.49

The accompanying notes on pages 11 to 60 form an integral part of these consolidated financial

statements.






