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Kuwait

INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Consolidated Financial Statements

Opinion

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 2022, 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, 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 2022, 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 Opinion

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 opinion.

Emphasis of Matter
Without qualifying our opinion, we draw attention to (Note 8) to the consolidated financial statements, with respect to the
movement on the balance of the investment in associates.

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.

We determined the below matters as key audit matters being reported in our report.

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

To the Shareholders of Specialities Group Holding Company K.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

How our Audit Addressed such Matters

The Group has a material balance of accounts
receivable and other debit balances represent 30% of
the total assets, and there are risks related to the
recovery of the past due amounts. Due to the nature of
the significant judgments related to the calculation of
expected credit losses, this is further hightened by the
high degree of estimation uncertainty. The recogition
of the ECL under IFRS 9 is considered a complex
accounting policy which require considerable
judgment in its implementation. ECL is dependent on
management’s judgment in assessing significant
increase in credit risk, due to the materiality of the
accounts receivable and other debit balances, and the
realted significant judgments related to the calculation
of expected credit losses, we addressed this as a key
audit 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 10 and Note 30) to the consolidated
financial statements for the related disclosures.

Valuation of investment secutiries

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

Our audit procedures included assessing the design and
implementation of controls over, inputs and assumptions
used by the Group in developing the models, its
governance and review controls performed by the
management in determining the adequacy of credit losses.

We have reviewed the aging of trade receivables.

We have reviewed the expected credit losses model 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, and the
expected credit losses disclosures (Note 10 and Note 30) to
the consolidated financial statements.

How our Audit Addressed such Matters

The Group has unquoted financial assets at fair value
through other comprehensive income and unquoted
financial assets at fair value through profit or loss,
which are measured at fair value using market data and
unobservable significant inputs of total amount KD
5,098,701 represent assets of level 3. These assets are
significant in the context of the Group’s consolidated
financial position and results.

Given the size and complexity of the valuation of
unquoted investments, and the importance of the
disclosures relating to the assumptions used in the
valuations, as it is highly 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,we addressed this as a key audit
matter.

Refer to (Note 9, Note 14 and Note 31) to the
consolidated financial statements for the related
disclosures.

Audit procedures performed by us based on sampling basis
included carrying out the following procedures and other
matters:

2

We have tested the source data and applied techniques used
in the valuations, to the extent possible, to evaluates the
applied techniques and multiples used for valuation of
unquoted financial assets at fair value through other
comprehensive income and unquoted financial assets at fair
value through profit or loss. As part of our audit, we have
used our valuation experts to help in the valuation of the
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.

We assessed the adequacy and appropriateness of the fair
value disclosures in (Note 9, Note 14 and Note 31) to the
consolidated financial statements, particularly
completeness and accuracy of assets of level 3 and their
related sensitivity.

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

independent member firms.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

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

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

Key Audit Matters (Continued)

Valuation of investment properties How our Audit Addressed such Matters

Investment properties as at 31 December 2022 by an Audit procedures performed by us included carrying out the
amount of KD 6,250,000 a significant part of the following procedures and other matters:

Group’s total assets. The fair value determination of

investment propoerties depend highly on jugements e  We have reviewed the valuation reports issued by the
and estimates. we addressed this as a key audit matter. accredited valuers.

The Group’s policy is to make fair value of the
investment propoerties once a year through a credit
valuers. These valuations are based on some principal
assumptions such as estimated rental income, discount
rates, occupancy rates, and market knowledge.

e  We assessed the adequacy and appropriateness of the fair
value disclosures in (Note 7 and Note 31) to the
consolidated financial statements.

For the purpose of estimating the fair value of
investment properties, valuers had used sales
comparison  valuation technique taking into
consederation the nature and use of the investment
properties.

Refer to (Note 7 and Note 31) to the consolidated
financial statements for the related disclosures.

Other Information Included in the Group’s Annual Report for year 2022
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 2022, 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.

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.
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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

Our objectives are to obtain reasonablc assurancc 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:

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

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

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

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

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

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

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

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

Among the matters communicated with Those Charged with Governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current year and are therefore considered as a key audit
matter. We disclosed these matters in 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,. We further report that we obtained all the information and explanations that we
required for the purpose of our audit and that the consolidated financial statements incorporate all information that is required by
the Companies” Law No. 1 of 2016, its executive regulations, as amended, and by the Parent Company’s Memorandum of
Incorporation and Articles of Association, as amended, that an inventory was duly carried out and that, to the best of our
knowledge and belief, no violations of the Companies’ Law No. 1 of 2016, and its executive regulations, as amended, and by
Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, have occutred during the financial
year ended 31 December 2022 that might have had a material effect on the business of the Parent Company or its financial
position.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

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

Report on Other Legal and Regulatory Requirements (Continued)

Furthermore, in our opinion, we report that nothing has come to our attention indicating any material violations during the
financial year ended 31 December 2022 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.

L

Faisal Sager Al Saqer
License No. 172 "A"
BDO Al Nisf & Partners

Kuwait: 16 February 2023
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Specialities Group Holding Company K.S.C.P. and its Subsidiaries
State of Kuwait

Consolidated Statement of Financial Position
As at 31 December 2022

2022 2021
Notes KD KD
Assets
Non-current assets
Property, plant and equipment 5 8,576,310 2,720,464
Intangible assets 6 36,600 107,046
Investment properties 7 6,250,000 1,467,000
Investment in associates 8 1,486,993 4,361,078
Financial assets at fair value through other comprehensive income 9 2,486,950 2,407,086
Accounts receivable and other debit balances 10 2,947,524 3,091,465
21,784,377 14,154,139
Current assets
Inventories 11 2,678,955 1,860,562
Trading properties 12 782,176 1,024,442
Accounts receivable and other debit balances 10 10,623,220 13,607,929
Due from related parties 13 - 1,384,216
Financial assets at fair value through profit or loss 14 2,712,403 2,737,880
Term deposits 15 2,800,000 2,500,000
Banks balances and cash 16 3,456,760 1,835,231
23,053,514 24,950,260
Assets classified as held for sale 17 594,028 1,627,319
23,647,542 26,577,579
Total assets 45,431,919 40,731,718
Equity and liabilities
Equity
Share Capital 18 16,995,000 16,500,000
Share premium 12,620,790 12,620,790
Statutory reserve 19 644,151 422,109
Voluntary reserve 20 422,109 422,109
Other components of equity 22 1,139,091 1,239,233
Treasury shares 23 (2,418,587) (2,418,587)
Retained earnings 1,905,690 1,638,986
Equity attributable to the Shareholders of the Parent Company 31,308,244 30,424,640
Non-controlling interests ~ 278,876 535,470
Total equity 31,587,120 30,960,110
Liabilities
Non-current liabilities
Provision for employees’ end of service indemnity 24 792,396 728,004
Accounts payable and other credit balances 25 2,491,868 2,376,575
3,284,264 3,104,579
Current liabilities
Murabaha payable 7,246,653 1,268,000
Accounts payable and other credit balances 25 3,313,882 5,399,029
10,560,535 6,667,029
Total liabilities 13,844,799 9,771,608
Total equity and liabilities 45,431,919 40,731,718
The accompanying niytes on pages 11 to 62 form an integral part of these consolidated financial afements.
. N
Mr. Ziad Abdullhh Abdulaziz A-Omar Mr. Mubgarak Woqgayan Al-Woqayan
Chairman Chief Executive 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 2022

Continuing operations
Revenues

Cost of revenue

Gross profit

Other income

Reversal of provision / (provision) for expected credit losses
Provision for obsolete and slow moving inventory
Depreciation and amortisation

Staff costs

General and administrative expenses

Selling and distribution expenses

Operating profit

Gain on sale of property, plant and equipment

Gain on sale of intangible assets

Change in fair value of investment properties

Share of results from associates

Impairment losses on an associate

Amortisation of trading properties to net realisable value

Unrealised gain on financial assets at fair value through profit or loss
Realised gain from sale of financial assets at fair value through profit
or loss

Interest income

Net foreign currencies exchange

Profit for the year from continued operations before deductions
National Labour Support Tax

Kuwait Foundation for the Advancement of Sciences (KFAS)
Contribution to Zakat

Board of Directors’ remuneration

Profit for the year from continuing operations

Discontinued operations

(Loss) / profit for the year from discontinued operations

Profit for the year

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

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

Basic and diluted (loss) / earnings per share from the discontinued
operations attributable to the Shareholders of the Parent Company
Basic and diluted earnings per share attributable to Shareholders of the
Parent Company

Notes

26

11

00 e~ N W

[
(3]

21

17

27

27

27

2022 2021

KD KD
10,330,590 21,242,134
(8,064,510) (17,171,438)
2,266,080 4,070,696
160,578 281,970
297,807 (92,837)
(538,345) (8,791)
(84,277) (1,274,620)
(1,057,628) (1,037,209)
(638,089) (536,404)
(50,643) (24,037)
355,483 1,378,768
108,165 N
583,002 .
4,783,000 -
(108,611) (140,884)
(2,800,156) ’
(167,966) (25,229)
15,590 82,883
2,381 .
49,046 26,675
152,951 24,193
2,972,885 1,346,406
(48,738) (28,167)
(19,755) (11,946)
(19,495) (11,267)
(50,000) (20,000)
2,834,897 1,275,026
(805,585) 198,665
2,029,312 1,473,691
2,057,016 1,255,976
(27,704) 217,715
2,029,312 1,473,691
17.67 6.57
(4.94) 1.20
12.72 7.77

The accompanying notes on pages 11 to 62 form an integral part of these consolidated financial statements.



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 31 December 2022

2022 2021
KD KD

Profit for the year 2,029,312 1,473,691
Other comprehensive income / (loss)
Items that may be reclassified subsequently to the consolidated statement of
profit or loss:
Differences of foreign currencies translation 57,060 (24,187)
Items that will not be reclassified subsequently to the consolidated statement of
profit or loss:
Changes in fair value of financial assets at fair value through other
comprehensive income 25,585 11,922
Other comprehensive income / (loss) 82,645 (12,265)
Total comprehensive income for the year 2,111,957 1,461,426
Attributable to:
The Parent Company’s Shareholders 2,135,114 1,244,202
Non-controlling interests (23,157) 217,224

2,111,957 1,461,426
Attributable to:
Continued operations 2,135,114 1,218,926
Discontinued operations (23,157) 242,500

2,111,957 1,461,426

The accompanying notes on pages 11 to 62 form an integral part of these consolidated financial statements.



"STUQWIS]E}S [BIOURUILJ PAIBPI[OSU0d asat] Jo 1red [eidajur ue uwoy zg o1 11 saSed uo sojou Surluedurosse oy,

0TI°L8STE 9L8'8LT YPZ30€°T¢€ 069°606°T (L8S°81¥T) 160°6€1°T 601°CCY IST9H9 06L°0T9°C1 00056691
= - # STH°ST - (C1t°50) % - = -

(688°88) (688°83) = - 2 - - o - -

# = = (zv0°CTD) * x e Tho'Tee = =

= r - (000°s61) - - ’ = - 000°s6t
(589°860°1) - (689°860°1) (689°860°1) 4 & . - - -
LSETTTT (Ls1°€7) FITGETT 910°L50°T = 860°SL . : . o

Sv9°T8 LYSY 860°8L - - 860°8L 2 S - -
TIE620°T OLLD) 910°LS0°C 910°LS0T - - = . = =

(eL€L6T) (8yStv1) (sT8TST) - - ) (st8°cet) - . . =
011°096°0¢ 0LP'SES 0Y9°¥TH0E 986°8€9°1 (L86°81+T €€T6ETT 601°CTTY 601°CTh 06L°029°CT 000°005°91
01T°096°0€ OLY SES 0v9TH0¢ 986°3€9°T (L8881 €ET6ETT 601°TTh 601°TT 06L°029°CI 000°005°91
= - - ST - (S1¥°¢T) 2 = - =

- E 2 (FSS0LT) 5 - LLTGET LLTSET = -

9TH 19F°1 YTTLIT 0TYT1 9L6°$ST°1 = (FLLTT) - < = 2

(69Z7T1) (16%) (FLLTT) = - LLTT) - E = =

169°CLHT SILLIT 9L6°6ST°1 9L6°SST 1 - - - : - =
¥89°861°67 9vT'81¢ 8EH°081°6T 611°829 (L8S°81¥°T) TTYOLTT 7£8°98T 7€8°98¢ 06L029°C1 00000591

al Tl ad a a1 I Tt a a1 T
Ajnba $1S3.193Ul Agedwo) sgutured SaIEBYS (ZZz aI0N) JAIISAX JAIISAI [T ERGH [ended
[e10L urjonyuod juaied 3yj jo pouIe)dY AInseaa], £ynbas yo Krejunjo A L10ymyelg ER 141 (N ieys
~UON sIIp[oYdIeYS sjuauodwod
g} 0} »BYPO
s[qEIngLnE
Lmmbyg

7707 12quIdA( [¢ I8 sk dueeg
(7T 210N) 2A13801

UOTJEN[BAS] 0} SJuaWIsSn(py
1seIajul

SUI[[01UOI-TUOU 0] SPUSPIAI(]
9AIOS21 AT0IMIR]S 0] J9JSURL],

(17 20N 218ys snuog

(12 210N) SPU=PpIAIp Yse)

T80k oy 105 (SS07)

/ QWOOUT SAISUSY2IdWOD [BI0],
Ieak o)

10 2WIOOUT 2AISULYRIdWwod 1310
Ieak ot 103 (SS0f) / 1yoI1d
Krerpisqns ® JO 1esodsIp Jo 19911
2207 Adenuer [ 1€ se duseqg

1207 13quIada( I 1 se saue[eq
(77 210N) 9A19531

uonEn[eAal 0} sjusunsnpy
SOAISSII 0] I9JSURI],

Jea4 91 J0J Wodur

/ (ssop) aarsuayaiduwods [e10],

IBIA

a1 JOJ $SO[ JAISUSYIdWOD IO
Ieak oy} 107 1JOI]

1207 Atenueg | je se due[eg

7707 I2qUIad3(J ] € PepUS IedA [RIOUBRULJ 9] JOJ
LAymbrq ur saSuey) Jo yuomal B PIJBPI[OSTOD)

IR JO 9¥1S

soLIBIpIsqnS s pue *g°D'S) Luedwo)) Suipjoy dnors) sapierads



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

State of Kuwait

Consolidated Statement of Cash Flows
For the financial year ended 31 December 2022

Cash flows generated from operating activities
Profit for the year from continuing operations
(Loss) / profit for the year from discontinued operations

Adjustments:

Depreciation

Amortisation

Gain on sale of property, plant and equipment

Gain on sale of intangible assets

Change in fair value of investment properties

Provision for obsolete and slow moving inventory

Share of results from associates

Impairment losses on an associate

Amortisation of trading properties to net realisable value

(Reversal of provision) / provision for expected credit losses
Unrealised gain on financial assets at fair value through profit or loss
Realised gain from sale of financial assets at fair value through profit or loss
Loss / (profit) for the year from discontinued operations

Loss from disposal of a subsidiary

Interest income

Net foreign currencies exchange

Provision for employees’ end of service indemnity

Changes in operating assets and liabilities

Accounts receivable and other debit balances

Inventories

Trading properties

Assets classified as held for sale

Due from related parties

Accounts payable and other credit balances

Cash flows generated from / (used in) operations

Payment of employees’ end of service indemnity

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

Cash flows from investing activities

Proceed from a disposal of a subsidiary

Paid to purchase of property, plant and equipment
Proceed from sale of property, plant and equipment
Proceeds from sale of intangible assets

Paid to purchase financial assets at fair value through other comprehensive income

Proceeds from sale of financial assets at fair value through profit or loss
Term deposits

Interest income received

Net cash flows used in investing activities

Cash flows from financing activities

Net movement on Murabaha payable

Cash dividends paid

Dividends paid to non-controlling interest

Net cash flows generated from financing activities

Net increase / (decrease) in banks balances and cash
Foreign currencies translation adjustments

Banks balances and cash at the beginning of the year
Banks balances and cash at the end of the year

Notes

17

e - NN

17
17

24

17

24

17

w

16

2022 2021
KD KD
2,834,897 1,275,026
(805,585) 198,665
297,699 139,659
23,448 1,202,703
(108,165) -
(583,002) :
(4,783,000) -
538,345 8,791
108,611 140,884
2,800,156 -
167,966 25,229
(297,807) 92,837
(15,590) (82,883)
(2,381) ;
771,922 (198,665)
33,663 -
(49,046) (26,675)
(152,951) (24,193)
164,361 120,385
943,541 2,871,763
2,355,496 (1,944,700)
(1,776,419) 334,204
74,300 167,403
421,369 (2,733)
1,164,426 -
(857,057) (2,879,934)
2,325,656 (1,453,997)
(99,969) (96,198)
2,225,687 (1,550,195)
846,934 -
(6,901,147) (1,422,531)
220,000 .
630,000 ;
(54,279) -
43,448 .
(300,000) (1,500,000)
49,046 26,675

(5,465,998)

(2,895,856)

5,978,653 1,268,000
(1,050,302) -
(88,889) -
4,339,462 1,268,000
1,599,151 (3,178,051)
22,378 (15,731)
1,835,231 5,029,013
3,456,760 1,835,231

The accompanying notes on pages 11 to 62 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 31 December 2022

1.

1.1

INCORPORATION AND ACTIVITIES

Specialities Group Holding Company K.S.C.P. (“the Parent Company”) was initially incorporated as a
Kuwaiti Limited Liability Company on 1 October 1988. In 2006, the Parent Company changed its legal
form from a Kuwaiti Limited Liability Company to a Kuwaiti Public Shareholding 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 Incorporation accordingly. The Parent Company
is listed on Boursa Kuwait.

The main activities for which the Parent Company was incorporated are as follows:

1. Owning stocks or shares in Kuwaiti or non-Kuwaiti shareholding companies and shares in Kuwaiti
or 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. Granting loans to the companies in which the Parent 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 industrial equities such as patents, industrial trade-marks, royalties, or any other related
rights, and franchising them to other companies or using them inside or outside the State of Kuwait.

4. Owning movables and real estate required to achieve its activities according to applicable laws.

. Utilisation of the financial surpluses available through investing the same in investment portfolios

managed by specialised companies.

W

The Group comprises the Parent Company and its subsidiaries (together referred to as “the Group”).
Details of the subsidiaries are set out in (Note 3.1).

In accordance with decision of the Extraordinary General Assembly Meeting held on 6 April 2022, the
Parent Company’s share capital increase from KD 16,500,000 to KD 16,995,000 was approved (Note
18). Such increase amounted to KD 495,000 through bonus shares of 4,950,000 shares at 100 Kuwaiti
Fils per share. Such shares represent the bonus shares that will be allocated to the Shareholders
registered in the Parent Company’s records. This has been registered in the Commercial Register No.
5202 dated 30 May 2022.

The Parent Company’s registered address is at Amgarah Industrial Area, Block (4), Plot 173, P.O. Box
23595, Safat 13096, State of Kuwait.

The consolidated financial statements were authorised for issuance by the Parent Company’s Board of
Directors on 16 February 2023 and are subject to approval of the Shareholders” General Assembly. The
Shareholders of the Parent Company have the power to amend these consolidated financial statements
after issuance at the Shareholders’ Annual General Assembly.

Basis of preparation
The consolidated financial statements have been prepared under the historical cost convention except for
investment properties, financial assets at fair value through other comprehensive income and financial

assets at fair value through profit or loss that are measured at fair value.

These consolidated financial statements have been presented in Kuwaiti Dinars (“KD”), which is the
functional and presentation currency of the Group.
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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 2022

1.

1.2

INCORPORATION AND ACTIVITIES (CONTINUED)
Statement of compliance

The Group’s consolidated financial statements have been prepared in accordance with the International
Financial Reporting Standards (“IFRSs”) as issued by the International Accounting Standards Board
(“IASB”) and requirements of the Companies’ Law No. 1 of 2016 and its Executive Regulations, as
amended.

The preparation of consolidated financial statements in compliance with adopted IFRS requires the use
of certain critical accounting estimates. It also requires the Group’s management to exercise judgment in
applying the Group’s accounting policies. The areas of significant estimates and assumptions made in
preparing the consolidated financial statements and their effect are disclosed in (Note 4).

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

New standards, interpretations, and amendments effective from 1 January 2022

The accounting policies adopted in the preparation of the consolidated financial statements are consistent
with those followed in the preparation of the Group’s annual consolidated financial statements for the
year ended 31 December 2021, except for the adoption of new standards effective as of 1 January 2022.
The Group has not early adopted any standard, interpretation or amendment that has been issued but is
not yet effective.

Several amendments apply for the first time in 2022, but do not have an impact on the consolidated
financial statements of the Group.

Amendments to IAS 37: Onerous Contracts — Costs of Fulfilling a Contract

An onerous contract is a contract under which the unavoidable costs (i.e., the costs that the Group cannot
avoid because it has the contract) of meeting the obligations under the contract exceed the economic
benefits expected to be received under it.

The amendments specify that when assessing whether a contract is onerous or loss-making, an entity
needs to include costs that relate directly to a contract to provide goods or services include both
incremental costs (e.g., the costs of direct labour and materials) and an allocation of costs directly related
to contract activities (e.g., depreciation of equipment used to fulfil the contract as well as costs of
contract management and supervision). General and administrative costs do not relate directly to a
contract and are excluded unless they are explicitly chargeable to the counterparty under the contract.

The Group applied the amendments to the contracts for which it had not fulfilled all its obligations at the
beginning of the reporting period.

Prior to the application of the amendments, the Group had not identified any contracts as being onerous
as the unavoidable costs under the contracts, which were the costs of fulfilling them, comprised only
incremental costs directly related to the contracts. As a result of the amendments, certain other directly
related costs have been included by the Group in determining the costs of fulfilling the contracts. The
Group has therefore recognised an onerous contract provision, which remained unchanged as of 31
Decemebr 2022 as the Group had not yet fulfilled its obligations under the contract.

In accordance with the transitional provisions, the Group applies the amendments to contracts for which
it has not yet fulfilled all its obligations at the beginning of the annual reporting period in which it first
applies the amendments (the date of initial application) and has not restated its comparative information.
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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 2022

2.

a)

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

New standards, interpretations, and amendments effective from 1 January 2022 (Continued)
Reference to the Conceptual Framework — Amendments to IFRS 3

The amendments replace a reference to a previous version of the IASB’s Conceptual Framework with a
reference to the current version issued in March 2018 without significantly changing its requirements.

The amendments add an exception to the recognition principle of IFRS 3 Business Combinations to
avoid the issue of potential ‘day 2’ gains or losses arising for liabilities and contingent liabilities that
would be within the scope of IAS 37 Provisions, Contingent Liabilities and Contingent Assets or IFRIC
21 Levies, if incurred separately. The exception requires entities to apply the criteria in IAS 37 or IFRIC
21, respectively, instead of the Conceptual Framework, to determine whether a present obligation exists
at the acquisition date.

The amendments also add a new paragraph to IFRS 3 to clarify that contingent assets do not qualify for
recognition at the acquisition date.

In accordance with the transitional provisions, the Group applies the amendments prospectively, i.e., to
business combinations occurring after the beginning of the annual reporting period in which it first
applies the amendments (the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as there were no
contingent assets, liabilities or contingent liabilities within the scope of these amendments that arose
during the year.

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

The amendment prohibits entities from deducting from the cost of an item of property, plant and
equipment, any proceeds of the sale of items produced while bringing that asset to the location and
condition necessary for it to be capable of operating in the manner intended by management. Instead, an
entity recognises the proceeds from selling such items, and the costs of producing those items, in profit
or loss.

In accordance with the transitional provisions, the Group applies the amendments retrospectively only to
items of PP&E made available for use on or after the beginning of the earliest period presented when the
entity first applies the amendment (the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as there were no
sales of such items produced by property, plant and equipment made available for use on or after the
beginning of the earliest period presented.

IFRS 1 First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time
adopter

The amendment permits a subsidiary that elects to apply paragraph D16(a) of IFRS 1 to measure
cumulative translation differences using the amounts reported in the Parent Company’s consolidated
financial statements, based on the Parent Company’s date of transition to IFRS, if no adjustments were
made for consolidation procedures and for the effects of the business combination in which the Parent
Company acquired the subsidiary. This amendment is also applied to an associate or joint venture that
elects to apply paragraph D16(a) of IFRS 1.

These amendments had no impact on the consolidated financial statements of the Group as it is not a first
time adopter.
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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 2022

2.

a)

b)

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

New standards, interpretations, and amendments effective from 1 January 2022 (Continued)

1FRS 9 Financial Instruments — Iees in the '10 per cent’ test for derecognition of financial liabilities
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or
modified financial liability are substantially different from the terms of the original financial liability.
These fees include only those paid or received between the borrower and the lender, including fees paid
or received by either the borrower or lender on the other’s behalf. There is no similar amendment
proposed for IAS 39 Financial Instruments: Recognition and Measurement.

In accordance with the transitional provisions, the Group applies the amendment to financial liabilities
that are modified or exchanged on or after the beginning of the annual reporting period in which the
entity first applies the amendment (the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as there were no
modifications of the Group’s financial instruments during the year.

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

These amendments had no impact on the consolidated financial statements of the Group as it did not
have assets in scope of IAS 41 as at the reporting date.

Standards and interpretations 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 annual periods beginning on or after 1 January 2023 and replaces
IFRS 4 - Insurance Contracts. The new standard applies to all 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. A few scope exceptions will apply. The overall objective of IFRS 17
is to provide an accounting model for insurance contracts that is more useful and consistent for insurers.
In contrast to the requirements in IFRS 4, which are largely based on grandfathering previous local
accounting policies, IFRS 17 provides a comprehensive model for insurance contracts, covering all
relevant accounting aspects. The core of IFRS 17 is the general model, supplemented by:

e A specific adaptation for contracts with direct participation features (Variable fee approach).

e A simplified approach (premium allocation approach) mainly for short duration contracts.

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

This standard is not expected to have any impact to the Group’s consolidated financial statements.
Amendments to IAS 1: Classification of Liabilities as Current or Non-current

On 23 January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the
requirements for classifying liabilities as current or non-current. The amendments clarify:
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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 2022

2.

b)

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

Standards and interpretations issued but not yet effective (Continued)

Amendments to IAS 1: Classification of Liabilities as Current or Non-current (Continued)

e  What is meant by a right to defer settlement.

o That aright to defer must exist at the end of the reporting period.

¢ That classification is unaffected by the likelihood that an entity will exercise its deferral right.

¢ That only if an embedded derivative in a convertible liability is itself an equity instrument would
the terms of a liability not impact its classification.

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

Annual Improvements to IFRS Standards 2018-2020 cycles

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

IFRS 16 Leases. Lease incentives

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

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

Definition of Accounting Estimates - Amendments to IAS 8

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

The amendments are effective for annual reporting periods beginning on or after 1 January 2023 and
apply to changes in accounting policies and changes in accounting estimates that occur on or after the
start of that period. Earlier application is permitted as long as this fact is disclosed.

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

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

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

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

The Group is currently assessing the impact of the amendments to determine the impact they will have
on the Group’s accounting policy disclosures.
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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 2022

3.

3.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of consolidation

The consolidated financial statements comprise of the Parent Company and its subsidiaries drawn up to
31 December 2022. Where the Parent Company has control over an investee, it is classified as a
subsidiary. The Group controls an investee if all three of the following elements are present: power over
the investee, exposure to variable returns from the investee, and the ability of the investor to use its
power to affect those variable returns. Control is reassessed whenever facts and circumstances indicate
that there may be a change in any of these elements of control.

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

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

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

including:

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

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

e Other contractual arrangements

¢ Historic patterns in voting attendance.

The consolidated financial statements incorporate the results of business combinations using the
acquisition method. In the consolidated statement of financial position, the acquiree’s identifiable assets,
liabilities and contingent liabilities are initially recognised at their fair values at the acquisition date. The
results of acquired operations are included in the consolidated statement of profit or loss from the date on
which control is obtained. They are deconsolidated from the date on which control ceases.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the non-controlling interest, even if this results in the non-
controlling interest having a deficit balance. When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies into line with the Group’s accounting policy.
The consolidated financial statements present the results of the Parent Company and its subsidiaries as if
they are formed a single entity. All intra-group assets and liabilities, equity, income, expenses and cash
flows relating to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:

Derecognises the assets (including goodwill) and liabilities of the subsidiary;

Derecognises the carrying amount of any non-controlling interests.

Derecognises the cumulative translation differences recorded in equity.

Recognises the fair value of the consideration received.

Recognises the fair value of any investment retained;

Recognises any surplus or deficit in profit or loss.

Reclassifies the Parent Company’s share of components previously recognised in other
comprehensive income to consolidated statement of profit or loss or retained earnings, as appropriate,
as would be required if the Group had directly disposed of the related assets or liabilities.
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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 2022

3.

3.1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation (Continued)

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

Name of subsidiary

Specialities Construction
General Trading and
Contracting W.L.L. *
Specialities Real Estate
Company W.L.L. *

Specialities Energy
Company W.L.L. *

Alghanim Specialities
Company W.L.L. *
Specialities Kumex for
General Trading and
Contracting Company
W.L.L. *

Specialities Real Estate
Company W.L.L. **

Specialities Energy
Company W.L.L.
Specialities Gulf Building
Company W.L.L.

Gulf Specialized Limited
Company W.L.L.
Towell and Specialities
Real Estate Company
W.L.L.

Specialities Factory for
Building Chemicals
W.L.L. (Note 17)

Intelligent Services
Company K.S.C. (Closed)
Advanced Group Center
For Furniture W.L.L. ***

Country of Equity interest
incorporation (%) Principal activities
2022 2021
State of Construction and contracting
Kuwait 99% 99% activities
State of
Kuwait 99% 99% Real estate activities
Trading in petrol devices and
State of equipment and excavation and
Kuwait 99% 99% maintenance of oil wells
State of Production of diversified
Kuwait 99% 99% construction materials
State of General Trading and
Kuwait 99% 99% Contracting
Kingdom of
Saudi Arabia 99% 99% Real estate activities
Oil & gas activities and
Kingdom of maintenance and operation of
Saudi Arabia 73% 73% oil wells
Kingdom of
Saudi Arabia 80% 80% Manufacturing and construction
Kingdom of Real estate and contracting
Saudi Arabia 50% 50% activities
Sultanate of
Oman 70% 70% Real estate activities
Manufacturing of cement
State of materials, concrete materials
Qatar - 80% and construction materials
Develop computer systems and
software, and localization
State of systems for computer and
Kuwait 99% 99% peripherals
State of
Kuwait 90% 90% Furpiture & furnishings

* The effective ownership interest of the Group in these subsidiaries is 100%. Certain shares / units
attributable to some subsidiaries have been registered under the names of other parties who hold these
shares / units on behalf of and for the benefit of the Group. They have been assigned based on official

power of attorneys and written representations in favor of the Group.
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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 2022

3.

3.1

3.2

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation (Continued)

** Specialities Real Estate Company W.L.L. is a special purpose entity established 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 31 December 2022
include the financial statements of Specialities Real Estate Company W.L.L. using management
accounts as at 31 December 2012. Total assets and liabilities of Specialities Real Estate Company
W.L.L. included in the Group’s consolidated financial statements as at 31 December 2022 were KD
147,826 and KD 78,243 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. Further, the Group did not
record the financial information of Specialities Real Estate Company W.L.L. Post to 31 December
2012, as the management believes that the financial information of Specialities Real Estate Company
W.L.L. requires further analysis and clarifications. During 2013, the Group initiated a lawsuit to get
access to the financial statements of Warehousing Projects and Logistics Company (Kingdom Saudi
of Arabia). During the current financial year ended 31 December 2022, the Group has recorded an
impairment loss on the whole balance of the investment in associate amounted to KD 2,800,156
which has been recognised in the consolidated statement of profit or loss for the year ended 31
December 2022 (Note 8).

Business combination

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which is calculated as the
sum of the acquisition date fair values of assets transferred by the Group, liabilities 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.

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 liability 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.
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3.
3.2

3.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combination (Continued)

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest
in the 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 incomplete 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.

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 of 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.

Property, plant 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.
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3.
3.3

3.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment (Continued)

Works in the course of construction for production, supply or administrative purposes are carried at
cost, less any recognised impairment losses. Cost includes professional fees and, for qualifying assets,
borrowing costs capitalised in accordance with the Group’s accounting policy. Such works are
classified in the appropriate categories of property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis as other property assets, commences when
the assets are ready for their intended use.

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

Assets Years
Buildings 20
Furniture, fixture, computers 5
Plant and equipment 2-15
Vehicles 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.

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 end. 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 date (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 using the same
basis adopted in the intangible assets acquired separately. Amortisation is calculated based on the
contract implementation period.
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3.
3.5
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investment properties

Investment properties include current properties, properties under construction or redevelopment held
for gaining rentals or increase in the market value or both. Investment properties are initially recognised
at cost, which contains purchase price and its related transaction costs. Subsequent to initial recognition,
investment properties are recognised at fair value at the financial period end date. Profits or losses
arising from changes in the fair value of investment properties are included in the consolidated
statement of profit or loss for the period in which they arise.

Subsequent expenditure is capitalised to the asset’s carrying amount only when it is probable that future
economic benefits associated with the expenditure will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance costs are expensed when incurred. When part
of an investment property is replaced, the carrying amount of the replaced part is derecognised.

Investment properties are derecognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its
disposal. Profits or losses arising on the disposal or termination of an investment property are
recognised in the consolidated statement of profit or loss.

Transfers are made to investment property when, and only when, there is a change in use, evidenced 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 for selling purposes.

If a property being used by the owner is transferred to investment property, the Group will account for
such property as per the applicable accounting policy for property, plant and equipment up to date of
the usage change and transfer.

Associates

Associates are those entities in which the Group has significant 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
adjusted 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 significant influence effectively commences until the date that
significant influence effectively ceases, except when the investments are classified as held for sale, in
which case they are accounted for as per IFRS 5 "Non-current Assets Held for Sale and Discontinued
Operations".

The Group recognises its share in business results of the associate in the consolidated statement of
profit or loss. Moreover, the Company recognises its share of the changes in the associate’s other
comprehensive income in its other comprehensive income.

Losses of an associate in excess of the Group’s interest in that associate (including any long-term
interests that, in substance, form part of the Group’s net investment in the associate) are not recognised
except to the extent that the Group has an obligation or has made any payments on behalf of the
associate.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Associates (Continued)

Any excess of the cost of acquisition over the Group share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the associate recognised at the date of acquisition is recognised as
goodwill. The goodwill is included within the carrying value of the investment in associates. It is
assessed as a part of the investment in order to determine the impairment. If the cost of acquisition is
lower than the Group’s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities, the difference is recognised immediately in the consolidated statement of profit or loss.

The Group determines, at each reporting date, whether there is an indication that the investment in the
associate may be impaired through adopting the requirements of IFRS 9 and determining whether it is
necessary to recognise any impairment in the investment. If any such indication exists, an impairment
loss is determined for the entire carrying amount of the investment. The Group calculates the
impairment amount as the difference between the recoverable amount of the associate and its carrying
amount. Such amount is recognised in the consolidated 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 held at the fair value upon loss of significant
influence on the associate. Any differences between the carrying amount of the associate upon loss of
significant influence and the fair value of the remaining investment and proceeds from disposal are
recognised in the consolidated statement of profit or loss.

Inventories

Inventories are valued at the lower of average cost or net realisable value after providing allowances for
any obsolete or slow-moving 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 weighted average basis.

Net realisable selling value is the estimated selling price in the ordinary course of business less the costs
of completion and selling expenses. Write-down is made for obsolete and slow-moving items based on
their expected future use and net realisable selling value.

Trading properties

Properties acquired or being constructed for sale in the ordinary course of business, rather than to be
held to generate rental income or for capital appreciation, are classified as trading properties. Trading
properties are recorded on initial recognition at cost and are subsequently measured at the lower of cost
or net realisable value. Cost includes freehold or leasehold rights for land, borrowing costs, planning
and design costs, costs of site preparation, professional fees for legal services, property transfer taxes,
construction overheads and other related costs.

Net realisable value is the estimated selling price in the ordinary course of business, based on market
prices at the date of consolidated financial statements, less costs to complete and the estimated costs to
sell. Net realisable value is determined based on valuation performed annually by independent
professional real estate valuation experts who have the required qualifications and experience in valuing
such types of properties using recognised valuation techniques.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Trading properties (Continued)

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 subsequently recovered, amount of the
property is increased to its net realisable value to the extent of its original cost and the increase amount
is recognised in the consolidated statement of profit or loss to the extent of the previously recognised
loss.

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 suffered 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 estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the
asset belongs. Intangible assets with indefinite useful lives and intangible assets not yet available for
use are tested for impairment annually. Whenever there is an indication that the asset may be impaired,
its recoverable amount is estimated.

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset. 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 consolidated statement of profit or loss.

For a non-financial asset, other than goodwill, 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.

Financial instruments

Financial assets

Classification and measurement of financial assets

Financial assets carried at amortised cost
The financial assets carried at amortised cost consist of “accounts receivable and other debit balances”,
“due from related parties”, “term deposits” and “banks balances and cash”.

The financial assets are measured at amortised cost if both of the following conditions are met and are

not designated at fair value through profit or loss:

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

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

Financial instruments (Continued)
Financial assets (Continued)

Classification and measurement of financial assets (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
30).

Term deposits
Term deposits is placed with banks and have a contractual maturity of more than 3 months from the
date of placement.

Banks balances and cash
Banks balances and cash item includes cash on hand, cheques under collection, cash at financial
institution and current accounts at 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 life 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial assets (Continued)

Classification and measurement of financial asseis (Continned)

Equity investment at fair value through profit or loss (Continued)

A financial asset (unless it is a trade receivable without a significant financing component that is
initially measured at the transaction price) is initially measured at fair value plus, for an item not
recognised at fair value through profit or loss, transaction costs that are directly attributable to its
acquisition.

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

Impairment of financial assets

IFRS 9 requires the Group to make provision for expected credit losses for all debt instruments, which
are not carried at fair value through profit or loss.

Expected credit losses are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Group expects to receive. The shortfall is then
discounted at an approximation to the asset’s original 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 financial assets carried at
amortised cost is reversed at the subsequent periods.

Under IFRS (9), loss allowances are measured on either of the following bases:

- 12-month ECLs: these are ECLs that result from possible default events within the 12 months after
the reporting date; and

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

The Group measures loss allowances at an amount equal to lifetime ECLs, excluding term deposits and
banks balances and cash (i.e. the risk of default occurring over the expected life of the financial
instrument) has not increased significantly since initial recognition, which are measured as 12-month
ECLs.

The Group has elected to measure; using the simplified approach, loss allowances for receivables and
other debit balances at an amount equal to lifetime ECLs.

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

The Group assumes that the credit risk on a financial asset has increased significantly if it is more than
730 days past due except for the contractual retention.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

The Group considers a financial asset to be in default when:

- The borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held); or

- The financial asset is more than 730 days past due except for the contractual retention.

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

Measurement of expected credit losses

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Group expects to receive). ECLs are discounted at the
effective interest rate of the financial asset.

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit-
impaired. 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 of impairment
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying
amount of the assets.

Impairment losses related to accounts receivable and other debit balances, including contract assets,
are presented separately in consolidated statement of profit or loss.

Accounts receivable and other debit balances

Further details about the calculation of ECLs related to accounts receivable are disclosed in (Note 30)
on adoption of IFRS 9. The Group takes into consideration the model and some assumptions used to
calculate credit losses expected as key sources of uncertainty.

The ECLs were calculated based on actual credit loss experience over the past 3-5 years. The Group
performed the calculation of ECL rates for its customers.

Exposures within each group were segmented based on common credit risk characteristics such as
credit risk grade, geographic region and industry, delinquency status, age of relationship and type of
product purchased where applicable.

Actual credit loss experience was adjusted by scalar factors to reflect differences between economic

conditions during the period over which the historical data was collected, current conditions and the
Group’s view of economic conditions over the expected lives of the accounts receivable.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (Continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire; or it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Group neither transfers nor retains 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 financial asset.

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 liabilities 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” and “Murabaha
payable”.

Accounts payable and other credit balances

All financial liabilities are recognised initially at fair value 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.

Murabaha payables

Murabaha payables are initially recognised at the value received from contracts. After initial
recognition, murabaha payables are measured at amortised cost using the effective interest rate
method. The effective interest rate method is a method of calculating the amortised cost of a financial
asset and of allocating cost over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset, or, where
appropriate, a shorter period.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial liabilities (Continued)

Derecognition 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 existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the original liability and the recognition of a
new liability, and the difference in the respective carrying amounts is recognised in consolidated
statement of profit or loss.

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 liabilities simultaneously.

Discontinued operations

Discontinued operations represent part of the Group’s business, which their results and cash flows can

be separated clearly from rest of the Group, which are also:

Represent substantial activity or separate geographic segment.

e Represent part of a coordinated plan to exclude substantial activity or separate geographic
segment.

¢ Include subsidiaries acquired principally for sale subsequently.

These operations are classified as discontinued operations at sale or when classification conditions are
met as discontinued operations, whichever shall first occur.

Revenues and expenses related to discontinued operations are recognised separately from revenues and
expenses related to continuing operations in the consolidated statement of profit or loss until the
profitability level for the period ended at the date of the consolidated financial statements and
comparative periods. This is even if the Group retains non-controlling interest in the subsidiary after
sale, whereas profit or loss are recognised as separate item in the consolidated statement of profit or
loss. ~

Assets and liabilities classified as held for sale are presented separately as current items in the
consolidated statement of financial position.

Employees’ end of service indemnity

The Group provides end of service benefits to its employees. The entitlement to these benefits is based
upon the employees’ final salary and length of service subject to the completion of a minimum service
period in accordance with provisions of Labor Law and related contracts of employees. The expected
costs of these benefits are accrued over the period of employment. This liability which is unfunded
represents the amount payable to each employee as a result of termination on the reporting date.

With respect to its Kuwaiti national employees, the Group makes contributions to the Public Institution
for Social Security calculated as a percentage of the employees’ salaries. The Group’s obligations are
limited to these contributions, which are expensed when due.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
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 canceled. Treasury shares are accounted for using 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 account
in Shareholders’ equity “treasury shares reserve” which is not distributable. Any realised losses are
charged to the same account to the extent of the credit balance on that account. Any excess losses are
charged to retained earnings, reserves, and then share premium respectively.

Gains 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 paid on these shares. The issue of bonus shares increases the number of treasury shares
proportionately and reduces the average cost per share without affecting the total cost of treasury
shares.

Where any Group’s company purchases the Parent Company’s equity share capital (treasury shares),
the consideration paid, including any directly attributable incremental costs is deducted from equity
attributable to the Parent Company’s Shareholders until the shares are cancelled or reissued. Where
such shares are subsequently reissued, any consideration received, net of any directly attributable
incremental transaction costs is included in equity attributable to the Parent Company’s Shareholders.

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 loss have been transferred to the customer, and either the customer has accepted the
goods in accordance with the sales contract, the acceptance provisions have lapsed, or the Group has
objective evidence that all criteria for acceptance have been satisfied.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (Continued)

Sales of goods (Continued)

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.

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 for work performed to date relative to the
estimated total contract costs. Profit is only recognised when the contract reaches a point where the
ultimate profit can be estimated with reasonable certainty. Claims, variation orders and incentive
payments of the contract shall be taken into consideration for the purpose of calculating the contract
profits when approved by the contract owner. The expected loss of the contracts is recognised
immediately in full after occurrence.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is
recognised to the extent of contract costs incurred that it is probable will be recoverable. Contract costs
are recognised as expenses in the period in which they are incurred.

Interest income and expenses

Interest income and expenses are calculated on a time proportion basis using 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 using the effective interest rate of the financial 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 established.

Income from sale of properties
Gain on sale of investment properties is measured by the difference between the sale proceeds and the
book value of the investment at the date of sale, and it is recognised at the date of sale.

Leases
Rental income is recognised when earned on a time proportion basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (Continued)

Other income and expenses
Other income and expenses are recognised on accrual basis.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of
a past event, it is probable that the Group will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the consolidated statement of financial position date, taking into account the risks
and uncertainties surrounding the obligation. Where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, the receivable is recognised as an asset if it is virtually certain that reimbursement
will be received and the amount of the receivable can be measured reliably.

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 all 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 short-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). It also applies the lease of low-value assets recognition
exemption to leases of office equipment that are considered of low value. Lease payments on short-
term leases and leases of low-value assets are recognised as expense on a straight-line basis over the
lease term.

Finance costs

Finance costs on borrowings and facilities are calculated on the accrual basis and are recognised in
the consolidated statement of profit or loss in the period in which they are incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Finance cost (Continued)

Finance costs directly attributable to the acquisition, construction or production of qualifying assets as
part of the cost of this asset are capitalised. Capitalisation of these costs commences when expenses on
the asset and finance costs are incurred, and the activities necessary to prepare the asset are under
implementation. Capitalisation shall be ceased upon the significant completion of all the activities
necessary to prepare the qualifying asset for its intended use or sale.

Finance costs that are not directly attributable to the acquisition, construction or production of
qualifying asset as expense are recognised during the period in which they are incurred.

Taxes

Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS), 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
liabilities and their carrying amounts for the purposes of the consolidated financial statements.

Levies / statutory tax Percentage

Contribution to Kuwait Foundation for the 1% of net profit, less permitted deductions.
Advancement of Sciences

Zakat 1% of net profit, less permitted deductions.
National Labour Support Tax 2.5% of net profit, less permitted deductions

Foreign currency translation

Items included in the financial statements of each of the Group’s entities are measured using the
currency of the primary economic environment in which the entity operates (“the functional currency”).

The Group’s consolidated financial statements have been prepared and presented in Kuwaiti Dinars,
which is the Group’s presentation currency.

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 consolidated statement of
financial position date, monetary items denominated in foreign 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 currencies are retranslated at the rates prevailing 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 differences arising on the settlement of monetary items, and on the retranslation of monetary
items, are included in the consolidated statement of profit or loss for the year. Exchange differences
arising on the translation of monetary items at fair value are included in the consolidated statement of
profit or loss for the year except for differences arising on retranslation of non-monetary items in
respect of which gains and losses are directly included in the consolidated statement of profit or loss
and other comprehensive 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.
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3.

3.19

3.20

3.21

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currency translation (Continued)

Foreign operations

The assets and liabilities of the Group’s foreign operations are expressed in KD using exchange rates
prevailing at the consolidated statement of financial position date. Income 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 recognised in
the currency translation reserve in equity. On disposal 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. Goodwill and fair value adjustments arising on the
acquisition of a foreign entity have been treated as assets and liabilities of the foreign entity and
translated into KD at the closing rate.

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 economic resources will be required to settle a present, legal or
constructive obligation; and the amount can be reliably estimated. However, the contingent liabilities
are disclosed unless the possibility of an outflow of resources embodying economic losses is remote.

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

Segment Information

A segment is a distinguishable component of the Group that engages in business activities from which
it earns revenue and incurs costs. Operating segments are disclosed in a manner consistent with the
internal reporting reviewed by the chief operating decision-maker, i.e. the person being responsible for
allocating resources, assessing performance and making strategic decisions on the operating segments.

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 reported amounts of revenue, expenses, assets and
liabilities, at the date of consolidated financial statements period. However uncertainty about the
assumptions and estimate could result in outcomes that require a material adjustment to the carrying
amount of the asset or liability affected in future period.

Significant accounting judgments

In the process of applying the Group’s accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect in the
amounts recognised in the consolidated financial statements:

Classification of financial instruments

On acquisition of a financial asset, the Group decides whether it should be classified as "at fair value
through profit or loss”, "at fair value through other comprehensive income" or “at amortised cost”. IFRS
9 requires all financial assets, except equity instruments and derivatives, to be assessed based on a
combination of the Group’s business model for managing the assets of the instrument’s contractual cash
flow characteristics. The Group follows the guidance of IFRS 9 on classifying its financial assets.
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4.

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATION UNCERTAINTY AND
ASSUMPTIONS (CONTINUED)

Significant accounting judgments (continued)

Classification of Lands
Upon acquisition of lands, the Group classifies the land into one of the following categories, based on
the intention of the management for the use of the land:

1. Properties held for trading
When the intention of the Group is to sell land in the ordinary course of business, the land is
classified as properties held for trading.

2. Properties under development
When the purpose of the Group is to develop the land for sale in the future, both lands and
construction costs are classified as properties under development.

3. Investment properties
When the intention of the Group is to earn rentals from land or hold land for capital appreciation or
if the intention is not determined, the land is classified as investment property.

Leases

Significant opinions on requirements for applying IFRS 16 include, among others, the following:

e Determine whether the contract (part thereof) contains a lease.

e Determine whether it is reasonably certain that extension or termination option will be exercised.
¢ Classification of lease agreements (when the entity is the lessor).

e Determine whether the variable payments are substantially fixed.

e Determine whether there are multiple leases in the arrangement.

e Determine the sale price of leased and non-leased items.

Estimation uncertainty and assumptions

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

Useful lives of property, 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 inventories is 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.
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4.

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATION UNCERTAINTY AND
ASSUMPTIONS (CONTINUED)

Estimation uncertainty and assumptions (Continued)

Impairment of non-financial assets (Continued)

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

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 31).

The valuation of unquoted equity investments is normally based on one of the following:

e Recent arm’s length market transactions;

e Current fair value of other instruments that are substantially the same.

e Earnings multiples;

e The expected cash flows discounted at current rates applicable for items with similar terms and risk
characteristics.

e Price to book value model.

e 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.

Revenue recognition

Revenue is recognised to the extent it is probable that the economic benefits will flow to the Group and
the revenue can be reliably measured. Determination whether matching the criteria of revenue
recognition in accordance with IFRS 15 and the policy of revenue recognition disclosed in (Note 3.14)
require significant judgments.

Provision for expected credit losses for accounts receivable
The Group has assessed its significant judgements and estimates in respect of expected credit lossses
including probablility of defualt, loss rate on default and incorporation for forward looking information.

The Group uses a provision matrix to calculate expected credit losses for accounts receivable. The
provision rates are based on days past due for groupings of various customer segments that have similar
loss patterns (i.e., by geographical region, services type, customer and type). The provision matrix is
initially based on the Group’s historical observed default rates.
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4.

SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATION UNCERTAINTY AND
ASSUMPTIONS (CONTINUED)

Estimation uncertainty and assumptions (Continued)

Provision for expected credit losses for accounts receivable (Continued)
The Group will calibrate the matrix to adjust the historical credit loss experience with forward-looking
information.

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

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of expected credit losses is sensitive to
changes in circumstances and of forecast economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also not be representative of customer’s actual
default in the future. The information about the ECL on the Group’s accounts receivable and other debit
balances is disclosed in (Note 30).
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6.

INTANGIBLE ASSETS
Right of Related customer
utilisation contracts Total
KD KD KD
Cost
As at 1 January 2021 714,907 1,335,393 2,050,300
As at 31 December 2021 714.907 1,335,393 2,050,300
Disposals (235,000) - (235,000)
As at 31 December 2022 479,907 1,335,393 1,815,300
Accumulated amortisation
As at 1 January 2021 563,935 167,888 731,823
Charged during the year 35,198 1,167,505 1,202,703
As at 31 December 2021 599,133 1,335,393 1,934,526
Charged during the year 23,448 - 23,448
Related to disposals (188,002) - (188,002)
As at 31 December 2022 434,579 1,335,393 1,769,972
Impairment losses
As at 31 December 2021 8,728 - 8,728
As at 31 December 2022 8,728 - 8,728
Net carrying value
As at 31 December 2021 107,046 - 107,046
As at 31 December 2022 36,600 - 36,600

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

During the current financial year ended 31 December 2022, the Group has sold right of use located in
Amghara area which carried a net carrying value of KD 46,998 against an amount of KD 630,000 which
resulted in a gain of KD 583,002 which has been recognised in the consolidated statement of profit or
loss.

At 31 December 2022, 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 2022 and 31 December 2021. 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.

Related customer contracts represented in intangible assets of the Group with finite useful lives and are
amortised over the period of implementing these contracts for the customers.

INVESTMENT PROPERTIES
The movement of investment properties during the year is as follows:
2022 2021
KD KD
Balance as at beginning of the year 1,467,000 1,467,000
Change in the fair value 4,783,000 B
Balance as at end of the year 6,250,000 1,467,000

38



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 2022

7.

INVESTMENT PROPERTIES (CONTINUED)

The fair value of investment properties has been determined based on valuations performed by two
independent professional real estate valuers, who are industry specialists in valuing such type of
investment properties. For the properties 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 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 properties 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 (Note 31).

During the current financial year ended 31 December 2022, the Group has renewed the Public Authority
for Industry contract for plots located in Free Trade Zone for a period of one year and ending on 31 July

2023,

INVESTMENT IN ASSOCIATES

Country of Ownership Carrying amount

Name of associate Incorporation 2022 2021 2022 2021
% % KD KD

Kuwait International Advanced
Industries Company K.S.C. State of
(Closed) Kuwait 25% 25% 1,486,993 1,595,604

Kingdom of
Warehousing Projects and Saudi
Logistics Company W.L.L. Arabia 50% 50% 2,765,474

1,486,993 4,361,078

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

2022 ) 2021

KD KD
Balance at the beginning of the year 4,361,078 4,508,844
Share of results from associates * (108,611) (140,884)
Impairment losses ** (2,800,156) -
Foreign currency translation adjustments 34,682 (6,882)
Balance at the end of the year 1,486,993 4361,078
The table below shows share of results from associates as follows:

2022 2021

KD KD
Share of results of Kuwait International Advanced
Industries Company K.S.C. (Closed) * (108,611) (140,884)

(108,611) (140,884)

* The Group has recognised its share of results from an associate “Kuwait International Advanced
Industries Company K.S.C. (Closed)” based on management account prepared by the management as
at 30 September 2022 amending any material transactions for the period from 30 September 2022
until 31 December 2022.
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8. INVESTMENT IN ASSOCIATES (CONTINUED)

** During the current financial year ended 31 December 2022, according to the current conditions in
Warehousing Projects and Logistics Company W.L.L. (KSA) “associate”, the Group has recognised
the whole balance of the investment in associate amount of KD 2,800,156 as impairment loss. This
loss has been recognised in the consolidated statement of profit or loss for the year ended 31
December 2022.

As at 31 December 2022, the management has reviewed its investment in associates to assess whether
impairment has occurred in their value, and an impairment loss was recorded by an amount of KD
2,800,156 (31 December 2021: Nil) 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 investment in its associates is set out

below:

Kuwait International Warehousing
Advanced Industries Projects and
Company K.S.C. Logistics
2022 (Closed) Company W.L.L. Total
KD KD KD

Statement of profit or loss
Revenues 1,169,903 - 1,169,903
Loss for the year (434.,444) - (434,444)
Statement of financial position
Non-current assets 3,596,907 10,512,735 14,109,642
Current assets 1,317,431 560,211 1,877,642
Total assets 4,914,338 11,072,946 15,987,284
Non-current liabilities 381,394 35,632 417,026
Current liabilities 870,367 3,437,002 4,307,369
Total Liabilities 1,251,761 3,472,634 4,724,395
Net assets 3,662,577 7,600,312 11,262,889

Kuwait International Warehousing

Advanced Industries Projects and

Company K.S.C. Logistics
2021 (Closed) Company W.L.L. Total
KD KD KD

Statement of profit or loss
Revenues 1,092,659 - 1,092,659
Loss for the year (563,536) - (563,536)
Statement of financial position
Non-current assets 3,939,246 10,396,127 14,335,373
Current assets 1,468,029 553,997 2,022,026
Total assets 5,407,275 10,950,124 16,357,399
Non-current liabilities 506,023 35,236 541,259
Current liabilities 804,231 3,383,940 4,188,171
Total Liabilities 1,310,254 3,419,176 4,729,430
Net assets 4,097,021 7,530,948 11,627,969
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8.

INVESTMENT IN ASSOCIATES (CONTINUED)

The following table shows a reconciliation of the financial information of the associates to the carrying
amount of the Group’s interest in the associates:

Kuwait
International Warehousing
Advanced Industries Projects and
Company K.S.C. Logistics Company
2022 (Closed) W.L.L. Total
KD KD KD
Net assets of the associate 3,662,577 7,600,312 11,262,889
Group’s effective interest in the
associate’s equity 25% 50%
Group’s interest in net assets of
the associate 915,644 3,800,156 4,715,800
Impairment losses of associates - (3,800,156) (3,800,156)
Goodwill 571,349 - 571,349
Carrying amount of the Group’s
investment in the associate 1,486,993 - 1,486,993
Warehousing
Kuwait International Projects and
Advanced Industries Logistics
Company K.S.C. Company
2021 (Closed) W.L.L. Total
KD KD KD
Net assets of the associate 4,097,021 7,530,948 11,627,969
Group’s effective interest in the
associate’s equity 25% 50% -
Group’s interest in net assets of
the associate 1,024,255 3,765,474 4,789,729
Impairment losses of associates - (1,000,000) (1,000,000)
Goodwill 571,349 - 571,349
Carrying amount of the Group’s
investment in the associate 1,595,604 2,765,474 4,361,078

FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

2022 2021

KD KD
Unquoted securities 2,486,950 2,407,086
2,486,950 2,407,086

The fair value of financial assets at fair value through other comprehesinve income was determined
based on valuation levels mentioned in (Note 31).
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10.

11.

ACCOUNTS RECEIVABLE AND OTHER DEBIT BALANCES

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

Advance payments to suppliers
Contract assets
Other

Represented as follows:

Non-current portion
Current portion

* The movement on provision for ECLs is as follows:

Balance at the beginning of the year

Effect of disposal of a subsidiary

(Reversal of provision) / provision for expected credit losses
Bad debts written off

Balance at the end of the year

INVENTORIES

Construction materials
Raw and packing materials
Other

Less:
Provision for obsolete and slow moving inventories *

* The movement on provision for obsolete and slow moving inventories is as follows:

Balance as at the beginning of the year
Charged during the year

Goods written off

Balance as at the end of the year
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2022 2021
KD KD
6,634,101 9,234,349
4,436,676 6,080,319
(1,676,893) (2,332,650)
9,393,884 12,982,018
979,393 1,303,557
1,697,899 1,322,484
1,499,568 1,091,335
13,570,744 16,699,394
2022 2021
KD KD
2,947,524 3,091,465
10,623,220 13,607,929
13,570,744 16,699,394
2022 2021
KD KD
2,332,650 2,616,941
(126,773) =
(517,597) 96,184
(11,387) (380,475)
1,676,893 2,332,650
2022 2021
KD KD
2,344,510 912,975
1,151,025 1,276,849
40,886 15,960
3,536,421 2,205,784
(857,466) (345,222)
2,678,955 1,860,562
2022 2021
KD KD
345,222 336,431
538,345 8,791
(26,101) -
857,466 345,222
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12.

13.

TRADING PROPERTIES

2022 2021

KD KD
Balance as at the beginning of the year 1,024,442 1,217,074
Disposals * (74,300) (167,403)
Amortise of trading properties to net realisable value (167,966) (25,229)
Balance as at the end of the year 782,176 1,024,442

All trading properties are located in United Arab Emirates.

At 31 December 2022, the Group’s management reviewed properties held for trading to assess if there
is an impairment in their carrying values, based on valuations performed by independent professional
real estate valuation 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
amortise certain properties held for trading to their net realisable values and recorded the difference of
KD 167,966 (31 December 2021: KD 25,229) in the consolidated statement of profit or loss.

* During the current financial year ended 31 December 2022, the Group sold certain properties held
for trading with a carrying amount of KD 74,300 (31 December 2021: KD 167,403) against a total
amount of KD 63,210 (31 December 2021: KD 147,210) (Note 26).

RELATED PARTIES’ DISCLOSURES

The Group entered into various transactions with related parties in the normal course of its business
(i.e. associates, key management personnel and other related 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
Associate parties 2022 2021
KD KD KD KD
Accounts receivable and other
debit balances
Al-Ahlia Chemicals Company
K.S.C. (Closed) - 36,550 36,550 191,767
Due from related parties:
Warehousing Projects and Logistics
Company W.L.L. * 1,995,822 - 1,995,822 2,369,206
Al-Khadda International General
Trading and Contracting Company
W.L.L. - - - 1,384,216
1,995,822 - 1,995,822 3,753,422
Less: provision for expected credit
losses ** (1,995,822) - (1,995,822) (2,369,206)
- - - 1,384,216
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13.
(@)

(ii)

14.

15.

RELATED PARTIES’ DISCLOSURES (CONTINUED)

Balances included in consolidated statement of financial position (Continued)

* 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
management has provided a provision against the outstanding balance. Management of the Parent
Company has filed a legal case against the investee company in order to recover this balance, for
which the Court of appeal issued its verdict in favor of the Parent Company. The verdict is under
implementation and during the current year ended 31 December 2022, an amount of KD 373,384 was
collected.

** The movement on provision for expected credit losses is as follows:

2022 2021
KD KD
Balance at the beginning of the year 2,369,206 2,369,206
Provision for expected credit losses 219,790 -
Bad debts written off (593,174) -
Balance at the end of the year 1,995,822 2,369,206
Transactions included in the consolidated statement of profit or loss
2022 2021
KD KD
Compensation to key management personnel
Salaries and other short term benefits 69,479 70,238
Employees’ end of service indemnity 15,436 5,450
Remuneration of Board of Directors and executive
committees 65,750 44,000
150,665 119,688

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

2022 2021

KD KD
Quoted securities 35,585 84,424
Unquoted securities 2,676,818 2,653,456
2,712,403 2,737,880

The fair value of financial assets at fair value through profit or loss was determined based on valuation
levels mentioned in (Note 31).

TERM DEPOSITS

Term deposits are placed with a local Islamic banks. They have an original maturity period of six
months as of the deposit date. Average profit rate of term deposits is ranging from 2.5% to 4.05% (31
December 2021: from 1.125% to 1.95%) per annum. The Group has term deposit of KD 550,000 (31
December 2021: KD 1,000,000) that is mortgaged against non-cash bank facilities.
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16.

17.

BANKS BALANCES AND CASH

2022 2021

KD KD
Cash on hand 86,782 80,844
Cheques under collection 200,422 -
Cash at Kuwait Clearing Company 43,448 -
Current accounts 3,126,108 1,754,387
3,456,760 1,835,231

DISCONTINUED OPERATIONS

The management of the Parent Company had a plan to actively 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 Directors in the meeting held on 17 October 2017. As a result, the carrying amount of the
investment as at 31 December 2022 of KD 594,028 (31 December 2021: KD 879,107) and the current
account due from such associate of Nil (31 December 2021: KD 748,212) were classified as non-
current assets held for sale after recognising the impairement loss of KD 580,814 as at 31 December
2022 (31 December 2021: KD gain 175,799).

Furthemore, the management of the Parent Company during the current financial year ended 31
December 2022 had sold its 80% equity interest in a subsidiary "Specialities Factory for Building
Chemicals W.L.L." (“subsidiary”) to a other party of non-related parties and resulted in a loss from
disposal of a subsidiary of KD 33,663 which has been recognised in the consolidation statement of
profit or loss under discontinued operation. The selling and the legal processes are done on 17
November 2022, accordingly, control of the subsidiary company is passed to the acquirer.

Analysis of assets and liabilities related to the subsidiary which control is lost on:

__As at 17 November 2022
KD
Assets
Property, plant and equipment 635,767
Accounts receivable and other debit balances 469,883
Inventories 673,238
Banks balances and cash ) 105,031
1,883,919
Liabilities
Accounts payable and other credit balances 373,951
Due from related parties 787,229
1,161,180
Net assets 722,739
The ownership of the Shareholders of Parent Company in the subsidiary disposed (578,191)
- 80%
Impairment loss on the value of the investment 160,000
Net investment disposed off (418,191)
Total consoideration received 1,205,522
Less: Release of Parent Company liability (820,994)
Loss from disposal of a subsidiary (33,663)
Net consideration received includes the followings:
Consideration received in cash and cash equivalents 951,965
Transfer from inventory to the Parent Company 253,557
1,205,522
Net cash flows on disposal of a subsidiary
Consideration received in cash and cash equivalents 951,965
Less: Cash and cash equivalents balances disposed off (105,031)
846,934
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17. DISCONTINUED OPERATIONS (CONTINUED)

The following is the discontinued operations related to the subsidiary recognised in the consolidated
statement of profit or loss till the disposal date. The comparative consolidated statement of profit or loss
relating to the discontinued operations has been re-presented to include those operations classified as
discontinued operations in the current year.

For the period
ended 17
November 2022
(Disposal date ) 2021
KD KD
Revenue 542,999 1,097,639
Expenses (574,107) (1,074,773)
Net (loss) / profit (31,108) 22,866
(Loss) / profit for the period / year from discontinued operation (31,108) 22,866

The consolidated statement of other comprehensive income includes the following amounts relating to
the subsidiary’s discontinued operations till the disposal date. The comparative consolidated statement
of other compreheisnve income relating to the discontinued operations has been re-presented to include
those operations classified as discontinued operations in the current year.

For the period

ended 17
November 2022
(Disposal date ) 2021
KD KD
Foreign currencies translation differences 20,140 (1,575)
20,140 (1,575)

The consolidated statement of cash flow includes the following amounts relating to the subsidiary’s
discontinued operations till the disposal date. The comparative consolidated statement of cash flow
relating to the discontinued operations has been re-presented to include those operations classified as
discontinued operations in the current year.

For the period
ended 17
November 2022
(Disposal date ) 2021
KD KD
Net cash flows generating from operating activities 134,276 28,780
Foreign currencies translation differences 1,516 (1,682)
135,792 27,098
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17.

18.

19.

20.

DISCONTINUED OPERATIONS (CONTINUED)

The Management presented the (loss) / profit from discontinued operation as follows:

2022 2021
KD KD

Equipment Holding Company K.P.S.C.
(Loss) / gain on the value of the investment (285,079) 175,799
Impairment loss on due from associate (295,735) -

(580,814) 175,799
Specialities Factory for Building Chemicals W.L.L.
Share of the results from a subsidiary (31,108) 22,866
Loss from disposal of a subsidiary (33,663) =
Impairment loss on the value of the investment (160,000) -

(224,771) 22,866
(Loss) / profit from discontinued operations (805,585) 198,665

SHARE CAPITAL

The Parent Company’s authorised, issued and fully paid up share capital is KD 16,995,000 distributed
over 169,950,000 shares with nominal value of 100 Kuwaiti Fils each (Note 1 and Note 21) (31
December 2021: KD 16,500,000 distributed over 165,000,000 shares with nominal value of 100
Kuwaiti Fils each), and all shares are in cash.

STATUTORY RESERVE

In accordance with the requirements of the Companies’ Law and the Parent Company’s Articles of
Association, as amended, 10% of the net profit for the year 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. This
reserve is not available for distribution except in cases stipulated by Law and the Parent Company’s
Articles of Association. An amount of KD 222,042 has been transferred to the statutory reserve at 31
December 2022 (31 December 2021: KD 135,277).

It is not allowed to distribute statutory reserve to Shareholders, it is only allowed to use it to distribute
profits to Shareholders up to 5% of paid-up share capital in the years when retained earnings are not
sufficient for the payment of a dividend of that amount.

VOLUNTARY RESERVE

In accordance with the requirements of the Parent Company’s Articles of Association, as amended, a
percentage of the net profit for the year attributable to Shareholders of the Parent Company for the year
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 voluntary reserve. Such
annual transfers may be discontinued by the Parent Company based on a resolution of the
Shareholders’® General Assembly upon recommendation by the Board of Directors.

The Parent Company’s Board of Directors on 16 February 2022 has proposed to stop transferring to

voluntary reserve, and that is subject to the approval of the Shareholders’ General Assembly Meeting.
(31 December 2021: An amount of KD 135,277 has been transferred to the voluntary reserve).
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21.

22,

GENERAL ASSEMBLY OF THE PARENT COMPANY’S SHAREHOLDERS

At the meeting held on 16 February 2023, the Board of Directors have proposed to distribute cash
dividends of 7 file of the paid up share capital after deducting the treasury shares for the financial year
ended 31 December 2022, and distribute bonus shares of 5% from the share capital of KD 849,750 for
the financial year ended 31 December 2022, and to pay remuneration to the Board of Directors of KD
50,000. This proposal is subject to the approval of Shareholders’ Annual General Assembly Meeting.

The Parent Company’s Shareholders’ Ordinary General Assembly Meeting held on 30 March 2022
approved the consolidated financial statements of the Group for the year ended 31 December 2021, and
approved to distribute cash dividends of 7 fils per share of the paid up capital after deducting the
treasury shares, and the distribution of bonus shares of 3% of the capital for an amount of KD 495,000
for the year ended 31 December 2021, and to pay remuneration to the Board of Directors of KD 20,000
for the financial year ended on 31 December 2021.

The Parent Company’s Shareholders’ Extraordinary General Assembly Meeting held on 6 April 2022,
approved an increase in the Parent Company’s share capital from KD 16,500,000 to KD 16,995,000.
The increase in the amount of KD 495,000 was through bonus shares of 4,950,000 shares of 100 fils
per share. Shares are represented in bonus shares allocated to the Shareholders registered in the Parent
Company’s records. This was authenticated in the Commercial Register number 5202 on 30 May 2022.

OTHER COMPONENTS OF EQUITY

Fair value reserve
for financial assets

at fair value Foreign
through other currencies Treasury
Revaluation comprehensive translation shares
reserve income reserve reserve Total
KD KD KD KD KD
Balance as at 1 January 2022 239,418 2,512 248,866 748,437 1,239,233
Effect of disposal of a
subsidiary - - (152,825) - (152,825)
Differences of foreign
currencies translation - - 52,513 - 52,513
Change in fair value - 25,585 - - 25,585
Transfer relating to
depreciation expenses charged
to retained earnings (25,415) - - - (25,415)
Balance as at 31 December
2022 214,003 28,097 148,554 748,437 1,139,091
Fair value reserve
for financial assets
at fair value Foreign
through other currencies Treasury
Revaluation comprehensive translation shares
reserve income reserve reserve Total
KD KD KD KD KD
Balance as at 1 January 2021 264,833 (9,410) 272,562 748,437 1,276,422
Differences of foreign
currencies translation - E (23,696) - (23,696)
Change in fair value - 11,922 - - 11,922
Transfer relating to
depreciation expenses charged
to retained earnings (25,415) - - - (25,415)
Balance at 31 December 2021 239,418 2,512 248,866 748,437 1,239,233
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23. TREASURY SHARES

2022 2021
Number of shares 8,286,288 8,044,842
Percentage to paid up shares %4.88 4.88%
Market value (KD) 903,205 1,029,740
Cost (KD) 2,418,587 2,418,587

The Parent Company’s management has locked off an amount equal to treasury shares balance from
reserves as at the consolidated financial statements date. Such amount will not be available for
distribution over the period in which the Parent Company holds treasury shares

24. PROVISION FOR EMPLOYEES’ END OF SERVICE INDEMNITY

2022 2021
KD KD
Balance as at the beginning of the year 728,004 703,817
Charged during the year 164,361 120,385
Paid during the year (99,969) (96,198)
Balance as at the end of the year 792,396 728,004
25. ACCOUNTS PAYABLE AND OTHER CREDIT BALANCES
2022 2021
KD KD
Trade payables 1,669,057 2,124,934
Advance payments from customers 1,476,272 1,680,551
Retention payable 593,458 1,237,399
Notes payable * - 484,544
Contract liabilities 167,649 439,987
Others ** 1,899,314 1,808,189
5,805,750 1,775,604

* 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.

** This items includes an amount of KD 339,740 representing the remaining portion of the value of
purchase of a controlling equity share of 90% in Advanced Group Center For Furniture W.L.L.

Represented as follows:

2022 2021

KD KD
Non-current liabilities 2,491,868 2,376,575
Current liabilities 3,313,882 5,399,029
5,805,750 7,775,604
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26.

REVENUES

General trading revenues

Contract revenues

Construction revenues

Oil and gas services revenues

Computer systems and software revenues
Sale of trading properties (Note 12)

Revenues details

2022 2021

KD KD
3,234,828 2,748,060
1,589,219 13,632,021
3,839,955 3,340,903
- 6,301
1,603,378 1,367,639
63,210 147,210
10,330,590 21,242,134

The Group classified the revenue from contracts with customers as stated in the following table:

General trading,

contracting and Trading
2022 constructions properties Total
KD KD KD
Revenue Types:
General trading revenue 3,234,828 B 3,234,828
Contract revenues 1,589,219 E 1,589,219
Construction revenues 3,839,955 - 3,839,955
Computer systems and software revenues 1,603,378 B 1,603,378
Trading properties revenues - 63,210 63,210
Total revenues from contracts with customers 10,267,380 63,210 10,330,590
Main geographical market:
State of Kuwait 10,267,380 63,210 10,330,590
10,267,380 63,210 10,330,590
Timing of revenue recognition:
At point of time 3,234,828 63,210 3,298,038
Over time 7,032,552 - 7,032,552
Total revenues from contracts with customers 10,267,380 63,210 10,330,590
General trading,
contracting and Oil and gas Trading

2021 constructions services properties Total

KD KD KD KD
Revenue Types:
General trading revenue 2,748,060 - - 2,748,060
Contract revenues 13,632,021 - - 13,632,021
Construction revenues 3,340,903 - - 3,340,903
Oil and gas services revenues - 6,301 - 6,301
Computer systems and software -
revenues 1,367,639 B 1,367,639
Trading properties revenues - - 147,210 147,210
Total revenues from contracts 147,210
with customers 21,088,623 6,301 21,242,134
Main geographical market:
State of Kuwait 21,088,623 6,301 147,210 21,242,134

21,088,623 6,301 147,210 21,242,134
Timing of revenue recognition;
At point of time 2,748,060 - 147,210 2,895,270
Over time 18,340,563 6,301 - 18,346,864
Total revenues from contracts
with customers 21,088,623 6,301 147,210 21,242,134
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27.

BASIC AND DILUTED EARNINGS / (LOSS) PER SHARE ATTRIBUTABLE TO
SHAREHOLDERS OF THE PARENT COMPANY

Basic and diluted earnings / (loss) per share is calculated 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:

2022 2021
Profit for the year from the continuing operations attributable to the
Shareholders of the Parent Company (KD) 2,856,380 1,061,884
(Loss) / profit for the year from the discontinuing operations
attributable to the Shareholders of the Parent Company (KD) (799,364) 194,092
Profit for the year attributable to the Shareholders of the Parent
Company (KD) 2,057,016 1,255,976
Number of outstanding shares of the Parent Company (share) 169,950,000 169,950,000
Less: weighted average number of treasury shares of the Parent
Company (share) (8,286,288) (8,286,288)

Weighted average number of outstanding shares of the Parent
Company (share)

161,663,712

161,663,712

Fils Fils
Basic and diluted earnings per share from the continuing operations
attributable to the Shareholders of the Parent Company 17.67 6.57
Basic and diluted (loss) / earnings per share from the discontinuing
operations attributable to Shareholders of the Parent Company (4.94) 1.20
Basic and diluted earnings per share attributable to the Shareholders
of the Parent Company 12.72 7.77

Basic and diluted earnings / (loss) per share of the presented comparative year is adjusted to reflect the
adjusting profit / (loss) from continuing and discontinuing operations attributable to Shareholders of the
Parent Company to reflect the reclassification of the discontinuing operations.

Basic and diluted earnings per share of the presented comparative year is adjusted to reflect the issuance
of the bonus shares.
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29. CONTINGENT LIABILITIES

30.

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.

2022 2021
KD KD
Letters of guarantee and letters of credit 10,327,275 17,514,976

CAPITAL MANAGEMENT AND FINANCIAL RISKS
Capital management

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 capital structure, the Group may adjust the amount of
dividends paid to Shareholders, return capital to Shareholders, issue new shares or sell assets to reduce
debt.

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

Gearing ratio

2022 2021

KD KD
Murabaha payable 7,246,653 1,268,000
Less:
Term deposits (2,800,000) (2,500,000)
Banks balances and cash (Note 16) (3,456,760) (1,835,231)
Net debt 989,893 (3,067,231)
Equity attributable to Shareholders of the Parent Company 31,308,244 30,424,640
Total capital 32,298,137 27,357,409
Gearing ratio %3.06 -
Financial risks
Categories of financial instruments

2022 2021

KD KD

Financial assets
Financial assets at fair value through other comprehensive income 2,486,950 2,407,086
Accounts receivable and other debit balances (excluding advance
payments to suppliers) 12,591,351 15,395,837
Due from related parties - 1,384,216
Financial assets at fair value through profit or loss 2,712,403 2,737,880
Term deposits 2,800,000 2,500,000
Banks balances and cash 3,456,760 1,835,231

54



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 2022

30. CAPITAL MANAGEMENT AND FINANCIAL RISKS (CONTINUED)

Financial risks (Continued)

Categories of financial instruments (Continued)

2022 2021
KD KD
Financial liabilities
Murabaha payable 7,246,653 1,268,000
Accounts payable and other credit balances (excluding advance
payments from customers) 4,329,478 6,095,053

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 31 December 2022 and
31 December 2021.

The Parent Company’s Board of Directors is ultimately responsible to set out policies and strategies for
management of risks.

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 term deposits and banks balances and cash 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 of financial assets
Financial assets exposed to impairment risk include “accounts receivable and other debit balances”, “due

EE 1Y

from related parties”, “term deposits” and “banks balances and cash”.
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30.

CAPITAL MANAGEMENT AND FINANCIAL RISKS (CONTINUED)
Financial risks (Continued)

Credit risk (Continued)

Accounts receivable and other debit balances

The Group adopts the simplified approach in accordance with IFRS 9 to measure ECLs through using
provision for ECLs 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 believes
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 accounts receivable as at 31 December 2022 and 31
December 2021 has been determined as follows:

31 December 2022:
Accounts Percentage of the Provision for
Ageing of receivables receivable expected default impairment losses
KD KD

Less than 90 days 1,499,094 1.08% 16,190
90 to 180 days 324,738 3.11% 10,099
180 to 365 days 1,351,350 6.23% 84,189
From 365 to 730 days 3,067,278 7.41% 227,285
More than 730 days 4,828,317 27.73% 1,339,130

11,070,777 1,676,893
31 December 2021:

Accounts Percentage of the Provision for
Ageing of receivables receivable expected default impairment losses
KD KD

Less than 90 days 4,077,520 0.42% 17,126
90 to 180 days 1,844,569 1.59% 29,329
180 to 365 days 1,673,548 5.16% 86,355
From 365 to 730 days 1,540,689 10.20% 157,150
More than 730 days 6,178,342 33.06% 2,042,690

15,314,668 2,332,650

Accounts receivable are written off when there is no reasonable expectation of recovery. Indicators
include lack of a reasonable expectation of recovery, among other matters, such as the failure of the
customer to subscribe to a payment plan with the Group and lack to make contractual payments for more
than 730 days except for the contractual retentions.

The Group continues to use both changes in delay period and likelihood of default as indicator for the
significant increase in credit risk. Further, the Group has reviewed the used methodologies and
assumptions.

While other debit balances and due from related parties are also subject to the requirements of credit loss
in IFRS 9, the impairment loss is insignificant.
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30. CAPITAL MANAGEMENT AND FINANCIAL RISKS (CONTINUED)
Financial risks (Continued)

Credit risk (Continued)

Term deposits and banks balances and cash
Term deposits and banks balances and cash are also subject to the requirements of credit losses in IFRS

9. Cash is placed with high credit rating financial institutions. Therefore, the Group’s management
believes that the impairment loss is insignificant.

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:

2022 2021
KD KD
Accounts receivable and other debit balances (excluding
advance payments to suppliers) 12,591,351 15,395,837
Due from related parties - 1,384,216
Term deposits 2,800,000 2,500,000
Banks balances and cash 3,369,978 1,754,387
18,761,329 21,034,440

Credit concentration risk

Concentration arises when a number of counterparties are engaged in similar business activities, or
activities in the same geographic region, or have similar economic features that would cause their ability
to meet contractual obligations to be similarly affected by charge in economic, political or other
conditions. Concentration indicates the relative sensitivity of the Group’s performance to developments
affecting in particular industry or geographical location.

Analysis of the Group’s financial assets that are exposed to credit risk by geographic segment is as

follows:
2022 2021
KD KD
Geographical segment:
State of Kuwait 18,417,635 20,124,591
Middle East 343,694 909,849
18,761,329 21,034,440
Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments
associated with financial instruments.

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

The following table summarises the maturities of the Group’s undiscounted financial liabilities as at 31
December based on contractual payment dates and current market interest rates.

57



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 2022

30.

@

CAPITAL MANAGEMENT AND FINANCIAL RISK (CONTINUED)
Financial risk (Continued)
Liquidity risk (Continued)
Less than 3 3to12 More than
2022 ____months months one year Total
KD KD KD KD
Murabaha payable 7,246,653 - - 7,246,653
Accounts payable and other
credit balances (excluding
advance payments from
customers) 1,596,822 1,884,318 848,338 4,329,478
8,843,475 1,884318 848338 11,576,131
Less than 3 3to12 More than
2021 months months one year Total
KD KD KD KD
Murabaha payable 1,268,000 - - 1,268,000
Accounts payable and other
credit balances (excluding
advance payments from
customers) 1,607,429 2,554,947 1,932,677 6,095,053
2,875,429 2,554,947 1,932,677 7,363,053
Market risk
Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rate and
equity price will affect the Group’s income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.
The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange
rate and equity price.
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, OMR and EGP. 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 arising from the monetary asset

denominated in foreign currencies less monetary liabilities at the reporting date, and which are
translated into Kuwaiti Dinar as per the closing rates are as follows:
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(it)

(iii)

CAPITAL MANAGEMENT AND FINANCIAL RISK (CONTINUED)

Financial risk (Continued)
Market risk (Continued)

Foreign currency risk (Continued)

Currency 2022 2021
KD KD
(Equivalent) (Equivalent)
USD 125,276 269,468
SAR 4,221,977 4,121,046
AED (32,092) (22,547)
QR - 768,024
Euro (5,530) 183,881
OMR 87,745 85,402
EGP 1,223 1,223

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

Currency - 2022 2021
KD KD
(Equivalent) (Equivalent)
USD 6,264 13,473
SAR 211,099 206,052
AED (1,605) (1,127)
QR - 38,401
Euro (276) 9,194
OMR 4,387 4,270
EGP 61 61

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.

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 Group does not have any
floating interest bearing assets and liabilities.

Equity price 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 sensitivity 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:
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(i)

31.

CAPITAL MANAGEMENT AND FINANCIAL RISK (CONTINUED)
Financial risk (Continued)

Market risk (Continued)

Equity price risk (Continued)

2022
Effect on the
Increase against consolidated statement
Description equity price of profit or loss
% KD
Financial assets at fair value through profit or loss 5% 3,253
2021
Effect on the
Increase against consolidated statement
Description ) equity price of profit or loss
% KD
Financial assets at fair value through profit or loss 5% 4,221

FAIR VALUE MEASUREMENT

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 2022
and 2021 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 1 to 3 based on the degree to which
the fair value is observable:

Level 1: Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
Group can access at the measurement date.

Level 2: Inputs other than quoted prices included within level 1 that are observable for the asset or
liability, either directly 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 and non-financial assets are classified is determined based on the
lowest level of significant 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:

2022 Level 1 Level 2 Level 3 Total
KD KD KD KD

Financial assets
Financial assets at fair value through

other comprehensive income - 65,067 2,421,883 2,486,950
Financial assets at fair value through

profit or loss 35,585 - 2,676,818 2,712,403
Non-financial assets

Investment properties - 6,250,000 - 6,250,000
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2021 Level 1 Level 2 ~ Level 3 Total
KD KD KD KD

Financial assets
Financial assets at fair value through

other comprehensive income - 10,788 2,396,298 2,407,086
Financial assets at fair value through

profit or loss 84,424 - 2,653,456 2,737,880
Non-financial assets

Investment properties - 1,467,000 - 1,467,000

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

The level within which financial assets and liabilities are classified is determined based on the lowest
level of significant inputs which led to the measurement of the fair value.

If one or more of the significant inputs is not based on observable market data, the instrument is included
in level 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 and non-financial assets are

determined:
Fair value Valuation Significant Relationship of
As at 31 December Fair value techniques unobservable unobservable
Financial assets 2022 2021 level and key inputs inputs inputs to fair value
KD KD
Financial assets at fair
value through other
comprehensive income
The higher the
Market market price, the
Unquoted securities 65,067 10,788 Two comparative Market price higher the fair value
Discounted
Cash Flow The higher the
method Discount rate discount rate, the
Unquoted securities 2,421,883 2,396,298 Three (“DCF”) and growth rate  lower the fair value
Financial assets at fair
value through profit or
loss
Quoted securities 35,585 84,424 One Last bid price Nil Nil
Discounted
Cash Flow The higher the
method Discount rate discount rate, the
Unquoted securities 2,676,818 2,653,456 Three (“DCF”) and growth rate  lower the fair value
Non-financial assets
The higher the
market price, the
Market higher the fair
[nvestment Properties 6,250,000 1,467,000 Two comparative Market price value
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32.

33.

FAIR VALUE MEASUREMENT (CONTINUED)

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

Financial assets at fair value

through other
comprehensinve income
KD
2022
1 January 2022 2,396,298
Change in fair value 25,585
31 December 2022 2,421,883

Financial assets at fair value
through profit or loss

KD
2022
1 January 2022 2,653,456
Unrealised gain 23,362
31 December 2022 2,676,818
Financial assets at fair value
through other
comprehensinve income
KD
2021
Additions 2,384,376
Change in fair value 11,922
31 December 2021 2,396,298
Financial assets at fair value
through profit or loss
KD
2021
1 January 2022 4,985,562
Disposals (2,363,603)
Unrealised gain 31,497
31 December 2021 2,653,456
LEGAL CLAIMS

The Group has legal claims represented in legal claims filed by the Group against third parties and by
third parties against the Group. It is not possible to estimate the results that will arise from these legal
claims until they are ruled by courts. In the opinion of the legal counsel and Group’s management, these
claims will not have material adverse impact on the consolidated financial statements of the Group.
Accordingly, the Group did not make any additional provisions for these lawsuits because there are
enough provisions for them as at the date of the accompanying consolidated financial statements.

COMPARATIVE FIGURES

The comparative figures for the consolidated statement of profit or loss, consolidated statement of profit
or loss and other comprehensive income and consolidated statement of cash flows for the financial year
ended 31 December 2021 have been reclassified to conform with the current year presentation.
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