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IBDO 

INDEPENDENT AUDITOR'S REPORT 

Tel: +965 2242 6999 
Fax: +965 2240 1666 
www.bdo.com.kw 

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

Report on the Audit of the Consolidated Financial Statements 

Qualified Opinion 

Al Shaheed Tower, 6'h Floor 
Khaled Ben Al Waleed Street, Sharq 
P.O. Box 25578, Safat 13116 
Kuwait 

We have audited the consolidated financial statements of Specialities Group Holding Company K.S .C.P. ("the Parent Company") 
and its subsidiaries (together referred to as "the Group"), which comprise the consolidated statement of financial position as at 31 
December 2020, 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 of Qualified Opinion" paragraph below, the 
consolidated financial statements present fairly, in all material respects, the consolidated financial position of Specialities Group 
Holding Company K.S .C.P. as at 31 December 2020, and its consolidated financial performance and its consolidated cash flows 
for the financial year then ended in accordance with International Financial Reporting Standards ("IFRSs"). 

Basis for Qualified Opinion 

As disclosed in (Note 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." 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 Specialities Real Estate 
Company 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. 

Except for the possible effects of the matter described in the "Basis of Qualified Opinion" paragraph, 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 of Qualified Opinion" paragraph above, we determined the below matters as key 
audit matters being reported in our report. 

BOOAI Nist & Partners is a member of BOO International Limited, a UK company limited by guarantee, and forms part of the international BOO network of 
independent member firms. 
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IBDO 
INDEPENDENT AUDITOR'S REPORT (CONTINUED) 

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

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. 

Refer to (Note 9 and Note 29) to 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 KO 4,980,612 represent assets of level 3. These 
assets are significant in the context of the Group's 
consolidated financial position and 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 utilised valuation 
methods included price to carrying value, price to 
earnings, discounted cash flows and dividends discount 
models. 

Refer to (Note 13 and Note 30) to the consolidated 
financial statements for the related disclosures. 

How our Audit Addressed such Matters 

Audit procedures performed by us included carrying out the 
following procedures and other matters: 

• 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 assessed the adequacy and appropriateness of the 
accounts receivable and other debit balances disclosures 
and the expected credit losses in (Note 9 and Note 29) to 
the consolidated financial statements. 

How our Audit Addressed such Matters 

Audit procedures performed by us included carrying out the 
following procedures and other matters: 

• 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 have used our valuation 
experts to help in valuation of methodologies and 
assumptions . 

• We assessed 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. 

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

BOO Al Nist & Partners is a member of BOO International Limited, a UK company limited by guarantee, and forms part of the international BOO network of 
independent member firms. 
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IBDO 
INDEPENDENT AUDITOR'S REPORT (CONTINUED) 

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

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

Other Information Included in the Group 's Annual Report for year 2020 

Management is responsible for the other information. The "Other information" section consists of the information included in the 
annual report of the Group for year 2020, 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 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 on the 
other information 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 of Qualified Opinion" section above, the consolidated financial statements of the Group include the 
financial information of one of the Group ' s subsidiaries, Specialities Real Estate Company W.L.L. (Kingdom of Saudi Arabia), 
which was based on the management accounts as at 31 December 2012 . The Group did not record the financial information of 
Specialities Real Estate Company 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 objective is 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. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism throughout 
the audit. We also : 
• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, 

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

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group's internal control. 
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BOO Al Nist & Partners is a member of BOO International Limited, a UK company limited by guarantee, and forms part of the international BOO network of 
independent member firms. 



IBDO 
INDEPENDENT AUDITOR'S REPORT (CONTINUED) 

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

• 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. 

• 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. 

• 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 the auditor 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. 

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 of 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. I 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, and by Parent Company ' s 
Memorandum of Incorporation and Articles of Association, as amended, have occurred during the financial year ended 31 
December 2020 that might have had a material effect on the business of the Parent Company or its financial position. 

Furthermore, in our opinion, except for the matter described in the "Basis of Qualified Opinion" section above. We report that 
nothing has come to our attention indicating any violations during the financial year ended 31 December 2020 of the Law No. 7 of 
2010 regarding Establishment of Capital Markets Authority and its Related Regulations, as amended, 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: 23 March 2021 
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BOO Al Nisf & Partners is a member of BOO International Limited , a UK company limited by guarantee, and forms part of the international BOO network of 
independent member firms. 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Consolidated Statement of Financial Position 
As at 31 December 2020 

Notes 
Assets 
Non-current assets 
Property, plant and equipment 5 
Intangible assets 6 
Investment properties 7 
Investment in associates 8 
Financial assets at fair value through other comprehensive income 
Accounts receivable and other debit balances 9 

Current assets 
Inventories 10 
Trading properties 11 
Accounts receivable and other debit balances 9 
Due from related parties 12 
Financial assets at fair value through profit or loss 13 
Term deposit 14 
Cash on hand and bank balances 15 

Assets classified as held for sale 16 

Total assets 

Equity and liabilities 
Equity 
Share Capital 17 
Share premium 
Statutory reserve 18 
Voluntary reserve 19 
Other components of equity 21 
Treasury shares 22 
Retained earnings 
Equity attributable to the shareholders of the Parent Company 
Non-controlling interests 
Total equity 

Liabilities 
Non-current liabilities 
Provision for employees' end of service indemnity 23 
Accounts payable and other credit balances 24 

Current liabilities 
Accounts payable and other credit balances 24 
Total liabilities 
Total equity and liabilities 

2020 2019 
KD KD 

1,439,166 1,600,893 
1,309,749 177,442 
1,467,000 2,059,000 
4,508,844 4,520,942 

10,788 10,788 
4,302,601 2,972,490 

13,038,148 11,341 ,555 

2,203,557 2,168,298 
1,21 7,074 1,636,486 

10,520,737 10,517,3 58 
1,384,216 1,384,167 
5,039,373 5,046,299 
1,000,000 1,000,000 
5,029,013 3,522,091 

26,393,970 25,274,699 
1,425,921 1,220,015 

27,819,891 26,494,714 
40,858,039 37,836,269 

16,500,000 15,000,000 
12,620,790 12,620,790 

286,832 275,327 
286,832 275,327 

1,276,422 1,310,770 
(2,418,587) (2,418,587) 

628,149 2,049,259 
29,180,438 29,112,886 

318,246 232,739 
29,498,684 29,345,625 

703 ,817 790,801 
2,268,429 950,411 
2,972,246 1,741,212 

8,387,109 6,749,432 
11,359,355 8,490,644 
40,858,039 37,836,269 

The accompanying notes on pages 10 to 59 form an integral part of these consolidated financial statements. 
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rak Waqayan Al-Waqayan 
'xecutive Officer 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Consolidated Statement of Profit or Loss 
For the financial year ended 31 December 2020 

Notes 
Continuing operations 
Revenues 25 
Cost of revenue 
Gross profit 

Rental income 
Other income 
Dividends income 
Gain on sale of property, plant and equipment 
Depreciation and amortisation 
Change in fair value of investment properties 7 
Ga in on sa le ofan investment property 7 
Write down of trading properties to net realisable value 11 
Reversal of provision for expected credit losses 9, 12 
Staff costs 
General and adm inistrative expenses 
Selling and distribution expenses 
Operating profit 

Share of results from associates 8 
Unrealised loss on financial assets at fa ir value through profit or loss 13 
Interest income 
Foreign exchange loss 
Profit for the year from continued operations before deductions 
National Labour Support Tax 
Contribution to Kuwait Foundation for the Advancement of Sciences 
Contribution to Zakat 
Board of Directors ' remuneration 
Profit for the year from continuing operations 
Discontinued operations 
Loss for the year from discontinued operat ions 16 
Profit for the year 

Attributable to: 
The Parent Company's Shareholders 
Non-controlling interests 

Basic and diluted earni ngs per share from the continuing operations 
attributable to the shareholders of the Parent Company 26 

Basic and diluted loss per share from the discontinued operations 
attributable to the shareholders of the Parent Company 26 

Basic and diluted earn ings per share attributable to shareholders of the 
Parent Company 26 

2020 2019 
KO KO 

18,465,692 20,429,3 [8 
(16,1 02,344) ( 17,485,660) 

2,363 ,348 2,943,658 

48,125 60,387 
194,453 I 56,865 

99,619 
I 5,773 

(274,394) ( 106,811) 
58, J 18 

58,000 
(4 19,412) (27 ,509) 

37,904 357,768 
(1 ,095 ,043) ( 1, 145,833) 

(565 ,544) (719,407) 
(68 ,4 l 0) (63,049) 
279,027 1,629,579 

(13,98[) (84,568) 
(6,926) ( 17, I l6) 
23,122 30,858 
(2,820) (252) 

278,422 1,558,50 l 
(8 ,819) (23,073) 

(807) (12,5 LS) 
(3 ,527) (9 ,229) 

(25 ,000) 
265,269 1,488,684 

(185 ,507) (166,378) 
79,762 1,322,306 

76,485 1,320,7[9 
3,277 1,587 

79 ,762 1,322,306 

1.67 9.47 

( J. 18) ( 1.06) 

0.49 8.41 

The accompanying notes on pages IO to 59 form an integral part of these conso lidated financial statements. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Consolidated Statement of Profit or Loss and Other Comprehensive Income 
For the financial year ended 3 J December 2020 

Profit for the year 

Other comprehensive loss 
Items that may be reclassified subsequently to the consolidated statement of profit 
or loss: 
Differences of foreign currency translation 
Other comprehensive loss 

Total comprehensive income for the year 

Attributable to : 
The Parent Company's Shareholders 
Non-contro lling interests 

2020 
KD 

79,762 

(9 ,728) 
(9,728) 

70,034 

67,552 
2,482 

70,034 

2019 
KD 

1,322,306 

(8,984) 
(8,984) 

1,3 13,322 

1,3 11 ,9 18 
1,404 

1,3 13,322 

The accompanying notes on pages 10 to 59 form an integral part of these consolidated financial statements. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Consolidated Statement of Changes in Equity 
For the financial year ended 3 1 December 2020 

Equity 
attribu ta ble 

Other to the 
compon ents sh areholders Non-

Share Share Statutory Voluntary of equity Treas ury Retained of th e Parent controlling Total 
caeital eremium reserve reserve (Note 21} shares earnings Comean _y interests eguit_y 

KD KD KD KD KD KD KD KD KD KD 

Balance at 1 January 2019 15,000,000 12,620,790 133,732 133,732 1,344,986 (2,4 18,587) 986,3 15 27,800,968 23 1,335 28,032,303 
Profi t for the year 1,320,719 1,320,719 1,587 1,322,306 
Other comprehensive loss fo r 
the year (8,80 l ) (8,80 I ) (183) (8,984) 
Total comprehensive (loss) / 
income fo r the year (8,80 I ) 1,320,7 19 1,3 11 ,9 18 1,404 1,313,322 
Transfer to reserves 141 ,595 14 1,595 (283, 190) 
Adjustments to revaluat ion 
reserve (Note 2 1) (25 ,4 15) 25,4 15 
Balance at 31 December 2019 15,000,000 12,620,790 275,327 275,327 1,3 10,770 (2,418,587) 2,049,259 29,11 2,886 232,739 29,345,625 

B alance at 1 January 2020 15,000,000 12,620,790 275,327 275,327 1,310,770 (2,4 18,587) 2,049,259 29, I 12,886 232,739 29.345.625 
Issue of bonus shares (Note I) L500,000 (L500,000) 
Effect of acqui sition of a 
subsidiary (Note 3.1) 83 ,025 83,025 
Profit for the year 76,485 76,485 3,277 79,762 
Other comprehensive loss fo r 
the year (8,933) (8,933) (795) (9,728) 
Total comprehensive (loss) / 
income for the year (8,933) 76,485 67,552 2,482 70,034 
Transfer to reserves 11,505 I 1,505 (23,0 IO) 
Adjustments to revaluation 
reserve (Note 2 1) (25,415) 25,4 15 
Balance at 31 Decemb er 2020 16,500,000 12,620,790 286,832 286,832 1.276,422 (2,4 I 8,587) 628,149 29, 180,438 3 I 8,246 29.498,684 

The accompanying notes on pages IO to 59 form an integral part of these consolidated financial statements. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Consolidated Statement of Cash Flows 
For the financia l year ended 31 December 2020 

Notes 
Cash flows generated from operating activities 
Profit for the year fro m continuing operations 
Loss for the year fro m discontinued operations 16 

A djuslmenls: 
Depreciation 5 
Amortisation 6 
Change in fair value of investment properties 7 
Ga in on sa le of an investment property 7 
Share of results from assoc iates 8 
Reversal of provision for expected credit losses 9, 12 
Provision for obsolete and slow moving inventory 10 
Write down of trading properties to net rea lisable value l l 
Unrea lised loss on fi nancial assets at fair va lue through profit or loss 13 
Loss fo r the year from discontinued operations 16 
Dividends income 
Gain on sa le of property, plant and equipment 
Interest income 
Foreign exchange loss 
Provision fo r employees ' end of service indemnity 23 

Changes in operating assets & liabilities 
Accounts receivable and other debit balances 
Inventories 
Trading properties 11 
Due from related parties 
Accounts payable and other credit balances 
Cash.flowsji·om operations 
Payment of employees' end of service benefits 23 
Net cash flows from operating activities 

Cash flows from investing activities 
Paid for purchase of property, plant and equipment 5 
Proceeds from sale of property, plant and equipment 
Proceeds from sale of investment property 7 
Paid for purchase of fi nanc ial assets at fa ir value through profit or 
loss 13 
Paid for acq ui sition of a subsidiary 
Interest income rece ived 
Net cash flows used in investing activities 

Net increase in cash on hand and bank balances 
Cash generated from acquisition of a subsidiary 3.1 
Foreign currency translation adjustments 
Cash on hand and bank balances at the beginning of the year 
Cash on hand and bank balances at the end of the year 15 

2020 2019 
KO KO 

265,269 1,488,684 
( 185,507) ( 166,378) 

207, 175 302,345 
203 ,086 35, 198 

(58, I 18) 
(58,000) 

13,98 1 84,568 
(37,904) (357,768) 

11 ,012 248 
4 19,412 27,509 

6,926 17,116 
185,507 166,378 

(99,619) 
( 15,773) 

(23, 122) (30,858) 
2,820 252 

137,995 133,995 
1,148,650 l ,527,779 

692,466 1,355,366 
(46,27 1) (156,349) 

360, 159 
(391,462) (863 ,498) 

348,843 25,590 
1,752,226 2,249,047 
(290,264) ( 127,274) 
1,461 ,962 2, 121 ,773 

(31 ,759) (93 ,705) 
15 ,779 

650,000 

(353,512) 
(1 ,742,880) (50,000) 

23,122 30,8 58 
( I, IO 1,5 17) (450,580) 

360,445 1,67 1,193 
l,[58,348 17,078 
(11 ,871) (5,992) 

3,522,091 l ,839,8 12 
5,029,0 13 3,522,09 1 

The accompanying notes on pages IO to 59 form an integral part of these consolidated financial statements. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 l December 2020 

1. INCORPORATION AND ACTIVITIES 

Specia lities Group Holding Company K.S .C.P ("the Parent Company") was in itia lly incorporated as a 
Kuwaiti Limi ted Liability Company on I October I 988 . ln 2006, the Parent Company changed its legal 
fo rm from a K uwait i Limited Liability Company to a Kuwaiti Public Sharehold ing Company and also 
changed its name from Alghanim Specialities Company W.L.L. to Specialities Group Holding 
Company K.S .C.P. and amended its Memorandum of Incorporat ion accordi ngly. The Parent Company 
is li sted on Boursa Kuwait. 

T he main activiti es fo r which the Parent Company was incorporated are as fo llows: 
I. Own ing stocks or shares in Kuwaiti or non-Kuwait i shareholding Companies and shares in K uwaiti 

o r non-Kuwaiti Limited Liability Companies or participating in the establishment of, lending to and 
managing of these Companies and acting as a guarantor for these Companies . 

2 . Grant ing loans to the Companies in which the Company holds shares, guarantee them before third 
parties and in this case the contribution ratio of the holding Company in the capital of the borrowing 
Company shall not be less than 20%. 

3 . Owning industri al eq uities such as patents, industri a l trade-marks, royalties , or any other re lated 
rights, and franchising them to other Companies or us ing them ins ide or outside the State of Kuwait. 

4. Owning movables and real estate requ ired to ach ieve its activities according to app licab le laws. 
5. Uti li sation of the financia l surpluses availab le through investing the same in investment portfolios 

managed by spec iali sed Companies. 

T he Group compri ses the Parent Company and its subs idiaries together referred to as ("the Group"). 
Details of the subsid iaries are set out in (Note 3. I). 

In accordance with dec is ion of the Extraordinary General Assemb ly meeting held on 2 July 2020, the 
Parent Company 's share capital increase from KO J 5,000,000 to KO 16,500,000 was approved (Note 17 
and 20). Such increase amounted to KO 1,500,000 through bonus shares of 15,000,000 shares at J 00 
Kuwaiti Fil s per share. Such shares represent the bonus shares that wi ll be allocated to the Shareholders 
registered in the Parent Company's records. Th is has been registered in the commercial register No. 
5202 dated 27 August 2020. 

T he Parent Company's registered address is at Amgarah industria l Area, Block ( 4 ), Plot 173, P.O. Box 
23595 , Safat 13096, State of K uwa it. 

The conso lidated financial statements were autho ri sed for issuance by the Parent Company ' s Board of 
Directors on 23 March 202 1 and are subject to approval of the Shareho lders' General Assembly. T he 
Shareholders of the Parent Company have the power to amend these consol idated financial statements 
after issuance at the Shareho lders ' Annua l General Assembly. 

1.1 Basis of preparation 

T he conso lidated financial statements have been prepared under the historical cost convention except for 
investment properties and financial assets at fair val ue through other comprehens ive income and 
financial assets at fa ir va lue through profit or loss that are measured at fa ir value. 

These consolidated fin anc ial statements have been presented in Kuwaiti Dinars (" KO"), which is the 
functi onal and presentation currency of the Group. 

1.2 Statement of compliance 

The Group's consolidated financial statements have been prepared in accordance with the Intern at ional 
Financial Reporting Standards ("IFRSs") as issued by the International Accounting Standards Board 
("IASB") and requirements of the Companies' Law No. I of 20 I 6 and its Executive Regulations, as 
amended. 
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Specialities Group Holding Company K.S.C.P. and its Subsid iaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the fi nanc ial year ended 31 December 2020 

1. INCORPORATION AND ACTIVITIES (CONTINUED) 

1.2 Statement of compliance (Continued) 

T he preparation of consolidated financial statements in com pliance with adopted IFRS requires the use 
of certain critical accounting est imates. It a lso req uires the Group ' s management to exercise j udgment in 
apply ing the Group's accounting po licies. T he areas of significant est imates and assumptions made in 
prepar ing the consolidated financial statements and their effect are disclosed in (Note 4). 

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING 
ST AN D ARDS ("IFRSs") 

a) New standards and amendments effective from 1 January 2020 

The accou nting policies used in preparation of the consol idated fi nancial statements are cons istent with 
those used in the previous year ended 31 December 2019 except for the changes due to implementation 
some of the new and amended In ternationa l Fi nancial Reporting Standards as at l January 2020. Certai n 
other amendments are effective from I January 2020, but they do not have a mate rial impact on the 
Group ' s conso lidated financial statements. 

Amendments lo IAS I and /AS 8: Definition of Material 
The amendments provide a new definition of material that states, " In formation is material if om itti ng, 
mi sstating or obscuring it could reasonably be expected to influence decisions that the primary users of 
general purpose financial statements make on the basis of those financial statements, which provide 
fin ancia l infor mation about a specific reporting entity." The amendments c larify that materiality will 
depend on the nature or magnitude of information, either individually or in combination w ith other 
information, in the context of the financial statements . 

A mi sstatement of info rmation is material if it could reasonab ly be expected to influence decisions made 
by the primary users. 

T hese amendments had no impact on the consolidated financial statements of, nor is there expected to be 
any future impact to the Group. 

Amendments to IF'RS 3: Definition o[a Business 
Amendments to IFRS 3 were mandatorily effective for reporting periods beginning on or after I January 
2020 . The amendment to IFRS 3 Business Combinations c larifies that to be cons idered a business, an 
integrated set of act ivities and assets must include, at a minimum, an input and a substantive process 
that, together, s ignificantly contribute to the abi li ty to create output. Furthermore, it clarifies that a 
business can ex ist without including all of the inputs and processes needed to create outputs . 

T hese amendments had no impact on the consolidated fin ancia l statements of the Group, but may impact 
future periods should the Group enter into any business combination s. 

Amend111ents to IFRS 7. IFRS 9, !AS 39: Interest Rate Benchmark Reform 
T he amendments to IFRS 9 and IAS 39 Fi nancial instruments: Recognition and Measurement provide a 
number of re liefs, which apply to a ll hedging re lationships that are directly affected by interest rate 
benchmark reform . A hedg ing re lationship is affected if the reform gives ri se to uncertainties about the 
timing and or amount of benchmark-based cash flows of the hedged item or the hedging instrume nt. 

T hese amendments have no impact on the conso lidated financial statements of the Group as it does not 
have any interest rate hedge re lationships. 

A111endments to IFRS 16 Covid-1 9 Related Rent Concessions 
Effective 1 June 2020, JFRS 16 was amended to provide a practical expedient for lessees accounting for 
rent concess ions that ari se as a direct consequence of the COVID-1 9 pandemic and sat isfy the following 
criteria: 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 31 December 2020 

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING 
ST AND ARDS ("IFRSs") (CONTINUED) 

a) New standards and amendments effective from 1 January 2020 (Continued) 

Amendments lo IFRS 16 Covid-19 Related Rent Concessions (Continued) 
a) The change in lease payments results in revised consideration for the lease that is substantially the 

same as, or less than, the consideration for the lease immediately preceding the change; 
b) The reduction in lease payments affects only payments originally due on or before 30 June 2021. 
c) There are no substantive change to other terms and conditions of the lease . 

Rent concessions that satisfy these criteria may be accounted for in accordance with the practical 
expedient, which means the lessee does not assess whether the rent concession meets the definition of a 
lease modification. Lessees apply other requirements in lFRS 16 in accounting for the concession. 

These amendments had no impact on the consolidated financial statements of the Group, but may impact 
the future periods if the Group obtain the rent concessions. 

Conceptual Framework for Financial Reporting issued on 29 March 2018 
The Conceptual Framework is not a standard, and none of the concepts contained therein override the 
concepts or requirements in any standard. The purpose of the Conceptual Framework is to assist the 
IASB in developing standards, to help preparers develop consistent accounting policies where there is no 
applicable standard in place and to assist all parties to understand and interpret the standards. This will 
affect those entities which developed their accounting policies based on the Conceptual Framework. The 
revised Conceptual Framework includes some new concepts, updated definitions and recognition criteria 
for assets and liabilities and clarifies some important concepts . 

These amendments had no impact on the consolidated financial statements of the Group . 

b) Standards and amendments issued but not yet 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 effective. 

IFRS 17: Insurance Contracts 
This standard will be effective for anmial periods beginning on or after I January 2023 and replaces 
IFRS 4 - Insurance Contracts. The new standard app lies to a ll types of insurance contracts, 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 adoption 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 the Group a lso applies lFRS 9 and IFRS 15 on or before the date 
it first applies IFRS 17. 

This standard is not expected to have any impact on the Group's consolidated financial statements. 
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Specialities Grou1> Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 I December 2020 

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING 
ST AND ARDS ("IFRSs") (CONTINUED) 

b) Standards and amendments issued but not yet effective (Continued) 

Amendments to !AS I: Classification o(Liabilities as Current or Non-current 
On 23 January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS to specify the 
requirements for class ifying liab ilities as current or non-current. T he amendments c larify: 
• What is meant by a right to defer settlement. 
• That a right to defer must exist at the end of the repotting period . 
• That class ification is unaffected by the likelihood that an entity will exercise its deferral right. 
• T hat only if an em bedded derivative in a convertible liability is itself an equi ty instrument would the 

terms of a liab ility not impact its classification. 

The amendments are effective for annual reporting periods beginning on or after I January 2023 and 
must be applied retrospect ively. The Group is currently assess ing the impact the amend ments will have 
on current practice and whether existing loan agreements may require renegot iation. 

Amendments to IFRS 3: Reference to the Conceptual Framework 
In May 2020, the lASB issued Amendments to lFRS 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 Fi nancial Statements, issued in I 989, with a reference to the Conceptual 
Framework for Fi nancia l Reporting issued in March 20 I 8 without significant ly changi ng its 
requirements. The Board also added an exception to the recognition principle of lFRS 3 to avo id the 
issue of potential ' day 2' gains or losses arising for liab iliti es and contingent liabilities that would be 
within the scope of IAS 37 or IFR[C 21 Levies, if incurred separate ly. 

At the same time, the Board decided to clarify existing guidance in IFRS 3 for conti ngent assets that 
would not be affected by replacing the reference to the Framework fo r the Preparation and Presentation 
of Fi nancial Statements. 

The amendments are effective for annual repo11ing periods beginning on or after I January 2022 and 
apply prospectively. 

Amendments to !AS 16: Propertv. 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 fro m the cost of an item of property, plant and equipment, any proceeds from 
se lling items produced while bringing that asset to the locat ion and condition necessary for it to be 
capable of operat ing in the manner intended by management. Instead, an ent ity recognises the proceeds 
from selling such items, and the costs of producing those items, in profit or loss . 

The amendment is effective for annual reporting periods beginning on or afte r l January 2022 and must 
be app lied retrospectively to items of property, plant and eq uipment made ava il ab le for use on or after 
the beginning of the earliest period presented when the entity first app lies the amendment. 

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

Amendments to !AS 37: Onerous Contracts - Costs olFulfi//ing a Contract 
In May 2020, the JA SB issued amendments to !AS 37 to specify which costs an entity needs to include 
when assess ing whether a contract is onerous or loss-making. 

The amendments apply a "directly related cost approach" . The costs that re late directly to a contract to 
provide goods or serv ices include both incremental costs and an allocation of costs direct ly related to 
contract activiti es . General and administrative costs do not relate directly to a contract and are excl uded 
unless they are exp licitly chargeable to the counterparty under the contract. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 I December 2020 

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL REPORTING 
ST AND ARDS ("IFRSs") (CONTINUED) 

b) Standards and amendments issued but not yet effective (Continued) 

Amendments to !AS 3 7: Onerous Contracts - Costs of Fulfilling a Contract (Continued) 
The amendments are effective for annual reporting periods beginning on or after I January 2022. The 
Group will apply these amendments to contracts for which it has not yet fulfilled alJ its obligations at the 
beginning of the annual reporting period in which it first app lies the amendments. 

Annual Improvements to IFRS Standards 2018-2020 cycles 
The fo llowing is the summary of the amendments from the 2018-2020 annual improvements cycle: 

JFR,S 1 First-time Adoption of' International Financial Reporting Standards - Subsidiary as a first- time 
adopter 
The amendment permits a subsidiary that elects to app ly paragraph D 16 (a) of IFRS 1 to measure 
cumulative translation differences using the amounts reported by the Parent Company, based on the 
parent 's date of transition to IFRS. This amendment is also applied to an associate or joint venture that 
elects to app ly paragraph DI 6 (a) of IFRS l. 

The amendment is effective for an nual reporting periods beginning on or after I .January 2022, with early 
app lication permitted. 

JFRS 9 Financial instruments - Fees in the 'JO per cent ' test {or derecognition olfinancial liabilities 
The amendment clarifies the fees that an enti ty includes when assess ing whether the terms of a new or 
modified fi nancial liabi lity are substanti ally different from the terms of the origi nal financial li abi lity. 
These fees include only those paid or received between the borrower and the lender, includ ing fees paid 
or received by either the borrower or lender on the other's behalf. An entity applies the amend ment to 
financial liab ilities that are modified or exchanged on or after the beginning of the an nual reporti ng 
period in which the entity first applies the amendment. 

These amendments is effective for annual periods beginning on or after I 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 app li es the 
amendment. 

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

!AS./ I Agriculture: Taxation in fair value measurements 
The amendment removes the requirement in paragraph 22 of !AS 41 that entities exc lude cash fl ows fo r 
taxation when measuring the fair value of assets within the scope of IA S 4 1. 

An entity applies the amendment prospectively to fa ir va lue measurements on or after the beginning of 
the first annual reporting period beginning on or after I January 2022 with earlier adoption permitted. 

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

I FRS 16 Leases: lease incentives 
The amendment removes the illustration of payments from the lessor relati ng to leasehold improvements 
in Illustrative Example 13 accompanying I FRS 16. This removes potential confusion regarding the 
trea tment of lease incentives when applying lFRS 16. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 31 December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

3.1 Basis of consolidation 

All amounts previously recognised in the statement of profit or loss and other comprehensive income in 
re lation to that subsidiary are accounted for as if the Parent Company had directly disposed of the related 
assets or liabilities of the subsidiary (i.e. reclassified to profit and loss or transferred to another category 
of equity as specified/ permitted by applicable IFRSs). The fair value of any investment retained in the 
former subsidiary at the date when control is lost is regarded as the fair value on initial recognition for 
subsequent accounting under IAS (39), when applicable, the cost on initial recognition of an investment 
in an associate or a joint venture. 

Subsidiaries are those enterprises controlled by the Parent Company. Control 1s achieved when the 
Parent Company: 
• Has power over the investee. 
• ls exposed, or has rights, to variable returns from its involvement with the investee. 
• Has the ability to use its power to affect the investee's returns. 

The Parent Company reassesses 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. 

When the Group holds a percentage less than the majority of voting rights in the investee, it shall have 
the power over the investee in case of its voting rights have the sufficient practical ability to direct the 
relevant activities of the investee. In determining the adequacy of the investee voting rights, the Group 
considers all relevant facts and circumstances, including: 
• The Group's voting rights in proportion to distribution of the voting rights attributable to others. 
• The potential voting rights held by the Company, holders of other votes or other parties. 
• Rights arising from other contractual arrangements. 
• Any additional facts and circumstances indicate to the financial ability of the Company to direct the 

relevant activities when the decision is taken, including the patterns of voting in the previous meetings 
of shareholders. 

The consolidated financial statements of Specialities Group Holding Company K.S .C.P. ("the Parent 
Company") and its subsidiaries include the following: 

Country of Equity interest 
Name of subsidiar~ incoq~oration CY.,) Princi~al activities 

2020 2019 
Specialities Construction 
General Trading and State of Construction and contracting 
Contracting W.L.L. * Kuwait 99% 99% activities 
Specialities Real Estate State of 
Company W.L.L. * Kuwait 99% 99% Real estate activities 

Trading in petrol devices and 
Specialities Energy State of equipment and excavation and 
Company W.L.L. * Kuwait 99% 99% maintenance of oil wells 

Alghanim Specialities State of Production of diversified 
Company W.L.L.* Kuwait 99% 99% construction materials 
Specialities Kumex for 
General Trading and 
Contracting Company State of 
W.L.L.* Kuwait 99% 99% General Trading and Contracting 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 1 December 2020 

3. 

3.1 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Basis of consolidation (Continued) 

Country of Equity interest 
Name of subsidiar~ incorporation {%} Princieal activities 

2020 2019 
Specialities Real Estate Kingdom of 
Company W.L.L.** Saudi Arabia 99% 99% Real estate activities 

Oil & gas activities and 
Specialities Energy Kingdom of maintenance and operation of oil 
Company W.L.L. Saudi Arabia 73% 73% wells 
Specialities Gulf Building Kingdom of 
Company W.L.L. Saudi Arabia 80% 80% Manufacturing and construction 
Gulf Specialized Limited Kingdom of Real estate and contracting 
Company W.L.L. Saudi Arabia 50% 50% activities 
Towell and Specialities 
Real Estate Company Sultanate of 
W.L.L. Oman 70% 70% Real estate activities 

Manufacturing of cement 
Specialities Factory for materials, concrete materials and 
Building Chemicals W.L.L. State of Qatar 80% 80% constructi on materia ls 

Oil & gas activities and 
Emirati s Specialities Energy maintenance and operation of oil 
Company L.L.C. UAE 70% 70% wells 

Develop computer systems and 
software, and localization 

l ntel I igent Services State of systems for computer and 
Company K.S.C. (Closed) Kuwait 99% 99% peripherals 
Advanced Group Center For State of 
Furniture W.L.L. *** Kuwait 90% Furniture & furnishings 

* The effective ownership interest of the Group in these subsidiaries is l 00%. Certain shares / interests 
attributable to some subsidiaries have been registered under the names of other parties who hold these 
shares on behalf of and for the benefit of the Group. They have been ass igned based on official power 
of attorneys and written representations in favor of the Group. 

** Specialities Real Estate Company W.L.L. is a special purpose entity establi shed in Kingdom Saudi of 
Arabia to hold an investment in Warehousing Projects and Logistics Company (Kingdom Saudi of 
Arabia) which is classified as investment in an associate by Specialities Real Estate Company W.L.L. 
The consolidated financial statements of the Group for the year ended 3 I December 2020 include the 
financial statements of Specialities Real Estate Company W. L.L. using management accounts as at 3 I 
December 2012. Total assets and liabilities of Specialities Real Estate Company W.L. L. included in 
the Group's consolidated financi al statements as at 3 1 December 2020 were KD 2,902,092 and KD 
77,573 respectively. Assets of Specialities Real Estate Company W.L.L. mainly represents an 
investment in Warehousing Projects and Logistics Company W.L.L. (Kingdom Saudi of Arabia) that 
has been accounted for as an investment in an associate with a carrying value of KD 2,772,356. 
Further, the Group did not record the financial informat ion of Specialities Real Estate Company 
W .L.L. post 31 December 2012, as the management be] ieves that the financial information of 
Specialities Rea l Estate Company W.L.L. requires further analys is and clarifications. In 2013, the 
Group initi ated a lawsuit to get access to the financial statements of Warehousin g Projects and 
Logistics Company (Kingdom Saudi of Arabia). During the year ended 31 December 2014, the court 
issued its verdict in favor of the Group. The judgment is under execution. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 I December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.1 Basis of consolidation (Continued) 

*** On 17 September 2020, Specialities Group Holding Company K.S.C.P. ("the Parent Company") 
acquired a controlling equity share of 90% in Advanced Group Center For Furniture W.L.L. against a 
cash consideration of KD 2,082,620. In compliance with IFRS ]"Business Combinations", the Group 
has carried out the one time "Purchase Price Allocation" (" PPA"). The fair value of the assets acquired 
and I iabi I ities assumed are given below: 

Assets 
Property, plant and equipment 
Accounts receivable and other debit balances 
Cash on hand and bank balances 

Liabilities 
Accounts payable and other credit balances 
Provision for employees ' end of service indemnity 

Net Assets 
Non-controlling interests at I 0% 
Net value of assets acquired 
Cash consideration 
Intangible assets - customer contracts (Note 6) 

KD 

13,429 
1,990,872 
I, 158,348 
3,162,649 

2,267,112 
65,285 

2,332,397 

830,252 
(83 ,025) 
747,227 

(2,082,620) 
1,335,393 

The PPA exercise resulted in excess of the faie value of assets acquired and liabilities assumed over the 
cash consideration . Intangible assets of KD 1,335,393 representing customer contracts with finite usefu I 
I ives have been recognised (Note 6). 

The non-controlling interests have been recognised on proportion basis against the net identifiable 
assets. 

3.2 Business combination 

Acquisitions of subsidiaries and businesses are accounted for using the acqu1s1t1011 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 assets transferred by the Group, I iabil ities incurred or assumed 
by the Group to the former stakeholders of the acquiree and equity instruments issued by the Group in 
exchange for control of the acquiree, plus any costs directly attributable to the business combination. 
Acquisition-related costs are generally recognised in consolidated statement of profit or loss as 
incurred . At the acquisition date, the identifiable assets acquired and liabilities and contingent liabilities 
that meet the conditions for recognition under IFRS 3 Business Combinations are recognised at their 
fair values at the acquisition date. 

When the consideration transferred by the Group in a business combination includes assets or liabilities 
resulting from a contingent consideration arrangement, the contingent consideration is measured at its 
acquisition-date fair value and included as part of the consideration transferred in a business 
combination. Changes in the fair value of the contingent consideration that qualify as measurement 
period adjustments are adjusted retroactively, with corresponding adjustments against goodwill. 
Measurement period adjustments are adjustments that arise from additional information obtained during 
the ' measurement period' (which cannot exceed one year from the acquisition date) about facts and 
circumstances that existed at the acquisition date. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 31 December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.2. Business combinations (Continued) 

The subsequent accounting for changes in the fair value of the contingent consideration that do not 
qualify as measurement period adjustments depends on how the contingent consideration is classified. 
Contingent consideration that is classified as equity is not measured at subsequent reporting dates and its 
subsequent settlement is accounted for within equity. Contingent consideration that is classified as an 
asset or a liabi lity is re-measured at subsequent reporting dates in accordance with IFRS (9), or IAS (37), 
provisions, contingent liabilities and assets, as appropriate, with the corresponding gain or loss being 
recognised in the consolidated statement of profit or loss. 

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 acquiree (if any) 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 consolidated statement of profit or loss as a 
bargain purchase gain. 

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate 
share of the entity ' s net assets in the event of liquidation may be initially measured either at fair value or 
at the non-controlling interests' proportionate share of the recognised amounts of the acquirer ' s 
identifiable net assets . The choice of measurement basis is made on a transaction-by-transaction basis. 

If the initial accounting for business combination is incomp lete by the end of the reporting period in 
which the combination occurs, the Group reports provisional amounts for items for which the accounting 
is incomplete. Those provisional amounts are adjusted during the measurement period (see above), or 
additional assets or liabilities are recognised , to reflect new information obtained about facts and 
circumstances that existed at the acquisition date that, if known , would have affected the amounts 
recognised at that date . 

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 (i .e. the date when the Group obtains control) 
and the resulting gain or loss, if any, is recognised in the consolidated statement of profit or loss. 
Amounts arising from interests in the acquiree prior to the acquisition date that have previously been 
recognised in the statement of other comprehensive income are reclassified to consolidated statement of 
profit or loss where such treatment would be appropriate if that interest was disposed of. 

3.3 Property, plant and equipment 

The initial cost of property, plant and equipment comprises its purchase price and any directly attributable 
costs of bringing the asset to its working condition and location for its intended use. Expenditures 
incurred after these property, plant and equipment have been placed into operation, such as repairs, 
maintenance and inspection, are normally included in the consolidated statement of profit or loss in the 
period in which the costs are incurred . In situations where it can be clearly demonstrated that the 
expenditures have resulted in an increase in the future economic benefits expected to be obtained from the 
use or an item of property, plant and equipment beyond its originally assessed standard of performance, 
the expenditures are capitalised as an additional cost of property, plant and equipment. 
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
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Notes to the Consolidated Financial Statements 
For the financial year ended 3 l December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.3 Property, plant and equipment (Continued) 

Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment 
losses. When assets are sold or disposed of, their cost and accumulated depreciation are eliminated from 
the accounts and any profit or loss resulting from their disposal is included in the consolidated statement 
of profit or loss. The carrying amounts of property, plant and equipment are reviewed for impairment 
when events or changes in circumstances indicate the carrying amount may not be recoverable. If any 
such indication exists and where the carrying values exceed the estimated recoverable amount, the assets 
are written down to their recoverable amount, being the higher of their fair value less costs to sell and 
their value in use. 

Depreciation is computed on a straight-line basis over the estimated useful lives of property, plant and 
equipment as follows: 

Assets 
Buildings 
Furniture, fixture , computers 
Plant and equipment 
Vehicles 

Years 
20 

5 
2-4 

3 

The property, plant and equipment items are derecognised when disposed of or when it is not expected to 
receive any future economic benefits from them. 

3.4 Intangible assets 

At initial recognition, acquired intangible assets are measured at cost, which represents the purchase value 
plus the direct costs incurred for preparation of the asset to be used in its intended purpose. 

Subsequent to the initial recognition, intangible assets with finite lives are amortised over the useful 
economic life and assessed for impairment whenever there is an indication that the intangible asset may 
be impaired. The amortisation period and the amortisation method for the intangible assets with finite 
useful lives are reviewed at least at each financial year encl.Changes in the expected useful life or the 
expected pattern of consumption of future economic benefits embodied in the asset is accounted for by 
changing the amortisation period or method, as appropriate, and are treated as changes in accounting 
estimates.The amortisation expenses on intangible assets with finite lives are recognised in the 
consolidated statement of profit or loss. 

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at 
the cash generating unit level. Such intangible assets are not amortised. The useful life of an intangible 
asset with an indefinite life is reviewed annually to determine whether indefinite life assessment continues 
to be supportable.If not, the change in the useful life assessment from indefinite to finite is made on a 
prospective basis. 

Gains or losses on disposal of intangible assets are measured by the difference between the net disposal 
proceeds and the carrying amount of the assets, and are recognised in the consolidated statement of profit 
or loss on disposal. 

Intangible assets acquired in a business combination 
Intangible assets acquired in a business combination are recognised separately from the goodwill and are 
initially recognised at their fair value as of the acquisition elate (where such value is the initial cost of 
these assets).Subsequent to the initial recognition, intangible assets acquired in a business combination 
are reported at cost less accumulated amortisation and impairment losses usin g the same basis adopted in 
the intangible assets acquired separately. Amortisation is calculated based on the contract implementation 
period. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.5 Investment properties 

Investment properties inc lude current properties, properties under construct ion or redevelopment held for 
ga ining rentals or increase in the market va lue o r both. Investment propert ies are initially recognised at 
cost, which contains purchase price and its related transaction costs. Subseq uent to initia l recognition, 
investment properties are recognised at fair va lue at the financial period end date. Profits or losses 
arising from changes in the fair value of investment properties are inc luded in the consolidated statement 
of profit or loss fo r the period in which they ari se. 

Subsequent expenditure is capitalised to the asset's carry ing amount only when it is probab le that future 
economic benefits associated with the expenditure will fl ow to the Group and the cost of the item can be 
measured reliably .A ll other repairs and mai ntenance costs are expensed when incurred. When part of an 
investment property is replaced, the carrying amount of the replaced part is derecogn ised. 

Investment properties are derecognised when e ither they have been disposed of or when the in vestment 
property is permanently withdrawn from use and no future econom ic benefit is expected from its 
disposa l. Profits or losses ari s ing on the di sposal or termination of an investment property are recognised 
in the conso lidated statement of profit or loss. 

Transfers are made to investment property when, and only when, there is a change in use, ev idenced by 
the end of owner occupation, commencement of an operating lease to another party. Transfers are made 
from investment property when, and only when, there is a change in use, evidenced by commencement 
of owner occupation or commencement of its development fo r selling purposes. 

If a property being used by the owner is transferred to investment property, the Group will account fo r 
such property as per the applicab le accounting policy for property, plant and eq uipment up to date of the 
usage change and transfer. 

3.6 Associates 

Associates are those entities in which the Group has s ignificant influence which is the power to 
participate in the financial and operating policy decisions of the associate. Under the equity method, 
investments in associates are carried in the consolidated statement of financial position at cost as 
adj usted for any changes subsequent to the date in which the Group acquired a share of the net assets of 
the associate from the date that s ignificant influence effectively commences until the date that s ign ificant 
influence effectively ceases, except when the investments are classified as he ld fo r sale, in which case 
they are accounted fo r as per IFRS 5 "Non-current Assets Held for Sale and Discontinued Operations". 

The Group recogni ses its share in business results of the associate in the consolidated statement of profit 
or loss . Moreover, the Company recogni ses its share of the changes in the assoc iate ' s other 
comprehensive income in its other comprehensive income. 

Losses of an assoc iate in excess of the Group's interest in that assoc iate (including any long-term 
interests that, in substance, form part of the Group's net investment in th e assoc iate) are not recogni sed 
except to the extent that the Group has an ob ligation or has made any payments on beha lf of the 
associate. 

Any excess of the cost of acquisition over the Group share of the net fair va lue of the identifiable assets, 
I iabil ities and contingent I iabil ities of the assoc iate recognised at the date of acquisition is recognised as 
goodwill. The goodwill is inc luded within the carrying value of the investment in associates. It is 
assessed as a part of the investment in order to determine the impa irment. lf the cost of acquisition is 
lower than the Group ' s share of the net fair value of the identifiab le assets, liabilities and contingent 
liabilities, the difference is recogni sed immediate ly in the consolidated statement of profit or loss. 

20 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial yea r ended 3 1 December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINU ED) 

3.6 Associates (Continued) 

The Group determines, at each reporting date, whether there is an indication that the investment in the 
assoc iate may be impaired through adopting the requirements of lFRS (9) and determining whether it is 
necessary to recogni se any impa irment in the investment. If any such indicat ion exists, an impairment loss 
is determined fo r the entire carrying amount of the investment. The Group calculates the impairment 
amount as the difference between the recoverab le amount of the assoc iate and its carrying amount. Such 
amount is recognised in the conso lidated statement of profit or loss. Any reversal of the impairment is 
recognised to the extent that the recoverable amount of the investment subsequently increases. 

The Group measures and recognises any investments he ld at the fa ir value upon loss of s ignificant 
influence on the associate. Any differences between the carryi ng amou nt of the associate upon loss of 
significant influence and the fa ir value of the remaining investment and proceeds fro m disposal are 
recognised in the consolidated statement of profit or loss. 

3.7 Inventories 

Inventories are valued at the lower of average cost or net realisable va lue after providing a llowances for 
any obsolete or slow-movi ng items. Inventory cost comprises direct materials and, where applicable, 
direct labour costs and those overheads that have been incurred in bringing the inventory to their present 
location and condition. Cost is determined on a we ighted average basis. 

Net realisable selling va lue is the estimated selling price in the ordinary course of busi ness less the costs 
of completion and selling expenses .Write-down is made fo r obsolete and s low-moving items based on 
their expected future use and net realisable se lling va lue. 

3.8 Trading properties 

Properties acqu ired or being constructed for sale in the ordinary course of business, rather than to be held 
to generate rental income or for capital apprec iation, are c lassified as tradi ng properties. Trad ing 
properties are recorded on initial recognit ion at cost and are subseq uently measured at the lower of cost or 
net rea li sab le value. Cost includes freehold or leasehold rights for land, borrowing costs, plann ing and 
design costs, costs of s ite preparation, professional fees fo r legal services, property transfer taxes, 
construction overheads and other related costs. 

Net realisab le value is the est imated selling price in the ordinary course of business, based on market 
prices at the date of conso lidated financi al statements, less costs to complete and the estimated costs to 
sell. Net rea li sab le value is determined based on valuation performed annually by independent 
profess ional real estate valuation experts who have the required qualifications and experience in va luin g 
such types of propert ies us ing recogni sed valuation techniques. 

At the end of each reporting period, if the cost of the property exceeds its net realisable value, the 
property is write down to its net realisable value and the difference is recognised to the consolidated 
statement of profit or loss. If previously recognised loss is subseq uently recovered, amount of the 
property is increased to its net realisable value to the extent of its original cost and the increase amount is 
recogni sed in the consolidated statement of profit or loss to the extent of the previously recogni sed loss. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.9 Impairment of non-financial assets 

At the end of each reporting period, the Group reviews the carrying amounts of its non-financial assets 
to determine whether there is any indication that those assets have suffe red an impairment loss. If any 
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent 
of the impairment loss (if any). Where it is not possible to est imate the recoverable amount of an 
individ ual asset, the Group estimates the recoverable amount of the cash-generat ing unit to which the 
asset belongs. Intangible assets with indefin ite useful lives and intangible assets not yet avai lable for 
use are tested fo r impairment annually. Whenever there is an indication that the asset may be impaired, 
its recoverab le amount is estimated. 

The recoverab le amount is the higher of-fair value less costs to sell and va lue in use. In assessing value 
in use, the es timated future cash flows are discounted to their present va lue using a discount rate that 
reflects current market assessments of the time value of money and the ri sks specific to the asset. If the 
recoverable amount of an asset ( or cash-generating unit) is estimated to 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 conso lidated statement of profit or loss. 

For a non-financial asset, other than goodwi ll , in which impairment subsequently reverses, the carrying 
amount of the asset ( cash-generating unit) is increased to the revised estimate of its recoverable 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. 

3.10 Financial instruments 

The Group classifies its financial instruments as financial assets and financial liabilities. Financial 
assets and liabilities are recognised when the Group becomes a party of the contractual prov is ions of 
such instruments. 

3.10.1 Financial assets 

i. 

To determine the classification and measurement category of financial assets, IFRS (9) requires 
assessment of all fin ancial assets, except fo r equity instruments and derivat ives, based on th e Group 's 
business model for managing the Group 's assets and the contractual cash flows characteristics of these 
in stru men ts. 

Classification aud measurement of{ina11cial assets 

Financial assets carried at amortised cost 
The financi al assets carried at amortised cost consist of "Accounts receivable and other debit balances", 
" Due from related parties", "Term depos it" and "Cash on hand and bank balances". 

The financial assets are measured at amortised cost if both of the following conditions are met and are 
not designated at fa ir value through profit or loss: 

It is held within a business model whose objective is to hold assets to collect contractual cash 
fl ows; and 
Its contractual terms give rise on spec ifi ed dates to cash flows that are so lely payments of principal 
and interest on the principal amount outstanding. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.10 Financial instruments (Continued) 

3.10.1 Financial assets (Continued) 

i. Classi(ication and measurement o(Onancia/ m,sets (Continued) 

Subsequent Measurement 
These assets are subsequently measured at amortised cost using the effective interest method. The 
amortised cost is reduced by impairment losses . Interest income, foreign exchange gains and losses 
and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in the 
consolidated statement of profit or loss. 

Accounts receivable and other debit balances and due from related parties 
Accounts receivable and due from related parties are amounts due from customers for services 
completed in the ordinary course of business. The accounts receivable and due from related parties are 
recognised initially at fair value and subsequently measured at amortised cost using the effective 
interest method, less the expected credit losses. For further details on the expected credit losses (Note 
29). 

Term deposit 
Term deposit is placed with a bank and has a contractual maturity of more than 3 months from the date 
of placement. 

Cash on hand and bank balances 
Cash on hands and bank balances item includes cash on hand and current accounts with the banks. 

Effective interest rate method 
The effective interest rate method is a method of calculating the amortised cost of a financial asset and 
of allocating interest over the relevant period . The effective interest rate is the rate that exactly 
discounts estimated future cash receipts through the expected Ii fe of the financial asset, or, where 
appropriate, a shorter period. 

Equity investment at fair value through other comprehensive income 
On initial recognition of an equity investment that is not held for trading, the Group may irrevocably 
elect to present subsequent changes in the investment's fair value in other comprehensive income. This 
election is made on an investment-by-investment basis . 

Subsequent measurement 
These assets are subsequently measured at fair value. Dividends are recognised as income in the 
consolidated of profit or loss unless the dividend clearly represents a recovery of part of the cost of the 
investment. Other net consolidated profit or loss is recognised under other consolidated comprehensive 
income and is never reclassified to consolidated profit or loss. 

Equity investment at fair value through profit or loss 
All financial assets not classified as measured at amortised cost or fair value through other 
comprehensive income as described above are measured at fair value through profit or loss. On initial 
recognition, the Group may irrevocably designate a financial asset that otherwise meets the 
requirements to be measured at amortised cost or at FVOCI as financial asset recognised at fair value 
through profit or loss if doing so eliminates or significantly reduces an accounting mismatch that 
would otherwise arise. 

23 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 1 December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.10 Financial instruments (Continued) 

3.10.1 Financial assets (Continued) 

1. Classificatio11 and measurement of(immcial assets (Continued) 

Equity investment at fair value through profit or loss (Continued) 
A financial asset (unless it is a trade receivable w ithout a significant financing com ponent that is 
initia lly measured at the transaction price) is initially measured at fai r value plus, for an item not 
recognised at fa ir va lue through profit or loss, transaction costs that are direct ly attributab le to its 
acquis ition . 

Subsequent measurement 
These assets are subsequently measured at fa ir value. Net profits or losses, inc luding any interest or 
dividend income, are recognised in the consolidated statement of profit or loss. 

ii. Impairme11t offi11a11cia/ assets 
IFRS 9 requires the Group to make provision for expected credit losses fo r a ll debt instruments, which 
are not carried at fair va lue through profit or loss. 

Expected credit losses are based on the difference between the contractua l cash flows due in 
accordance w ith the contract and a ll the cash flows that the Group expects to receive. T he shortfa ll is 
then discounted at an approximat ion to the asset ' s or igi nal effective interest rate. 

If the amount of the impairment loss decreases and the decrease can be related objectively to an event 
occurring after the impairment was recognised , the impairment loss of the fi nanc ia l assets carried at 
amortised cost is reversed at the subsequent periods. 

Under IFRS (9), loss allowances are measured on either of the fo ll ow ing bases: 
12-month ECLs: these are ECLs that result from possible default events within the 12 months after 
the report ing date; and 
Lifet ime ECLs: these are ECLs that result from a ll poss ibl e default events over the expected li fe of 
a financial instrument. 

T he Group measures loss allowances at an amount eq ual to lifet ime ECLs, exc luding term deposit and 
bank balances ( i.e. the ri sk of default occurring over the expected li fe of the financial instrument) has 
not increased significantly s ince initia l recognition, wh ich are measured as 12-month ECLs. 

The Group has e lected to measure; us ing the s implified approach, loss a llowances fo r receivables and 
other debit bal ances at an amount equal to lifetime ECLs. 

When determining whether the credit ri sk of a financial asset has increased sign ificantly si nce in itial 
recognition and when esti mating ECLs, the Group cons iders reasonable and supportable in format ion 
that is relevant and avai lab le without undue cost or effort. This includes both quantitative and 
qualitative information and analysis, based on the Group 's hi stori cal experience and info rmed cred it 
assessment and including forward-looking information. 

The Group assu mes that the credit risk on a financial asset has increased s ignifica nt ly if it is more than 
365 days past due except for the contractual retention. 

The Group considers a financial asset to be in default when: 
- The borrower is unlike ly to pay its cred it obligations to the Group in full , without recourse by the 

Group to actions such as rea li s ing securi ty (if any is he ld); or 

24 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the fin ancial year ended 3 I December 2020 

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.10 Financial instruments (Continued) 

3.10.1 Financial assets ( continued) 

ii. /111pairme11t of financial a.\·sets (co11ti11ued) 
- The financial asset is more than 730 clays past due except fo r the contractual retent ion. 

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

Measurement<~{ expected credit losses 
ECLs are a probability-weighted est imate of credit losses. Cred it losses are measured as the present 
value of a ll cash shortfalls (i.e. the diffe rence between the cash fl ows due to the enti ty in accordance 
with the contract and the cash flows that the Group expects to receive). ECLs are discounted at the 
effect ive interest rate of the financial asset. 

Credit-impairedfilumcial assets 
At each reporting date, the Group assesses whether financial assets carried at amot1ised cost are credit­
impai red. A financial asset is credit-impaired when one or more events that have a detrimental impact 
on the estimated future cash flows of the financial asset have occurred. 

Presentation <~{ impairment 
Loss allowances for financial assets measured at amortised cost are deducted fro m the gross carryi ng 
amount of the assets. 

Impairment losses re lated to accounts rece ivable and other debit balances, including contract assets, 
are presented separate ly in consolidated statement of profit or loss. 

Accounts receivable and other debit balances 
Further details about the calculation of ECLs re lated to accounts rece ivable are disclosed in (Note 29) 
on adoption of LFRS (9). The Group takes into consideration the model and some assumptions used to 
cal cu late creel it losses expected as key sources of uncertai nty. 

The ECLs were calculated based on actual credit loss experience over the past 3-5 yea rs . The Group 
performed the calculation of EC L rates for its customers. 
Exposures within each group were segmented based on common credit ri sk characteristics such as 
credit ri sk grade, geographic region and industry, delinquency status, age of re lat ionship and type of 
product purchased where app licabl e. 

Actual cred it loss experience was adjusted by scalar factors to reflect differences between econom ic 
conditions during the period over which the histor ical data was collected, current conditions and the 
Group 's view of economic conditions over the expected lives of the accounts receivable. 

Derecognition <?{financial assets 
The Group derecognises a fin ancial asset only when the contractual rights to the cash flows from the 
asset expire; or it transfers the financial asset and substantia lly a ll the ri sks and rewards of ownership 
of the asset to another entity. If the Group ne ither transfers nor retai ns substantially all the risks and 
rewards of ownership and continues to control the transferred asset, the Group recognises its retained 
interest in the asset and an associated liability for amounts it may have to pay. If the Group retains 
substantially all the risks and rewards of ownership of a transferred financial asset, the Group 
continues to recognise the fi nancial asset. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.10 Financial instruments (Continued) 

3.10.2 Financial liabilities 

Initial recognition and measurement 
Financial liabilities are classified as either financial liabilities at fair value through profit or loss or 
loans. The Group determines the classification of its financial liab ilities at initial recognition . 

All financial liabilities are recognised initially at fair value Borrowings are recognised initially at fair 
value, net of transactions cost incurred. Fees paid on the establishment of loan facilities are recognised 
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 that case, fees shall be posted until the withdrawal is carried out. 

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 capitalised as a pre-payment for liquidity services and amortised over the period of the 
facility to which it relates. 

Classification and subsequent measurement 
The Group 's financial liabilities include accounts payable and other credit balances. 

Accounts payable and other credit balances 
All financial liabilities are recognised initially at fair va lue and in case of loans and borrowings, plus 
directly attributable transactions costs. The measurement of financial liabilities depends on its 
classification as follows: 

Liabilities are recognised for amounts to be paid in the future for goods or services received , whether 
billed by the supplier or not. Accounts payable and other liabilities are subsequently measured at 
amortised cost using effective interest method . 

Derecognitio11 of financial liabilities 
A financial liability is derecognised 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 ex ist ing 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 recognised in consolidated 
statement of profit or loss. 

3.10.3 Offseting 

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 
recognised amounts and there is an intention to settle on a net basis, or to realise the assets and settle 
the I iabi I ities simultaneously. 

3.11 Discontinued operntions 

Discontinued operations represent part of the Group ' s business, which their results and cash fiows can 
be separated clearly from rest of the Group, which are also: 
Represent substantial activity or separate geographic segment. 
• Represent part of a coordinated plan to exclude substantial activity or separate geographic 

segment. 
• Include subsidiaries acquired principally for sale subsequently. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.11 Discontinued operations (Continued) 

These operat ions are classified as discontinued operations at sa le or when classification conditions are 
met as discontinued operations, whichever sha ll first occur. 

Revenues and expenses re lated to discontinued operat ions are recognised separate ly from revenues 
and expenses related to continuing operat ions in the consolidated statement of profit or loss until the 
profitab ili ty level for the period ended at the date of the consolidated financial statements and 
comparative periods. T his is even if the Group retains non-contro lling interest in the subsidiary after 
sale, whereas profi t or loss are recogni sed as separate item in the conso lidated statement of profit or 
loss. 

Assets and I iabi I ities c lass ified as held fo r sale are presented separate ly as current items 111 the 
conso lidated statement of financial position. 

3.12 Employees' end of service indemnity 

The Group provides end of serv ice benefits to its employees. The entitlement to these benefits is based 
upon the employees' final sa lary and length of service subj ect to the completion of a minimum service 
period in accordance with provi s ions of Labor Law and related contracts of employees. The expected 
costs of these benefits are accrued over the per iod of emp loyment. This liab ility whi ch is unfunded 
represents the amount payable to each employee as a result of termination on the reporting date. 

With respect to its Kuwaiti national emp loyees, the Group makes contributions to the Public 
Inst ituti on for Soc ial Security calculated as a percentage of the empl oyees ' sa laries . The Group's 
ob ligat ions are limited to these contributions, which are expensed when due. 

3.13 Treasury shares 

Treasury shares consist of the Parent Company' s own shares that have been issued , subsequently 
reacquired by the Group and not yet reissued or cance led. T reasury shares are accounted for usi ng the 
cost method. Under the cost method, the weighted average cost of the shares reacquired is charged to a 
contra equity account. When the treasury shares are reissued, profits are credited to a separate acco unt 
in shareholders ' equi ty "treasury shares reserve" which is not distributable. Any rea lised losses are 
charged to the same account to the extent of the credit ba lance on that account. Any excess losses are 
charged to reta ined earnings, reserves, and then share premium respective ly. 

Gai ns realised subsequently on the sale of treasury shares are first used to offset any previously 
recorded losses in reserves, retained earnings and treasury shares reserve respectively. No cash 
dividends are pa id on these shares. The issue of bonus shares increases the number of treasury shares 
proportionately and reduces the average cost per share without affecti ng the total cost of treasury 
shares. 

Where any Group's company purchases the Parent Company 's eq uity share capital (treasury shares), 
the considerat ion paid, including any direct ly attributable incrementa l costs is deducted from equity 
attributable to the Parent Company 's equity holders until the shares are cancelled or re issued. Where 
such shares are subsequently reissued, any considerat ion rece ived, net of any directly attributabl e 
incremental transaction costs is inc luded in equi ty attributab le to the Parent Company's shareho lders. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.14 Revenue recognition 

Revenues are measured based on the consideration to which it is expected by the Group to be entitled 
through the contract with customer as the amounts that have been collected on behalf of the other 
parties are excluded. Revenues are recognised when the control over goods or services is transferred to 
the customer. 

Control shall be transferred at a specific time if any of the criteria required for transferring goods or 
service is not met over a period of time. The following items should be considered by the Group 
whether or not control is transferred: 
- The Group shall have immediate right in payments against the asset. 
- The customer shall have a legal right in the asset. 
- The Group shall transfer the physical possession to the asset. 
- The customer shall have the significant risks and benefits of ownership of the asset. 
- The customer shall accept the asset. 

Group ' s revenue streams arise from the following activities: 

Sales of goods 
Sales represent total invoiced amount of goods sold during the year. Revenue from sale of goods is 
recognised when the control over the goods is transferred to the customer. For standalone sales, that 
are neither customised 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 Joss 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 . 

When such items are either customised or sold together with significant integration services, the goods 
and services represent a single combined performance obligation over which control is considered to 
transfer over time. This is because the combined product is unique to each customer (has no 
alternative use) and the Group has an enforceable right to payment for the work completed to date. 
The performance obligations are recognised over time as the customisation or integration work is 
performed. 

When contracts involve supply of goods and installation services in exchange for a fixed fee , revenue 
is recognised over a period of time and is accounted for as a single performance obligation due to the 
high interdependence between the elements of the contract. When such contracts include after sales 
services, the total transaction price is allocated to each of the distinct performance obligations 
identifiable under the contract on the basis of the relative stand-alone selling prices. Where these are 
not directly observable, they are estimated based on expected cost plus margin. 

Rendering of services 
Revenue from maintenance contracts are recognised at specified time when the services are rendered 
to customers. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.14 Revenue recognition (Continued) 

Construction contracts 
Revenue from construction contracts is recognised over time on a cost-to-cost method (input method), 
i.e. based on the proportion of contract costs incurred fo r work performed to date relative to the 
estimated total co11tract costs. Profit is only recognised when the contract reaches a point where the 
ultimate profit can be est imated with reasonable certa in ty. C laims, variation orders and incentive 
payments of the contract sha ll be taken into consideration for the purpose of ca lcul ati ng the contract 
profits when approved by the contract owner. The expected loss of the contracts is recognised 
immediate ly in full after occurrence. 

Where the outcome of a construction contract can not be estimated reliably, contract revenue is 
recogni sed to the extent of contract costs incurred that it is probable will be recoverab le. Contract costs 
are recogni sed as expenses in the period in which they are incurred. 

Interest income & expenses 
Interest income and expenses are calculated on a time proportion basis us ing the effective interest 
method . When the accounts receivable are impaired, the Group reduces the carrying amounts of such 
amounts to their recoverable amounts, which are estimated by the expected future cash flows 
discounted usi ng the e ffective interest rate of the fi nanc ia l instrument. The discount is continued to be 
amortised as interest income. The interest income or accounts receivable that have permanent 
impairment, is recognised either when it is collected or on the basis of recovered cost as per conditions. 

Dividends income 
Dividends income is recognised when the Group ' s right to receive payment is estab li shed . 

Leases 
Rental income is recogni sed w hen earned on a ti me proportion basis. 

Income from sale of properties 
Gain on sale of investment prope1ties is measured by the difference between the sale proceeds and the 
book va lue of the investment at the date of sale, and it is recogn ised at the date of sale. 

Other income and expenses 
Other income and expenses are recognised on acc rua l bas is. 

3.15 Provisions 

Provisions are recognised when the Group has a present obligat ion (legal or constructive) as a result of 
a past event, it is probable that the Group will be req uired to settle the obligation, and a re li able 
estimate can be made of the amount of the obi igation. 

The amount recogni sed as a provision is the best estimate of the consideration required to sett le the 
present obligation at the consolidated statement of financial position date, taking into account the ri sks 
and uncerta inties surrounding the ob ligat ion. Where a provis ion is measured us ing the cash fl ows 
estimated to settle the present obli gation, its carrying amount is the present value of those cash flows. 

When some or all of the economic benefi ts required to sett le a provi s ion are expected to be recovered 
from a third party, the receivable is recogni sed as an asset if it is virtually ce1ta in that reimbursement 
wi ll be received and the amount of the receivable can be measured re li ab ly . 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICJES (CONTINUED) 

3.16 Leases 

The Group as a lessor 
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor 
are classified as operating leases. All other leases are classified as financing leases. The determination 
of whether an arrangement is, or contains a lease is based on the substance of the arrangement and 
requires an assessment of whether the fulfillment of the arrangement is dependent on the use of a 
specific asset or assets and the arrangement conveys a right to use the asset. 

Operating lease 
Rental income from operating leases is recognised on a straight-line basis over the lease term. Initial 
direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of 
the leased asset and recognised on a straight-line basis over the lease term. 

The Group as a lessee 
The Group assesses at contract inception whether a contract is, or contains, a lease. The Group 
recognises right-of use assets and the lease liabilities regarding a ll lease arrangements when it acts as 
the lessee. 

Short-term leases and leases of low-value assets 
The Group applies the short-term lease recognition exemption to its sho1i-term leases of machinery and 
equipment (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). Tt also applies the lease of low-value assets recognition 
exemption to leases of office equipment that are considered of low value. Lease payments on sho1i-term 
leases and leases of low-value assets are recognised as expense on a straight-line basis over the lease 
term. 

3.17 Taxes 

Contribution to Kuwait Foundation for the Advancement of Sciences (KF AS), Zakat and 
National Labour Support Tax (NLST) 

Contribution to KFAS, Zakat and NLST represent levies / taxes imposed on the Parent Company at 
fixed 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 permitted and there are no significant differences between the levies/taxes bases of assets and 
1 iabil ities and their carrying amounts for the purposes of the consolidated financial statements. 

Levies I statutory tax 
Contribution to Kuwait Foundation for the 
Advancement of Sciences 
Zakat 
National Labour Support Tax 

3.18 Foreign currency translation 

Percentage 
I% of net profit, less permitted deductions. 

I% of net profit, less permitted deductions. 
2.5% of net profit, less permitted deductions 

Items included in the financial statements of each of the Group's ent1t1es are measured using the 
currency of the primary economic environment in which the entity operates ("the functional currency"). 

The Group ' s consolidated financial statements have been prepared and presented in Kuwaiti Dinars, 
which is the Group ' s presentation currency. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

3.18 Foreign currency translation (Continued) 

Transactions and balances 
Transactions in currencies other than the Group 's functional currency (foreign currencies) are recorded 
at the rates of exchange prevailing on the dates of transactions . At each conso lidated statement of 
financial position date, monetary items denominated in fore ign currencies are retranslated at the rates 
prevailing on the statement of consolidated financial position date. Non-monetary items carried at fair 
value that are denominated in foreign currenc ies are retranslated at the rates preva iling on the date 
when the fair value was determined. Non-monetary items that are measured in terms of historical cost 
in a foreign currency are not retranslated. 

Exchange di fferences a ri si ng on the settlement of monetary items, and on the retranslation of monetary 
items, are included in the consolidated statement of profit or loss fo r the year. Exchange differences 
aris ing on the translation of monetary items at fair va lue are included in the conso lidated statement of 
profit or loss fo r the year except for differences aris ing on retranslation of non-monetary items in 
respect of which ga ins and losses are directly included in the consolidated statement of profit or loss 
and other comprehens ive income . For such non-monetary items, any exchange component of such 
profit or loss is also recognised directly in the consolidated statement of comprehensive income. 

Foreign operations 
T he assets and liabilities of the Group 's foreign operations are expressed in KD us ing exchange rates 
prevailing at the consolidated statement of financial position date. Tncome and expense items are 
translated into the Group 's presentation currency at the average rate over the consolidated reporting 
period . Exchange differences are charged / credited to other comprehensive income and recogni sed in 
the currency translation reserve in equ ity. On d isposal of a foreign operation the cumulative translation 
differences recognised in equity are reclassified to consolidated statement of profit or loss and 
recognised as part of the gain or loss on disposal. Goodwi ll and fa ir value adj ustments arising on the 
acqu is ition of a foreign entity have been treated as assets and liab ilities of the foreign ent ity and 
translated into KD at the closing rate. 

3.19 Contingencies 

Contingent liabilities are not recognised in the consolidated financial statements unless it is probable as 
a result of past events that an outflow of econom ic resources wi II be required to settle a present, legal or 
constructive obli gation; and the amount can be re liably estimated. However, the contingent liab ilities 
are disc losed unless the poss ibility of an outflow of resources embodying economic losses is remote. 

Contingent assets are not recognised in the consolidated financial statements but disc losed when an 
inflow of economic benefits as a result of past events is probable . 

3.20 Segment Information 

A segment is a distinguishable component of the Group that engages in business act ivities from which 
it earn s revenue and incurs costs. Operating segments are disclosed in a manner consistent with the 
internal reporting rev iewed by the chief operating decis ion-maker, i.e. the person be ing respons ible fo r 
allocating resources, assessing performance and making strateg ic dec isions on the operating segments. 
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4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATION UNCERTAINTY AND 
ASSUMPTIONS 

The preparation of the Group's consolidated financial statements requires management to make 
judgments, estimates and assumptions that affect the repo1ted amounts of revenue, expenses, assets and 
liabi lities, at the date of consolidated financial statements period . However uncertainty about the 
assumptions and estimate could result in outcomes that require a materia l adj ustment to the carry ing 
amount of the asset or li ab ility affected in future period. 

Significa11t accou11ti11g judgments 

In the process of applying the Group ' s accounting policies, management has made the fo llowin g 
judgements, apart from those involving estimat ions, w hich have the most significant effect in the 
amounts recognised in the conso lidated financia l statements : 

Classification of financial instruments 
On acqui sition of a financial asset, the Group decides whether it should be c lassified as "at fair value 
through profit or loss", "at fa ir va lue through other comprehens ive income" or "at amorti sed cost". !FRS 
9 requires al l financia l assets, except equi ty instruments and derivatives, to be assessed based on a 
comb ination of the Group 's bus iness mode l for managing the assets of the instrument's contractua l cash 
llow characteristics. T he Group follows the guidance of lFRS 9 on c lassifying its financial assets. 

Classification of lands 
Upon acqui sition of lands, the Group c lassifies the land in to one of the fo ll owing categories, based on 
the intention of the management for the use of the land: 

I. Properties he ld for trading 
When the intention of the Group is to se ll land 111 the ordinary course of bus iness, the land 1s 
classified as property he ld for trading. 

2. Properties under development 
When the purpose of the Group is to develop the land fo r sale 111 the future, both lands and 
construct ion costs are c lassified as properties under development. 

3 . Investment properties 
When the intention of the Group is to earn renta ls from land or ho ld land for capital apprec iation or 
if the intention is not determined, the land is classified as in vestment property. 

leases 
Significant opinions on requirements fo r apply ing I FRS 16 include, among others, the fo ll owi ng: 
• Determine whether the contract (part thereof) contains a lease. 
• Determine whether it is reasonably certa in that extens ion or termination option will be exerc ised 
• C lass ification of lease agreements (when the entity is the lessor) . 

• Determine whether the variable payments are substantia lly fixed. 
• Determine whether there are multiple leases in the arrangement. 

• Determine the sa le price of leased and non-leased items. 

Estimation uncertainty and assumptions 

T he key assumptions concerning the future and other key sources of estimation uncertai nty at the 
consolidated financial statements date, that have a s ignificant impact causing a material adjustment to 
the carry ing amounts of assets and liabilities w ithin the next financial year are discussed below: 
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4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATION UNCERTAINTY AND 
ASSUMPTIONS (CONTINUED) 

Estimation uncertainty and assumptions (Continued) 

Usefiil lives ofproperty, plant and equipment 
As described in the accounting policies, the Group reviews the estimated useful lives over which its 
property, plant and equipment are depreciated . The Group's management is satisfied that the estimates of 
useful lives are appropriate . 

Provision.for Inventories 
The carrying amount of inventory are reduced and included by net realisable value when damaged or 
become obsolete, wholly or partly, or when the selling price goes down . The benchmarks for determining 
the amount of provision or write-off include annual analysis, technical assessment and subsequent events . 
The provisions and write-off are subject to management ' s approval. 

Impairment of non:financial assets 
An impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable 
amount, which is the higher of its fair value less costs to sell and its value in use. The fair value less costs 
to sell calculation is based on available data from binding sales transactions in an arm ' s length 
transaction of similar assets or observable market prices less incremental costs for disposing of the asset. 
The value in use calculation is based on a discounted cash flow model. The cash flows are derived from 
the budget for the next five years and do not include restructuring activities that the Group is not yet 
committed to or significant future investments that will enhance the asset's performance of the cash 
generating unit being tested. The recoverable amount is most sensitive to the discount rate used for the 
discounted cash flow model as well as the expected future cash-inflows and the growth rate used for 
extrapolation purposes. 

Fair value measurement and valuation techniques 
The Group has updated the fair value studies relating to investments in unquoted shares as a result of the 
negative impacts on the fair value of unquoted financial investments due the speared of COVID-19 . 

Some of the Group ' s assets and liabilities are measured at fair value for financial reporting purposes. The 
Group ' s management determines the appropriate valuation techniques and input for fair value 
measurement. In estimating the fair value of an asset or a liability, the management uses market 
observable data to the extent it is available. In case no market observable data are available, the Group 
shall assign an external qualified valuer to carry out the valuation process. Information about valuation 
techniques and input used in determining the fair value of various assets and liabilities are disclosed in 
(Note 30). 

The valuation of unquoted equity investments is normally based on one of the following: 
• Recent arm's length market transactions; 
• Current fair value of other instruments that are substantially the same. 

• Earnings multiples; 
• The expected cash flows discounted at current rates applicable for items with similar terms and risk 

characteristics. 

• Price to book value model. 
• other valuation models. 

The determination of the cash flows, earnings multiple, price to book value multiple and discount factors 
for unquoted shares requires significant estimation. 
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4. SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATION UNCERTAINTY AND 
ASSUMPTIONS (CONTINUED) 

Estimation uncertainty and assumptions (Continued) 

Revenue recognition 
Revenue is recogni sed to the extent it is probable that the economic benefits will fl ow to the Group and 
the revenue can be reliably measured. Determination whether matching the criteria of revenue 
recognition in accordance w ith IFRS 15 and the policy of revenue recognition disclosed in (Note 3.14) 
require s ignificant judgments. 

Provision.for expected credit losses .for accounts receivable 
The Group has reassessed its s ignificant judgements and es timates in respect of expected credit losses 
inc luding probability of default, loss rate on default and incorporation of fo rwa rd look ing information 
because of the negat ive economic impacts due to COVlD- 19 outbreak. 

The Group uses a provision matrix to calculate expected credit losses fo r accounts receivable. The 
provision rates are based on days past due fo r groupings of various customer segments that have si mil ar 
loss patterns ( i.e., by geographical region, serv ices type, customer and type) . The provision matrix is 
initially based on the Group ' s historical observed defaul t rates . 

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

For instance, if fo recast econom ic cond itions ( i.e., gross domestic product, stock market capital isati on) 
are expected to deteriorate over the next year which can lead to an increased number of defaults in the 
investment sector, the hi storical default rates are adjusted. At every reporting date, the historica l 
observed default rates are updated and changes in the forward-looking estimates are analysed . 

The assessment of the correlation between hi stor ical observed default rates, forecast economic 
conditions and ECLs is a significant estimate. The amount of expected credit losses is sensitive to 
changes in circumstances and of fo recast economic conditions. The Group ' s historical cred it loss 
experience and fo recast of economic conditions may also not be representative of customer' s actua l 
default in the future . The information about the ECL on the Group ' s accounts receivable and other debit 
ba lances is d isc losed in (Note 29). 

34 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 31 December 2020 

5. PROPERTY, PLANT AND EQUIPMENT 

Buildings 
KD 

Cost: 
At 1 January 2019 2,108,153 
Additions 
Effect of acquisition of a subsidiary 
Disposals 
Foreign currencies translation adjustments (797) 
At 31 December 2019 2,107,356 
Additions 
Effect of acquisition of a subsidiary (Note 3.1) 
Foreign currencies translation adjustments 348 
At 31 December 2020 2, 107,704 

Accumulated depreciation: 
At I January 2019 778,519 
Charged during the year 94,739 
Effect of acquisition of a subsidiary 
Related to disposals 
Foreign ctm-encies translation adjustments (179) 
At 31 December 2019 873,079 
Charged during the year 94,729 
Effect of acquisition of a subsidiary (Note 3.1) 
Foreign currencies translation adjustments 96 
At 31 December 2020 967,904 

Net carrying value: 
At 31 December 2019 1,234,277 

At 31 December 2020 1, 139,800 

Furniture and 
fixtures 

KD 

749,808 
44,321 
11 ,523 

(59,099) 
(6) 

746,547 
4,443 

5 l ,635 
5 

802,630 

694,611 
59,770 
10,360 

(59 ,099) 
(4) 

705,638 
18, 100 
51 ,636 

2 
775 ,376 

40,909 

27,254 

Plant and 
eguiement Vehicles 

KD KD 

1,732,240 223 ,045 
26,155 7,480 
19,471 66,689 

(23 ,758) 
(113) (12) 

1,753,995 297,202 
1,397 23,365 

21 ,258 24,760 
46 6 

1,776,696 345 ,333 

1,413 ,559 207,129 
104,063 22,905 

19, 131 40,452 
(23 ,752) 

(81) (7) 
1,512,920 270,479 

60,809 13,533 
11,045 23 ,241 

43 4 
1,584,817 307,257 

241 ,075 26,723 

191,879 38,076 

The Group's buildings are constructed on leasehold land, that is leased from the Government of the State of Kuwait (Note 6). 
The cost of revenue item includes a depreciation charged during the current year ofKD 135,867 (2019: KD 230,732). 

35 

Comeuters Total 
KD KD 

280,783 5,094,029 
15,749 93 ,705 
28,904 126,587 

(82,857) 
(5) (933) 

325,431 5,230,531 
2,554 31 ,759 

19,478 117,131 
2 407 

347,465 5,379,828 

222,125 3,315,943 
20,868 302,345 
24,533 94,476 

(82,851) 
(4) (275) 

267,522 3,629,638 
20,004 207,175 
17,780 103 ,702 

2 147 
305,308 3,940,662 

57,909 1,600,893 

42,157 1,439,166 
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6. INTANGIBLE ASSETS 

Cost: 
At 31 December 20 I 9 
On acquisition of a subsidiary (Note 3 .1) 
At 31 December 2020 

Accumulated amortisation: 
At I January 2019 
Charged during the year 
At 31 December 2019 
Charged during the year 
At 31 December 2020 

Impairment losses 
At 3 l December 2019 
At 31 December 2020 

Net carrying value: 
At 31 December 2019 
At 31 December 2020 

Right of 
utilisation 

KO 

714,907 

7 I 4,907 

493,539 
35,198 

528,737 
35,198 

563,935 

8,728 
8,728 

177,442 

142,244 

Related 
customer 
contracts 

KD 

1,335 ,393 
1,335 ,393 

167,888 
167,888 

1,167,505 

Total 
KO 

7 I 4,907 
1,335 ,393 
2,050,300 

493,539 
35, 198 

528,737 
203,086 
73 I ,823 

8,728 
8,728 

177,442 

1,309,749 

Rights of use of lands leased from the Government of the State of Kuwait are leased and amortised over 
a period of 20 years. 

At 3 I December 2020, the Group' s management assessed the rights of use of leasehold land to 
determine if there is any impairment in their values. As a result, the Group did not recognise any 
impairment loss for the years ended 31 December 2020 and 31 December 2019. Management ' s 
assessment was based on valuation performed at the reporting date by an independent professional real 
estate valuation expert who is specialist and has the required qualification and experience in valuing 
such type of assets using recognised valuation techniques . 

The Group ' s intangible assets have been allocated to Advanced Group Center For Furniture W.L.L. 
They represent customer contracts with finite useful lives and are amortised over the period of 
implementing these contracts for the customers. 

7. INVESTMENT PROPERTIES 

The movement of investment properties during the year is as follows: 

Balance at beginning of the year 
Disposals 
Change in fair value 
Foreign currencies translation adjustments 
Balance at end of the year 
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2020 
KO 

2,059,000 
(592,000) 

1,467,000 

2019 
KD 

2,000,888 

58, 118 
(6) 

2,059,000 
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7. INVESTMENT PROPERTIES (CONTINUED) 

The fair value of investment properties has been dete rmined based on valuations performed by two 
independent professional rea l estate valuers, who are industry specialists in valuing such type of 
investment properties. For the prope1ties located in the State of Kuwait, one of the valuers is a local 
bank and the other is a local reputable accredited valuer. The valuers used the income capitalisation 
approach assuming fu ll capacity of the property which is calculated by discounting rental income 
generated annually by the prope1ty, assuming full capacity, using the current market discount rate, 
market comparison approach, in which the recent transactions in the real estate market are recorded and 
comparing the prices of sale of similar prope,ties in terms of specifications, area of land, contents and 
area of the property and the aging and condition of the existing building as well as occupancy rates and 
periodic expenses and capitalisation rates used and after the application of adjustment transactions 
necessary to obtain the value of the market property. 

For valuation purpose, the Group has selected the lower valuation. As a result, the Group has recognised 
an unrealised gain on determination of the fair value of KD nil in the consolidated statement of profit or 
loss for the current year (2019: KD 58,118). 

During the financial year e nded 31 December 2020, the Group sold an investment property with a 
carrying value of KD 650,000 resulting in a profit of KD 58,000 which was recognised in the 
consolidated statement of profit or loss. 

The Group has investment properties with a carrying value of KD 1,467,000 as at 31 December 2020 
(2019: KD 1,467,000), which are leased from the Public Authority for Industry. The contract has expired 
and until the date of issuing the consolidated financial statements, the contract has not been renewed and 
the Group's management seeks to renew it. 

8. INVESTMENTS IN ASSOCIATES 

Country of Ownershie 
Name of associate lncoreoration 2020 2019 

% % 
Kuwait International Advanced 
Industries Company K.S.C. State of 
(Closed) Kuwait 25% 25% 
Warehousing Projects and Logistics Kingdom of 
Company W.L.L. Saudi Arabia 50% 50% 

The movement on investments in associates during the year is as follows : 

Balance at beginning of the year 
Share of results from associates * 
Foreign currency translation adjustments 

Ba lance at end of the year 

* The table below shows share ofresults from associates as follows: 

Share in business results of Kuwait International Advanced Industries 
Company K.S.C. * 
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Carr;ting amount 
2020 2019 
KD KD 

1,736,488 1,750,469 

2,772,356 2,770,473 
4,508,844 4,520,942 

2020 2019 
KD KD 

4,520,942 4,607,838 
(13,981) (84,568) 

1,883 (2,328) 
4,508,844 4,520,942 

2020 2019 
KD KO 

(I 3,981) (84,568) 
(13,981) (84,568) 
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8. INVESTMENTS IN ASSOCIATES (CONTINUED) 

* The Group's share of results has been determined based on the financial information of Kuwait 
International Advanced Industries Company K.S.C . (Closed) until 30 September 2020. 

As at 31 December 2020, the management has rev iewed its investments in associates to assess whether 
impairment has occurred in their value and accordingly no impairment loss has been recognised in the 
consolidated statement of profit or loss. Management is not aware of any circumstances that would 
indicate any additional impairment in the value of these investments at the reporting date. 

The summarised financial information in respect of the Group 's investments in its associates is set out 
below: 

2020 

Statement of profit or loss: 
Revenues 

Loss for the year 

Statement of financial position: 
Non-current assets 
Current assets 
Total assets 

Non-current liabilities 
Current liabilities 
Total Liabilities 

Net assets 

2019 

Statement of profit or loss: 
Revenues 

Loss for the year 

Statement of financial position: 
Non-current assets 
Current assets 
Total assets 

Non-current liabilities 
Current liabi lities 
Total Liabilities 

Net assets 

Kuwait 
International 

Advanced 
Ind us tries Company 

K.S.C. (Closed) 
KO 

3,647,557 

(55,924) 

4,289,575 
1,789,504 
6,079,079 

775,040 
643,483 

1,418,523 

4,660,556 

Kuwait 
International 

Advanced 
Industries Company 

K.S.C. (Closed) 
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KD 

2,957,554 

(338,272) 

4,307,169 
2,224,6 IO 
6,531 ,779 

485,797 
1,329,503 
1,815,300 

4,716,479 

Warehousing 
Projects and 

Logistics 
Company 

W.L.L. 
KD 

I 0,421,996 
555,376 

10,977,372 

35,324 
3,397,336 
3,432,660 

7,544,712 

Warehousing 
Projects and 

Logistics 
Company 

W.L.L. 
KD 

10,4 14,918 
554,999 

I 0,969,917 

35,300 
3,393,671 
3,428,971 

7,540,946 

Total 
KD 

3,647,557 

(55,924) 

14,711 ,571 
2,344,880 

17,056,451 

810,364 
4,040,819 
4,851 , 183 

12,205 ,268 

Total 
KD 

2,957,554 

(338,272) 

14,722,087 
2,779,609 

17,501 ,696 

521,097 
4,723 , 174 
5,244,271 

12,257,425 
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8. INVESTMENTS IN ASSOCIATES (CONTINUED) 

The fo llowing tab le shows a reconciliation of the financia l information of the associate to the carrying 
amount of the Group ' s interest in the assoc iates: 

2020 

Net assets of the associate 
Group's effective interest in the 
assoc iate's equity 
Group ' s interest in net assets of 
the associate 
Impairment losses of associates 
Goodwill 
Ca rrying amount of the Group ' s 
investment in the associate 

2019 

Net assets of the assoc iate 
Group 's effective interest in the 
associate ' s eq uity 
Group's interest in net assets of 
the assoc iate 
Impairment losses of associates 
Goodwill 

Carrying amount of the Group 's 
investment in the assoc iate 

Kuwait International 
Advanced Ind us tries 

Company K.S.C. 
(Closed) 

KD 

4,660,556 

25% 

I , 165 , 139 

57 1,349 

1,736,488 

Kuwait International 
Advanced Industries 

Company K.S.C. 
(Closed) 

KD 

4,7 16,479 

25% 

1, 179,120 

57 1,349 

1,750,469 

Warehousing 
Projects and 

Logistics 
Company W.L.L. 

KD 

7,544,712 

50% 

3,772,356 
(1 ,000,000) 

2,772,356 

Warehousing 
Projects and 

Logistics 
Company W.L.L. 

KD 

7,540,946 

50% 

3,770,473 
(1 ,000,000) 

2,770,473 

9. ACCOUNTS RECEIVABLE AND OTHER DEBIT BALANCES 

Trade receivables and receivables from construction contracts 
Retention receivables 
Less: provision for expected credit losses * 

Advance payments to supp liers 
Contract assets 
Other 
Less: provision for expected credit losses * 
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2020 
KD 

8,097,428 
4,916,124 

(2,616,941) 
10,396,611 

1,088,72 1 
2,303,283 
1,034,723 

14,823 ,338 

Total 
KD 

12,205 ,268 

4,937,495 
( 1,000,000) 

571,349 

4,508 ,844 

Total 
KD 

12,257,425 

4,949,593 
(1 ,000,000) 

571,349 

4,520,942 

2019 
KD 

8,280,278 
4,303,454 

(2,451 ,746) 
10, 131 ,986 

1,5 J 6,272 
I , 108,021 

937,827 
(204,258) 

13,489,848 
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9. RECEIVABLES AND OTHER DEBIT BALANCES (CONTINUED) 

Represented as follows : 
2020 
KD 

4,3 02,60 I Non-current portion 
Current portion 10,520,737 

* Movement on provision for ECLs is as follows: 

Balance at beginning of the year 
Acquisition through business combination 
Reversal of provision for expected cred it losses 
Bad debts written - off 
Ba lance at end of the year 

10. INVENTORIES 

Construction materials 
Raw and packing material s 
Other 

Less: 
Provision for obsolete and slow moving inventory * 

14,823,338 

2020 
KD 

2,656,004 

(37,904) 
( I , 159) 

2,616,941 

2020 
KD 

977,664 
1,546, 164 

16,160 
2,539,988 

(336,43 1) 
2,203 ,557 

* Movement on provision fo r obsolete and slow moving inventory is as follows: 

2020 
KD 

Balance at beginning of the year 325,419 
Charged during the year 11 ,012 
Acquisition through business combination 

Balance at end of the year 336,431 

11. TRADING PROPERTIES 

2020 
KD 

Balance at beginning of the year 1,636,486 
Disposals 
Write down of trading properties to net realisable value (419,412) 

Balance at end of the year 1,217,074 

All trading properties are located in United Arab Emirates. 

40 

2019 
KD 

2,972,490 
I 0,5 17,358 

13,489,848 

2019 
KD 

2,966,276 
160,360 

(320,974) 
(149,658) 
2,656,004 

2019 
KD 

845,374 
1,631,937 

16,406 
2,493,7 17 

(325,419) 
2,168,298 

2019 
KD 

305,171 
248 

20,000 

325,419 

2019 
KD 

2,024,154 
(360, 159) 

(27,509) 

1,636,486 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial yea r ended 31 December 2020 

11. TRADING PROPERTIES (CONTINUED) 

At 3 l December 2020, the Group's management reviewed prope1ties held for trading to assess if there 
is an impa irment in their carrying values, based on va luat ions performed by independent professional 
real estate va luation experts using comparable approach of active market prices for similar properties 
adjusted considering location, plot area and other individual characteristics. As a result, the Group 
amortisat ion certain properties held for trading to their net rea lisable values and recorded the 
difference of KD 419,412(2019: KD 27,509) in the consolidated statement of profit or loss. 

During the year ended 31 December 20 19, the Group so ld certain properties held for trading with a 
carrying amount of KD 360,159 against a total amount of KD 302,798 (Note 25). 

12. RELATED PARTY DISCLOSURES 

(i) 

The Group entered into various transactions with related parties in the normal course of its business 
(i .e. associates, key management personnel and other re lated parties). Prices and terms of payment 
relating to these transactions are approved by the Group ' s management. Significant balances and 
transactions with related parties are as follows·: 

Balances included in consolidated statement of financial position: 

Other 
related 

Associates earties 2020 2019 
KD KD KD KD 

Due from related parties: 
Warehousing Projects and 
Logistics Company W .L.L. * 2,369,206 2,369,206 2,369,206 
AI-Khadda International 
General Trading and 
Contracting Company W.L.L. 1,384,216 1,384,216 1,384,167 

2,369,206 1,384,216 3,753,422 3,753,373 
Less: provision for expected 
credit losses** (2,369,206) (2,369,206) (2,369,206) 

1,384,216 1,384,216 1,384,167 

Accounts receivable and 
other debit balances 
Al-Ahlia Chemical s Company 
K.S.C. (Closed) 133 ,994 133 ,994 180,460 

* The amount due from Warehousing Projects and Logistics Company W.L.L. represents an unsecured 
loan granted by the Parent Company which matured on 30 April 2015 and has not been renewed. 
The loan carries profit at a rate charged on loans by Is lamic banks in Kuwait. The management has 
provided a full provision against the outstanding balance amounting to KD 2,406,000. Management 
of the Parent Company has filed a legal case against the investee company in order to recover this 
balance, for which the Court issued its verdict for behalf the Group . The verdict is under 
implementation in order to collect the amount clue to the Group. During the previous financial year 
ended 31 December 2019, the Group collected an amount of KD 36,794. Accordingly, a provision 
was reversed against the same collected amount. 

41 
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State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 I December 2020 

12. RELATED PARTIES DISCLOSURES (CONTINUED) 

** Movement on provision for expected credit losses during the year is as follows: 

Balance at beginning of the year 
Reversal of provision for expected credit losses 
Balance at end of the year 

(ii) Transactions included in the consolidated statement of profit or loss: 

Gross profit 
A I- Khadda lntemational General Trad ing and Contracting 
Company W.L.L. 
A I-Ah lia Chemicals Company K.S.C . (Closed) 

(iii) Compensation to key management personnel 

Salaries and other short term benefits 
Employees ' end of serv ice indemnity 
Remuneration of Board of Directors and executi ve committees 

2020 
KD 

2,369,206 

2,369,206 

2020 
KD 

120,878 

2020 
KD 

66,259 
5,450 

16,000 
87,709 

13. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 

2020 

Quoted securities 
Unquoted securities 

KD 

58,761 
4,980,612 
5,039,373 

2019 
KD 

2,406,000 
(36,794) 

2,369,206 

2019 
KD 

360,330 
8,297 

2019 
KD 

72,527 
5,450 

36,000 
113,977 

2019 
KD 

57,854 
4,988,445 
5,046,299 

The movement of financial assets at fair value through profit or loss during the year was as follows: 

Balance at beginning of the year 
Additions 
Unrealised loss on financial assets at fair value through profit or 
loss 
Balance at end of the year 

2020 
KD 

5,046,299 

(6,926) 
5,039,373 

2019 
KD 

4,709,903 
353,5 12 

(17 ,116) 
5,046,299 

The fair value of financial assets at fair va lue through profit or loss was determined based on valuation 
leve ls mentioned in (Note 30). 

42 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the fin anc ial year ended 3 I December 2020 

14. TERM DEPOSIT 

15. 

16. 

Depos it is placed with a local Is lamic bank. It has an o rig ina l maturity period of six months as of the 
depos it date. Average profit rate of term depos it is 1.375% (2019: 2.750%) per annum. The depos it is 
mortgaged aga inst non-cash bank facilities. 

CASH ON HAND AND BANK BALANCES 

2020 2019 
KD KD 

Cash on hand 80,336 139, 161 
Bank balances 4,948,677 3,382,93 0 

5,029,01 3 3,522,091 

ASSETS CLASSIFIED AS HELD FOR SALE 

The management of the Parent Company had a plan to active ly pursue the disposal of its investment in 
the associate Equipment Holding Company K.S.C.P. at 29.75% which has been approved by the board 
of di rectors in the meet ing he ld on 17 October 2017 . As a result, the carrying amount of the investment 
as at 31 December 2020 of KD 703,308 (3 1 December 20 19: KD 948,759) and the current account due 
from such assoc iate of KO 722,613 (31 December 20 19: KD 27 1,256) were class ified as non-current 
assets he ld fo r sa le after deduction of an impa irment losses of KO 185,507 (31 December 2019: KD 
166,378) based on the latest bid price in the market to bring down the carrying amount of the 
investment to its fair value. Accordingly, the impai rment loss was recorded as loss for the year from 
di scontinuing operat ions. 

The movement of assets c lass ified as he ld for sa le during the year was as fo llows: 

Balance at beginning of the year 
Add: due fro m an assoc iate 
Less: impa irment loss o f assets classified as held fo r sale 

2020 
KD 

1,220,015 
39 1,4 13 

(185 ,507) 
1,425,92 1 

2019 
KD 

I , 115,13 7 
27 1,256 

(166,378) 
1,220,015 

Management presented the impairment loss of assets he ld for sa le as disconti nuing operations as 
fo ll ows: 

Impairment loss of assets classified as held for sa le 

2020 
KD 

( 185 ,507) 
(185,507) 

2019 
KO 

( 166,378) 
(166,378) 

17. SHARE CAPITAL 

The Parent Company's authorised, issued and full y paid up share capital is KO 16,500,000 distr ibuted 
over 165 ,000,000 shares with nomina l va lue of I 00 Kuwaiti Fi ls each (Note 1) (31 December 2019: 
KO 15,000,000 di stributed over 150,000,000 shares with nominal value of I 00 Kuwaiti Fils each), and 
a ll shares are in cash. 
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State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 I December 2020 

18. STATUTORY RESERVE 

In accordance with the requirements of the Companies Law and the Parent Company's Art icles of 
Association, I 0% of the profit for the yea r attributable to Shareholders of the Parent Company before 
calculation of the contribution to KFAS, NLST, Zakat and Board of Directors ' remuneration is to be 
transferred to the statutory reserve. The Parent Company may resolve to discontinue such annual 
transfers when the reserve balance exceeds 50% of the share capital. T hi s reserve is not avai labl e for 
distribution except in cases st ipulated by Law and the Parent Company's Articles of Association. An 
amount of KD I 1,505 has been transferred to the statutory reserve at 3 I December 2020 (20 19: KD 
141,595). 

It is not allowed to di str ibute statutory reserve to shareholders, it is only allowed to use it to distribute 
profits to shareho lders up to 5% of paid-up share capital in the years when retained earnings are not 
suffic ient fo r the payment of a dividend of that amount. 

19. VOLUNTARY RESERVE 

In accordance with the requirements of the Parent Company's Articles of Association, a percentage of 
the profit fo r the yea r should be transferred based on the Board of Directors ' recommendation that is 
subj ect to approval of the General Assembly of the Parent Company ' s Shareholders. Such annua l 
transfers may be discontinued by the Company based on a resolution of the Shareholders' General 
Assembly upon recommendation by the Board of Directors. An amount of KD I 1,505 has been 
transferred to the voluntary reserve at 3 I December 2020(2019: KD 141 ,595). 

20. GENERAL ASSEMBLY OF THE PARENT COMPANY'S SHAREHOLDERS 

At the meeting held on 23 March 202 1, the Board of Directors have proposed not to allocate cash 
dividends for the year ended 3 1 December 2020, and not to distribute directors ' remuneration . T his 
proposal is subj ect to the approval of Shareholders ' at the Annual Genera l Assembly meeting. 

The ordinary General Assemb ly meeting of the Parent Company ' s Shareho lders held on 18 .lune 2020 
approved the consolidated fin ancial statements of the Group for the year ended 3 1 December 201 9, 
and approved bonus shares at the rate of l 0% of the paid up share capital ( l O shares per each I 00 
shares) for the yea r ended 3 I December 20 19, and distribution of Board of Directors ' remuneration of 
KO 25 ,000. 

The Extraord inary General Assemb ly meeting of the Parent Company ' s Shareholders held on 2 July 
2020, approved the Parent Company' s share cap ital increase from KD 15,000,000 to KD 16,500,000. 
Such increase amounted to KD 1,500,000 through bonus shares of 15,000,000 shares at 100 Kuwaiti 
Fils per share. Such shares represent the bonus shares that will be allocated to the shareholders 
registered in the Company ' s records. This has been registered in the commerc ial register No. (5202) 
dated 27 August 2020. 
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21. OTHER COMPONENTS OF EQUITY 

Reservation 
related to assets 

at fair value Foreign 
through other currency Treasury 

Revaluation comprehensive translation shares 
reserve income reserve reserve 

KO KO KO KO 

Balance at I January 2020 290,248 (9,410) 281 ,495 748,437 
Differences of foreign 
currency trans lation (8,933) 
Transfer re lating to 
depreciation expenses 
charged to retained 
earnings (25 ,415) 
Balance at 3 I December 
2020 264,833 (9 ,410) 272,562 748,437 

Reservation 
related to assets 

at fair value Foreign 
through other currency Treasury 

Revaluation comprehensive translation shares 
reserve income reserve reserve 

KO KO KD KO 

Balance at I January 2019 315,663 (9,4 10) 290,296 748,437 
Differences of foreign 
currency translation (8 ,80 I) 
Transfer relating to 
depreciation expenses 
charged to retained 
earnings (25,4 15) 
Balance at 3 I December 
20 19 290,248 (9,410) 281,495 748 ,437 

22. TREASURY SHARES 

2020 

Number of shares 8,044,842 
Percentage to paid up shares 4 .88% 
Market value (KD) 643,587 
Cost (KD) 2,4 18,587 

Total 
KO 

1,310,770 

(8 ,933) 

(25 ,415) 

l,276,422 

Total 
KO 

1,344,986 

(8,80 I) 

(25 ,415) 

1,3 I 0,770 

2019 

7,313 ,493 
4.88% 

615,796 
2,418 ,587 

Based on the decision of the Capital Markets Authority, the Parent Company's management has locked 
off an amount equal to treasury shares balance from share premium as at the consolidated financial 
statements date . Such amount will not be available for distribution over the period in w hich the Parent 
Company ho lds treasury shares. 
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23. PROVISION FOR EMPLOYEES' END OF SERVICE INDEMNITY 

Balance at beginning of the year 
Charged during the year 
Effect of acquisition of a subsidiary (Note 3 .1) 
Paid during the year 
Balance at end of the year 

24. ACCOUNTS PAY ABLE AND OTHER CREDIT BALANCES 

Trade payables 
Advance payments from customers 
Retention payable 
Notes payable * 
Contract liabilities 
Others** 

2020 
KD 

790,801 
137,995 
65 ,285 

(290,264) 
703 ,817 

2020 
KO 

5,349,811 
1,849,674 
1,508,289 

230,459 
192,528 

1,524,777 
10,655 ,538 

2019 
KD 

690,687 
133 ,995 
93 ,393 

(127,274) 
790,801 

2019 
KD 

2,305,018 
560,858 

1,355,801 
49,162 

2, 135,283 
1,293 ,721 
7,699,843 

* This item represents installments and payments due to certain local banks on the credit facilities 
granted to a subsidiary of the Group at annual interest of 2.5% over the Central Bank of Kuwait 
discount rate. 

25. 

** This items includes an amount of KO 339,740 representing the remaining portion of the value of 
purchase of a controlling equity share of90% in Advanced Group Center For Furniture W.L.L. (Note 
3. I). 

Represented as follows: 
2020 2019 
KD KO 

Non-current liabilities 2,268,429 950,411 
Current liabilities 8,387,109 6,749,432 

I 0,655,538 7,699,843 

REVENUES 

2020 2019 
KD KO 

General trading revenues 3,770,525 5,064,858 
Contract revenues 1,944,163 1,153,020 
Construction revenues 4,657,481 7,272,382 
Oil and gas services revenues 7, 169,457 6,488,971 
Computer systems and software revenues 924,066 147,289 
Sale of trading properties (Note 11) 302,798 

18,465,692 20,429,318 
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25. REVENUES (CONTINUED) 

Revenues details 
The Group classified the revenue from contracts with customers as stated in the follow ing table: 

2020 

Revenue Types: 
General trading revenue 
Contract revenues 
Construction revenues 
Oil and gas services revenues 
Computer systems and software revenues 
Total revenues from contracts with customers 

Main geographical market: 
State of Kuwait 
Qatar 

Timing of revenue recognition: 
Revenue from contracts with customers 
At time point 
Over time 
Total revenues from contracts with customers 

2019 

Revenue Types: 
General trading revenue 
Contract revenue 
Construction revenues 
Oil and gas services revenues 
Computer systems and software 
revenues 
Revenues from trading properties 
Total revenues from contracts with 
customers 

Main geographical market: 
State of Kuwait 
Qatar 
UA E 

Timing of revenue recognition: 
Revenue from contracts with 
customers 
At time point 
Over time 
Total revenues from contracts with 
customers 

Trading 
properties 

KD 

302,798 

302,798 

302,798 
302,798 

302,798 

302,798 
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Oil and gas 
services 

KD 

7, 169,457 

7, 169,457 

7, 169,457 

7, 169,457 

7, 169,457 
7, 169,457 

Oil and gas 
services 

KD 

6,488,971 

6,488,971 

6,488,971 

6,488 ,971 

6,488,971 

6,488 ,971 

General 
Trading and 
Contracting 

KO 

3,770,525 
1,944, 163 
4,657,48 J 

924,066 
J 1,296,235 

I 0,23 6,539 
1,059,696 

11 ,296,235 

4,694,59 1 
6,60 l ,644 

11 ,296,23 5 

General 
Trading and 
Contracting 

KO 

5,064,858 
l , 153 ,020 
7,272,382 

147,289 

13 ,637,549 

12,327,966 
1,309,583 

13 ,637,549 

5,212,147 
8,425 ,402 

13 ,637,549 

Total 
KO 

3,770,525 
1,944, 163 
4,657,481 
7, 169,457 

924,066 
18,465,692 

17,405,996 
1,059,696 

18,465 ,692 

4,694,591 
13 ,771 ,101 
18 ,465 ,692 

Total 
KD 

5,064,858 
1,153,020 
7,272,382 
6,488,971 

147,289 
302,798 

20,429,318 

18,816,937 
l ,309,583 

302,798 
20,429,318 

5,514,945 
14,914,373 

20,429,318 
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26. BASIC AND DILUTED EARNINGS / (LOSS) PER SHARE ATTRIBUTABLE TO 
SHAREHOLDERS OF THE PARENT COMPANY 

Basic earnings/ (loss) per share is ca lculated by dividing the profit / (loss) for the year attributable to 
Shareholders of the Parent Company by the weighted average number of ordinary shares outstanding 
during the year (excluding treasury shares). There are no potential dilutive ordinary shares . The 
information necessary to calculate basic earnings / (loss) per share based on the weighted average 
number of shares outstanding during the year is as follows: 

Profit for the year from the continuing operations attributable to the 
shareholders of the Parent Company (KD) 
Loss for the year from the discontinuing operations attributable to the 
shareholders of the Parent Company (KO) 
Profit for the year attributable to the shareholders of the Parent 
Company (KO) 

Number of outstanding shares: 
Weighted average number of shares in issue (shares) 
Less: weighted average number of issued shares (shares) 
Weighted average number of outstanding shares (shares) 

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 discontinuing operations 
attributable to shareholders of the Parent Company 

Basic and diluted earnings per share attributable to the shareholders 
of the Parent Company 

2020 

261 ,992 

( 185,507) 

76,485 

165,000,000 
(8,044,842) 
156,955, 158 

Fils 

1.67 

( 1.18) 

0.49 

2019 

1,487,097 

(166,378) 

1,320,719 

165 ,000,000 
(8,044,842) 
156,955 , 158 

Fils 

9.47 

( l.06) 

8.41 

Basic and diluted earnings per share fo r the comparative year presented have been restated to re f:lect 
adjusting the issue of bonus shares subsequent to the issue of bonus shares related to 2019 (Note 20). 
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27. SEGMENTS INFOR1v1ATI0N 

The Group's assets and activities are based in Kuwait and GCC countries. The Group 's activities are represented primarily in general trading, 
contracting, construction, oil, gas and real estates as follows: 

2020 

Segment operating revenues 

Segment results 
Depreciation and amo1iisation 
Share of results from associates 
Unrealised loss on financial assets at fair value through profit or loss 
Profit for the year from continuing operations 
Loss for the year from discontinued operations 
Profit for the year 

Total assets 
Total liabilities 

* Including assets classified as held for sale. 
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General trading, 
contracting and 

construction 
activities 

KD 

11 ,296,235 

634,591 
(408,633) 

33,336,483 * 
(8,009,925) 
25,326,558 

Oil and gas 
activities 

KD 

7,169,457 

400,906 
(621) 

3,187,769 
(3,261 ,654) 

(73 ,8852 

Real estate 
activities 

KD 

48,125 

(339,060) 
(1 ,007) 

4,333 ,787 
{87,776) 

4,246,011 

Total 
KD 

18,513,81 7 

696,437 
(410,261) 

( 13 ,981) 
(6,9262 

265 ,269 
(185,507) 

79,762 

40,858,039 
(11,359,355) 

29,498,684 
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27. SEGMENT INFORIYIATION (CONTINUED) 

2019 

Segment operating revenues 

Segment results 
Depreciation and amortisation 
Share of results from associates 
Unrealised loss on financial assets at fair value through profit or loss 
Change in fair value of investment properties 
Profit for the year from continuing operations 
Loss for the year from discontinued operations 
Profit for the year 

Total assets 
Total liabilities 

* Including assets classified as held for sale. 

so 

General trading, 
contracting and 

construction 
activities 

KD 

13 ,637,549 

1,226,232 
(335 ,190) 

30,360,756 * 
{8,038,034) 
22,322,722 

Oil and gas 
KD 

6,488,971 

606,396 
(979) 

2,142,603 
(361 ,963} 
1,780,640 

Properties 
KD 

363,185 

37,165 
(1 ,374) 

5,332,910 
(90,647} 

5,242,263 

Total 
KD 

20,489,705 

1,869,793 
(337,543) 

(84,568) 
(17,116) 

58,118 
1,488,684 
(166,378) 
1,322,306 

37,836,269 
(8,490,644) 
29,345 ,625 
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28. CONTINGENT LIABILITIES 

At the consolidated financial position date, the Group is contingently liable in respect of the following, 
from which it is anticipated that no material liability will arise. 

Against letters of guarantee and letters of credit 

29. CAPITAL MANAGEMENT AND FINANCIAL RISKS 

Capital management 

2020 
KO 

20,679,380 

2019 
KD 

9,313 , 177 

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

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

Financial risk 

Risk is inherent in the Group ' s activities but it is managed through a process of ongoing identification, 
measurement and monitoring, subject to risk limits and other controls. This process of risk management 
is critical to the Group ' s continuing profitability and each individual within the Group is accountable for 
the risk exposures relating to his or her responsibilities . 

The main risks arising from the Group's financial instruments are credit risk, liquidity risk and market 
risk. Market risk is divided into foreign currency risk, interest rate risk and equity price risk . No changes 
were made in the risk management objectives and policies during the years ended 3 I December 2020 and 
31 December 20 I 9. 

The Parent Company ' s board of directors is ultimately responsible to set out policies and strategies for 
management of risks . 

Categories of financial instruments 

Financial assets 
Financial assets at fair value through other comprehensive income 
Accounts receivable and other debit balances ( excluding advance 
payments to suppliers) 
Due from related parties 
Financial assets at fair value through profit or loss 
Term deposit 
Cash on hand and bank balances 

Financial liabilities 
Accounts payable and other credit balances ( excluding advance 
payments from customers) 
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2020 
KO 

10,788 

I 3,734,617 
1,384,216 
5,039,373 
1,000,000 
5,029,013 

8,805,864 

2019 
KO 

10,788 

11 ,973,576 
1,384, 167 
5,046,299 
1,000,000 
3,522,091 

7,138,985 
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29. CAPITAL AND FINANCIAL RISK MANAGEMENT (CONTINUED) 

Financial risk (Continued) 

The management of the Group reviews and approves policies for managing each of these risks which 
are summarised below: 

Credit risk 

Credit risk is the risk that a party to a financial instrument will fail to discharge its obligations causing to 
incur financial losses. 

The Group has policies and procedures in place to limit the amount of credit exposure to any counter 
party and to monitor the collection of the debit balances on an ongoing basis. The Group limits its credit 
risk with regard to bank balances by only dealing with high credit rating banks. In addition, debit 
balances are monitored on an ongoing basis . Accordingly, the Group's exposure to bad debts is 
insignificant. 

Maximum exposure to credit risk 
The Group's exposure to credit risk from the financial assets arises from default of the counterparty. 
Where financial instruments are recorded at fair value, it represents the current maximum credit risk 
exposure but not the maximum risk exposure that could arise in the future as a result of changes in the 
value. The maximum exposure to credit risk is the carrying amount of the financial assets, which is 
stated in the consolidated statement of financial position . 

Risk of impairment offinancial assets 
Financial assets exposed to impairment risk include "accounts receivable and other debit balances", "due 
from related parties", " term deposit" and " bank balances" . 

Accounts receivable and other debit balances 
The Group adopts the simplified approach in accordance with JFRS 9 to measure ECLs through using 
provision for EC Ls based on the period of ECLs for all accounts receivable. 

Accounts receivable are consolidated based on characterisations of the mutual credit risk and its 
maturity in order to measure the expected credit losses. Accordingly, the Group 's management be lieves 
that expected credit losses rates of accounts receivable represent a reasonable approximation of actual 
results of customer default in the subsequent periods. 

On this basis, the provision for impairment loss of trade receivables as at 3 I December 2020 and 3 I 
December 2019 has been determined as follows: 

31 December 2020: 

Ageing of receivables 

Less than 90 days 
90 to l 80 days 
180 to 365 days 
From 365 to 730 days 
More than 730 days 

Accounts receivable 
KO 

2, 147,273 
1,3 17,670 
1,686, 155 
1,367,216 
6,495,238 

13 ,013 ,552 
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Percentage of the 
expected default 

0.71 % 
1.95% 
3.17% 
3.35% 

38.13% 

Provision for 
impairment losses 

KD 

15 ,246 
25 ,695 
53 ,451 
45 ,802 

2,476,747 
2,616,941 



Specialities Grnup Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 3 I December 2020 

29. CAPITAL MANAGEMENT AND FINANCIAL RISK (CONTINU ED) 

Financial risk (Continued) 

Credit risk (Continued) 

Accounts receivables and other debit balances (Continued) 

31 December 2019: 
Percentage of the Provision for 

Ageing of receivables Accounts receivable exeected default imeairment losses 
KD KD 

Less than 90 days 2,712,74 1 0.71% 19,26 1 
90 to I 80 days 736,88 1 2.27% 16,727 
l 80 to 365 days 1,681 , 198 2.97% 49,932 
From 365 to 730 days 2,506,759 9.04% 226,611 
More than 73 0 days 4,946, 153 43.25% 2,139,215 

12,583 ,732 2,451 ,746 

Accounts rece ivable are written off when there is no reasonable expectation of recovery. Indicators 
include lack of a reasonab le expectation of recove,y, among other matters, e.g. the failure of the 
customer to subscribe to a payment plan with the Group and lack to make contractua l payments for more 
than 365 days except fo r the contractual retent ions. 

The Group continues to use both changes in delay period and likelihood of default as indicator for the 
s ignificant increase in credit risk. Fu1ther, the Group has reviewed the used methodologies and 
assumptions while taking impact of COVID-19 in to its consideration when introducing the forward 
looking informat ion. 

While other deb it balances and due from related parties are also subj ect to the requirements of credit loss 
in IFRS 9, the impairment loss is insignificant. 

Tenn deposit and bank balances 
Term depos it and bank balances are also subj ect to the requirements of credit losses in IFRS 9. Cash is 
placed with high credit rating financial insti tutions. Therefore, the Group's management be lieves that the 
impairment loss is ins ignificant. 

Credit risk exposure 
The carrying values for financial assets represent the maximum exposure to credit risks. The maximum 
net exposure to credit risk by class of assets at the reporting date is as follows: 

Accounts receivabl e and other debit balances (excluding 
advance payments to suppliers) 
Due from related parties 
Term deposit 
Bank balances 
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2020 
KD 

13,734,617 
1,384,216 
1,000,000 
4,948 ,677 

2 1,067,510 

2019 
KO 

11 ,973 ,576 
1,384, 167 
1,000,000 
3,382,930 

17,740,673 
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29. CAP IT AL MANAGEMENT AND FINANCIAL RISK (CONTINUED) 

Financial risk (Continued) 

Credit risk (Continued) 

Credit concentration risk 
Concentration arises when a number of coun terparties are engaged in s imilar business act ivities, or 
activities in the same geographic region, or have sim ilar economic features that would cause the ir abi li ty 
to meet contractual obligat ions to be simi larly affected by charge in economic, po litical or other 
conditions: Concentration indicates the re lative sensitiv ity of the Group 's performance to developments 
affecting in particular industry or geographical location. 

Ana lys is of the Group 's financial assets that are exposed to cred it ri sk by geograp hic segment is as 
fo llows: 

Geographical segment: 
State of Kuwa it 
Middle East 

Liquidity risk 

2020 
KD 

20,198,296 
869,2 14 

2 1,067,5 10 

2019 
KD 

16,782,683 
957,990 

17,740,673 

L iquid ity risk is the risk that the Group wi ll encounter difficulty in raising funds to meet commitments 
associated w ith financial instruments. 

T he risk is managed by the Group by ensuring that bank facilities are available and by monitoring on a 
regular basis that sufficient fu nds are available to meet future commitments. 

The fo llowing tab le summarises the maturi ties of the Group's undiscounted fi nancial li abilities as at 3 1 
December based on contractual payment dates and current market in terest rates . 

2020 

Accounts payable and other 
credit balances (excluding 
advance payments from 
customers) 

2019 

Accounts paya ble and other 
credit balances ( excluding 
advance payments from 
customers) 

Less than 3 
months 

KO 

2,364,299 
2,364,299 

Less than 3 
months 

KO 

5,00 1,853 

5,001 ,853 
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3 to 12 
months 

KD 

4,173 ,136 

4, 173 , 136 

3 to 12 
months 

KD 

1, 186,72 1 

1, 186,72 1 

More than 
one year 

KD 

2,268,429 
2,268 ,429 

More than 
one year 

KD 

950,4 11 

950,411 

Total 
KO 

8,805,864 

8,805 ,864 

Total 
KD 

7, 138,985 

7, 138,985 
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29. CAPITAL MANAGEMENT AND FINANCIAL RISK (CONTINUED) 

Financial risk (Continued) 

Market risk 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rate and 
equity price wi ll affect the Group's income or the value of its holdings of financial instruments. The 
objective of market ri sk management is to manage and control market risk exposures within acceptable 
parameters, whi le optimising the return . 

The Group's activities expose it primarily to the financial risks of changes in foreign currency exchange 
rate and equity price. 

(i) 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 currency exchange rates. 

The Group mainly operates in the Middle Eastern countries and is exposed to foreign currency rate risk 
arising from various foreign currency exposures, primarily with respect to US Dollar, SAR, AED, QR, 
Euro and OMR. The Group's consolidated statement of financial position can be significantly affected 
due to fluctuations in foreign currency exchange rates . To mitigate the Group's exposure to foreign 
currency risk, foreign currency cash flows are monitored. 

The Group's significant net exposure to foreign currency risk ansmg from the monetary asset 
denominated in foreign currencies less monetary liabilities at the reporting date, and which are 
translated into Kuwaiti Dinars as per the closing rates are as follows: 

Currencr 2020 2019 
KD KO 

USO 135,514 614,818 
SAR 4,157,984 4,098,946 
AED 19,579 (8,848) 
QR 699,077 741,378 
Euro 107,798 I 34,899 
OMR 74,462 65 ,123 

The following table demonstrates the sens1ttv1ty to a reasonably possible change in the foreign 
exchange rates used by the Group against the Kuwaiti Dinar. The effect of decrease in currency 1s 
expected to be equal and opposite to the effect of the increases shown below: 

Currenci: 2020 2019 
KO KD 

USO 6,776 30,741 
SAR 207,899 204,947 
AED 979 (442) 
QR 34,954 37,069 
Euro 5,390 6,745 
OMR 3,723 3,256 

Management believes that there is a limited risk of significant losses due to exchange rate fluctuations 
and consequently the Group does not hedge foreign currency risk exposure. 
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29. CAPITAL MANAGEMENT AND FINANCIAL RISK (CONTINUED) 

Financial risk (Continued) 

Market risk (Continued) 

(ii) Interest rate risk 
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in the 
market interest rate. The Group is not exposed to interest rate risk as the Company does not have any 
floating interest bearing assets and liabilities . 

(iii) Equity risk 
Equity price risk arises from the changes in fair values of equity investments. The Group manages this 
risk through diversification of investments in terms of geographical distribution and industry 
concentration. 

The following table demonstrates the s~nsitivity to a reasonably possible change in equity indices as a 
result of change in the fair value of these equity instruments, to which the Group had significant 
exposure as at the date of the consolidated financial statements. The effect of decreases in market prices 
is expected to be equal and opposite to the effect of the increases shown : 

Description 

Financial assets at fair value through profit or loss 

Description 

Financial assets at fair value through profit or loss 

30. FAIR VALUE MEASUREMENT 

Increase against 
equity price 

% 

5% 

Increase against 
equity price 

% 

5% 

2020 
Effect on the 

consolidated statement 
of profit or loss 

2019 

KD 

2,938 

Effect on the 
consolidated statement 

of profit or loss 
KD 

2,893 

The fair value represents the price that would be received to sell an asset or paid to transfer a liability in 
an orderly transaction between market participants at the measurement date In the opinion of the Group ' s 
management, the carrying values of the financial assets and liabilities as at 31 December 2020 and 2019 
are not significantly different from their carrying value. 

The following table provides an analysis of financial and non-financial instruments that are measured 
subsequent to initial recognition at fair value, Grouped into Levels I to 3 based on the degree to which 
the fair value is observable: 

Level I: lnputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
Group can access at the measurement date. 
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30. FAIR VALUE MEASUREMENT (CONTINUED) 

Level 2: Inputs other than quoted prices included within level I that are observable for the asset or 
liability, either direct ly or indirectly (inputs relating to prices). 

Level 3: inputs are those derived from valuation techniques that include inputs for the asset or liability 
that are not based on observable market data (unobservable inputs) . 

The level within which the financial assets are classified is determined based on the lowest leve l of 
s ignificant input to the fair value measurement. 

The assets measured at fair value in the consolidated statement of financial position are grouped into the 
fair value hierarchy as follows: 

2020 

Financial assets: 
Financial assets at fair value through 
other comprehensive income 
Financial assets at fair value through 
profit or loss 
Non-financial assets: 
Investment properties 

2019 

Financial assets: 
Financial assets at fair value through 
other comprehensive income 
Financial assets at fair value through 
profit or loss 
Non-financial assets: 
I nvcstment properties 

Level 1 
KD 

58,761 

Level 1 
KO 

57,854 

Lcvel2 
KO 

10,788 

1,467,000 

Level 2 
KD 

I 0,788 

1,467,000 

Fair value recorded in the consolidated statement offinancial position 

Level3 
KO 

4,980,612 

Level 3 
KO 

4,988,445 

592,000 

Total 
KD 

10,788 

5,039,373 

1,467,000 

Total 
KO 

10,788 

5,046,299 

2,059,000 

In accordance with the requirements of lFRSs, the Group presents certain information about financial 
instruments measured at fair value in the consolidated statement of financial position. 

The following table presents financial assets and liabilities measured at fair value in the consolidated 
statement of financial position in accordance with the fair value hierarchy, where the hierarchy classifies 
the financial assets and liabilities to three levels based on the importance of the inputs used in 
measurement of the fair value of the financial assets and I iabil ities. 

The hierarchy levels of fair value are set out below: 
• Level I : quoted prices (unadjusted) in active markets for identical assets or liabilities; 
• Level 2: Inputs other than quoted prices included within leve l I that are observable for the assets or 

liabi lities, either directly (as prices) or indirectly (inputs relating to prices). 

• Level 3: inputs for assets and liabilities that are not based on observable market information 
( unobservable inputs) . 

The level within which financial assets and liabilities are c lassified is determined based on the lowest 
level of significant inputs which led to the measurement of the fair value. 
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30. FAIR VALUE MEASUREMENT (CONTINUED) 

Jf one or more of the significant inputs is not based on observable market data, the instrument is included 
in leve l 3 . Valuation of unquoted equity investments classified under level 3 is normally based on price 
to book value technique, dividend yield method and external valuations. 

The fair value of financial assets and liabilities are categorised under level 3 below by using recognised 
valuation technique such as discounted cash flows. 

The table below gives information about how the fair values of the financial assets at fair value through 
other comprehensive income and :financial assets at fair value through profit or loss are determined: 

Fair value Valuation Significant Relationship of 
As at 31 December Fair val ue techniques unobservable unobservable 

Financial assets 2020 2019 level and key inputs in~uts inputs to fair value 
KD KD 

1:inancial assets at/air 
value through other 
comprehensive income 

T he hi gher the 

Market market price. the 
Unquoted securities 10.788 10.788 Two comparative Market price higher the lair value 

l~inancial assets at .fair 
value through profit or 
loss: 
Quoted securities 58 ,761 57,854 One Last bid price N il Nil 

Discounted 
Cash Flow Discount ra te The higher the 
method and growth discount rate. the 

Unq uoted securities 4,980,612 4.988,445 Th ree ("DCT"') rate lower the fair value 

Reconciliation of Level 3 fair value measurements of assets is as follows : 

2020 
l January 2020 
Unrealised Loss 
3 I December 2020 

2019 
I January 2019 
Additions 
Unrealised Loss 
3 I December 2019 
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Financial assets at fair 
value through profit or 

loss 
KD 

4,988,445 
(7,833) 

4,980,612 

Financial assets at fair 
value through profit or 

loss 
KD 

4,649,932 
353 ,512 
(14,999) 

4,988,445 



Specialities Group Holding Company K.S.C.P. and its Subsidiaries 
State of Kuwait 

Notes to the Consolidated Financial Statements 
For the financial year ended 31 December 2020 

30. FAIR VALUE MEASUREMENT (CONTINUED) 

2020 
I January 2020 
Disposals 
3 I December 2020 

2019 
I January 2019 
Change in fa ir value of investment properties 
Foreign currency translation adjustments 
31 December 2019 

31. LEGAL CLAIMS 

Investment properties 
KO 

592,000 
(592,000) 

Investment properties 
KD 

533,888 
58,1 18 

(6) 
592,000 

T he Group has legal c la ims represented in legal c la ims filed by the Group against third patties and by 
third parties against the Group. lt is not possible to estimate the results that will arise from these legal 
c la ims until they are ruled by courts. In the opinion of the legal counsel and Group's management, these 
claims wi ll not have material adverse impact on the consolidated financial statements of the Group. 
Accordingly, the Group did not make any additional provisions fo r these lawsuits because there are 
enough provisions for them as at the elate of the accompanying consolidated financ ia l statements. 

32. SIGNIFICANT EVENTS 

Spread of the novel coronavirus led to an impact on the economic environment globally and locally, 
which led to the Group's exposure to various risks s ince epidemic outbreak. 

T he Group has performed an assessment of COVID-19 in accordance of the avai lab le guidance which 
has resulted in the following: 

Valuation estimates and judgments 
T he Group has a lso considered potential impact of the current economic volatility in determination of 
va lue of the stated financial and non-financ ial assets and these are considered by the Group's 
management as best assessment based on availab le information or at market prices. However, they 
remain volatile and the recorded amounts remain sensitive to market fluctuati ons. 

Going concern concept 
The Group has performed an assessment of whether there is a going concern in light of current economic 
conditions and a ll available information about risks and future uncerta inties . The projections have been 
prepared covering the Group 's future performance, capital and liquidity using the estimates of cash. 
Despite of the ever-growing impact of COVID- 19, the current expectations indicate that the Group has 
sufficient resources to continue in its operationa l existence and its goi ng concern position remains 
largely unaffected and unchanged s ince 31 December 2020. As a result, the consolidated financ ia l 
statements have been appropriately prepared on a going concern bas is. 

Subsequent events 
G iven the uncerta inty of the extent and duration of coronavirus outbreak, the implications of the 
coronavirus on the Group fo r conditions that may ari se after the year cannot be reasonably quantified at 
the date of issuance of the consolidated financ ia l statements . 
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