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Independent Anditors' Report

To the Shareholders of Kuwait Cement Company K.P.S.C.
State of Kuwait

Report on the Audit of the Consolidated Financial Statements

QOpinion

We have audited the accompanying consolidated financial statements of Kuwait Cement Company K.P.S.C.
(“the Parent Company”)-and subsidiaries, (“the Group™) which comprise the consolidated statement of
financial position as at 31 December 2016, and the consoclidated statement of income, consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the consolidated financial statements including
summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at 31 December 2016, and its consolidated financial
performance and cash flows for the year then ended in accordance with International Financial Reporting

Standards (“IFRSs™).
Basts of Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of
the Consolidated Financial Statements section of our repori. 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.

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 period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. We identified the following key audit matters:



Independent Auditors' Report

To the Shareholders of Kuwait Cement Company K.P.S.C. (continued)

State of Kuwait

Report on the Audit of the consolidated financial statements (continued)

Key Audit Matters (continued)

Impairment test of investment in an associate
Investments in associates include a quoted associate
stated at carrying value of KD 15,709,730 and its
fair value is KD 4,886,753, However, management
assessed operating value of the associate at end of
the financial year to determine whether there is any
impairment. It has been concluded that the
recoverable value of the associate is higher than its
carrying value at date of the consolidated financial
statements. This part was significant for our audit,
as the audit process is complex and depends on
judgments and estimates that are affected by the
unexpected future market conditions or economic
circumstances, especially those related to
expectations of cash flows and applied rates.

There are number of main significant judgments

taken in determining inputs for impairment model,

which include:

= Revenue Growth;

= Pre-tax rate used for deducting the projected cash
flows;

= Growth rate used to arrive at the terminal value.

See note 7 on the consolidated financial statements
for its related disclosures.

Valuation of available for sale financial assets and
their impairment

The assessment of investment in available for sale
financial assets is subjective in nature, in the first place
for instruments classified within level 2 and 3, because
it is assessed by inputs other than the quoted prices in
an active market. Fair value of available for sale
financial assets is determined by applying valuation
techniques, which often include practicing the
judgment by management and using assumptions and
estimates. Due to significance of available for sale
financial assets and its related uncertainty of estimates,
and whereas the audit process is complex and is based
on judgments and assumptions that are affected by the
unexpected future market positions or economic
conditions, further, the Group determines whether
there is an objective evidence on impairment of
individual investments classified as available for sale.
In such cases, the cumulative change in fair value from
consolidated statement of comprehensive income to
consolidated statement of income. Taking into
consideration the aspect of being subjective in nature
for each of valuation of instruments classified within
levels 2 and 3 and valuation of impairment. This
aspect was significant to our audit.

See note 8 on the consolidated financial statements for
its related disclosures.

How our audit addressed such matters

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

1-

Engaging our valuation experts to help in
valuation of appropriateness of the discount
rates applied and other assessment factors.
Valuation of appropriateness of the applied
projections on key inputs such as sales
volume, revenue growth rates and operating
costs which included comparison of such
inputs to data derived from external sources,
in addition to our assessment based on our
knowledge of the customer and segment.

We carried out a sensitivity analysis, which
included valuation of effect of the
reasonably possible decrease in the growth
rates and projected cash flows for
assessment of the effect on the currently
estimated usage value.

Valuation of adequacy of the disclosure in
note 7 to the financial statements, including
disclosures related to key estimates,
judgments and sensitivity.

How our audit addressed such matters

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

1. It was focused on carrying out procedures

to assess the applied techniques for
valuation of financial assets available for
sale. As part of our audit, we used our
valuation experts to help in valuation of
applied forms and assumptions.

We reviewed valuation of the Group with
regard to existence of objective evidences
on impairment of individual investments.

. Valuation of adequacy of the disclosure in

note 8 to the consolidated financial
statements, especially completeness and
accuracy of information and its related
sensitivity, as well as fair value disclosures
mentioned in note (3.3).



Independent Auditors' Report

To the Shareholders of Kuwait Cement Company K.P.S.C. (continued)
State of Kuwait

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

Other information

Management is responsible for the other information. The other information comprises the Board of
Directors report (but does not include the consolidated financial statements and our auditor’s report thereon)
and Group’s annual report. The annual report is expected to be made available to us after the date of this
auditor’s report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed concerning the other information we
received before date of our report, we conclude that there is a material misstatement of this other
information; we are required to report that fact. We have nothing to disclose 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 these 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.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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:

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

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



Independent Auditors' Report

To the Shareholders of Kuwait Cement Company K.P.S.C. (continued)
State of Kuwait

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

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

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

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditors’
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of auditors’ 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, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

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

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

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



Independent Auditors' Report
To the Shareholders of Kuwait Cement Company K.P.S.C. (continued)
State of Kuwait

Report on Other Legal and Regulatory Requirements

In our opinion, proper books of account have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company’s Board of Directors
relating to these consolidated financial statements, arc 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, 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,
nor of the Parent Company’s Memorandum of Incorporation and Articles of association, as amended, have
occurred during the financial year ended 31 December 2016 that might have had a material effect on the
business or financial position of the Parent Company. /
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Consolidated statement of financial position as at 31 December 2016
(All amounts are in Kuwaiti Dinars)

Note 2016 2015
Assets
Non-current assets
Property, plant and equipment 5 161,937,752 164,491,549
Intangible assets 132,915 103,167
Investment Properties 6 818,068 842,680
Investments in an associates 7 15,709,730 15,516,911
Available for sale investments 8 50,408,038 49,694,984
229,007,103 230,649,291
Currents assets
Inventories 9 16,367,871 14,990,160
Debtors and other debit balances 10 33,902,954 23,267,525
Investments at fair value through profit or loss 11 8,154,235 7,994,181
Cash and cash equivalents 12 12,956,415 16,477,096
71,381,475 62,728,962
Total assets 300,388,578 293,378,253
Equity and liabilities
Equity
Share capital 13 73,330,387 73,330,387
Share premium 26,675,810 26,675,810
Treasury shares 14 (13,497,645) (13,497,645)
Gains on sale of treasury shares 445,592 445,592
Statutory reserve 15 45,193,637 43,144,613
Voluntary reserve 16 40,231,148 38,182,124
General reserve 18,930,128 18,930,128
Change of fair value reserve (29.287,828) (28,694,013)
Group’s share in associates’ reserves (410,163) {525,360}
Group’s share in foreign currency franslation reserve 117,162 120,851
Retained earnings 29,141,885 28,015,883
Equity attributable to equity holders of the Parent Company 190,870,113 186,128,370
Non-controlling interests 136,184 -
Total equity 191,006,297 186,128,370
Liabilities
Non-current liabilities
Loans, bank facilities and murabaha i7 60,115,957 60,577,621
Provision for employees’ end of services indemnity 2,591,433 2,405,374
62,707,390 62,982,995
Current liabilities
Loans, bank facilities and murabaha 17 22,181,196 22,554,814
Payables and other credit balances 18 24,493,695 21,712,074
46,674,891 44,266,888
Total liabilities 109,382,281 107,249,883
Total equity and liabilities 300,388,578 293,378 253

The acco;

Rashed AbdulaZiz Al-Rashed
Chairman

notes form an integral part of these consolidated financi

statements.”

/2-1

—
ulaiman Khali FGhunaim

Vice Chairman
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Consolidated statement of income for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars)

Note 2016 2015

Sales 98,515,714 92,616,249
Cost of sales 19 (73,628,253) (67,853,817)
Gross profit 24,887,461 24,762,432
Other operating income/(expense) 20 114,656 {430,615)
Selling, general and administrative expenses (4,739,108) (4,503,361)
Operating profit 20,263,009 19,828,456
Provision for doubtful debts 10 (294,161) (304,284)
Finance charges (2,918,405) (2,746,264)
Interest income 24,800 39,861
Net gains on investments 21 2,966,027 3,224,347
Group’s share of associates’ results 7 459,400 137,055
Net profit before deductions 20,500,670 20,179,171
Contribution to Kuwait Foundation for the Advancement of

Sciences {181,450) (190,679)
National Labour Support Tax {451,911) (440,724)
Zakat (180,764) (113,075)
Board of Directors’ remuneration {190,000) (140,000)
Net profit for the year 19,496,545 19,294,693
Attributable to:

Shareholders of the Parent Company 19,486,113 19,294,693
Non-controlling interests 10,432 -
Net profit for the year 19,496,545 19,294,693
Basic and diluted earnings per share (Fils) 22 27.33 27.06

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated statement of comprehensive income for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars)

Note 2016 2015
Net profit for the year 19,496,545 19,294 693
Other comprehensive loss items
Items that may be reclassified subsequently to the
consolidated statement of income.
Available for sale investments:
Net unrealized losses from available for sale investments (573,369) (14,396,365)
Transferred to consolidated statement of income from sale of
available for sale investments (20,759) {(5,605)
(594,128) (14,401,970)
Investments in associates:
Group’s share in associates’ reserves 7 115,197 167,384
115,197 167,384
Differences of translation of financial statements with
foreign currencies:
Group’s share in foreign currency translation reserve (3,716) 88,349
Total other comprehensive loss items for the year (482,647) (14,146,237)
Total comprehensive income for the year 19,013,898 5,148,456
Attributable to:
Shareholders of the Parent Company 19,003,806 5,148,456
Non-controlling interests 10,092 -
19.013,898 5,148,456

The accompanying notes form an integral part of these consolidated financial statements.
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Kuwait Cement Company K.P.S.C.
and its subsidiaries
State of Kuwait
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Kuwair Cenent Gompant:
Consolidated statement of cash flows for the year ended 31 December 2016

(41l amounts are in Kuwaiti Dinars)

Note 2016 2015
Cash flows from operating activities
Net profit for the year 19,496,545 19,294,693
Adjustments:
Depreciations and amortizations 7,524,715 4,547,570
Provision for doubtful debts 10 294,161 304,284
Finance charges 2,918,405 2,746,264
Interest income (24,800) (39,861)
Net gains on investments 21 (3,071,756) (3,339,950)
Group’s share of associates’ results 7 (459,400) (137,055)
Provision for employees’ end of services indemnity 186,059 149,470
Net operating profit before working capital changes 26,863,929 23,525,415
Inventories (1,377,711) 1,150,517
Debtors and other debit balances (10,929,590) 738,820
Investments at fair value through profit or loss 56,667 1,219,817
Payables and other credit balances 2,821,339 (334,550)
Net cash generated from operating activities 17,434,634 26,300,019
Cash Flow from investing activities
Paid for purchase of property, plant and equipment (5,010,951) (6,879,697)
Proceeds from disposal of property, plant and equipment 75,575 47,305
Paid for purchase of intangible assets (42,909) (27,736)
Proceeds from sale of Intangible assets 633 -
Paid for purchase of available sale investments (2,306,593) (227,842)
Proceeds on sale of available for sale investments 1,248,445 492 407
Deposits with financial institutions 528,959 (528,959)
Dividends received 2,988,092 3,439,734
Interest income received 24,300 39,861

Net cash used in investment activities

Cash flow from financing activities

(2,493,949)

(3,644,927)

Withdrawn from loans, bank facilities and murabaha 39,275,951 19,678,642
Settlement on loans, bank facilities and murabaha {40,135,920) {26,411,929)
Finance charges paid (2,918,405) (2,960,934)
Dividends paid (14,279,785) (12,761,430)
Net change in non-controlling interests 125,752 -
Net cash used in financing activities {17,932,407) {22,455,651)
Net change in cash and cash equivalents (2,991,722) 199,441
Cash and cash equivalents at beginning of the year 15,948,137 15,748,696
Cash and cash equivalents at end of the year 12 12,956,415 15,948,137

The accompanying notes form an integra! part of these consolidated financial statements.
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Notes to the consolidated financial statements for the year ended 31 December 2016
{All amounts are in Kuwaiti Dinars)

1. Incorporation and activities

Kuwait Cement Company K.P.S.C. “the Parent Company” is a Kuwaiti Shareholding Company
incorporated as per the Amiri Decree issued on 5 November 1968. The Parent Company’s shares
were listed on Kuwait Stock Exchange on 29 September 1984.

The Parent Company’s objectives are as follows:

1. Establishing a project for the production of ordinary cement, sulphate resisting portland cement
and portland cement for industrial purposes and all kinds of cement at large.

2. Construction of factories and laboratories needed for achieving the Parent Company’s
objectives.

3. Dealing in all types of products, materials, tools and machinery relating to the Parent
Company’s activity and transferring them locally or abroad.

4. Participating or having interest in any aspect in other companies conducting similar activities or
which may assist the Parent Company in achieving its objectives in Kuwait or abroad. The
company may as well acquire such companies or affiliate them. The company may also
participate in incorporation of real estate companies.

5. Utilizing the financial surpluses of the Parent Company by investing and developing them
locally and globally in financial and real estate portfolios and investing the Company’s funds by
participating in incorporation of companies of all types and with different purposes and in
investment funds, inside Kuwait or abroad, to be managed by specialized companies and
entities.

The Parent Company’s main office is located in Sharq, Al Sawaber area, Shuhada Street, Cement
House, P.O. Box 20581, Safat 13066, State of Kuwait.

The consolidated financial statements include the financial statements of the Parent Company and
its subsidiaries together referred to as “the Group”.

Legal Activity Country of % of ownership
Name of the company: Entity Principal Incorporation 2016 2015
Shuwaikh Cement Company K.S.CC. Industrial Kuwait 99.250 99.250
Amwaj Real Estate Company K.S.CC. Real Estate Kuwait 96.000 96.000
Kuwait Cement Ready-mix Company K.8.C.C. Industrial Kuwait 99.844 99.844

The consolidated financial statements were prepared using the audited financial statements of
subsidiaries as at 31 December 2016.

The subsidiaries’ total assets amounted to KD 34,849,059 as at 31 December 2016 (31 December
2015: 27,470,471) and their net profits amounted to KD 1,896,261 for the year ended 31 December
2016 (31 December 2015: KD 974,169).

The Companies’ Law was issued on 24 January 2016 by Decree Law No. 1 of 2016 (the
“Companies Law”), which was published in the official gazette on 1 February 2016, and cancelled
Decree Companies Law No. 25 of 2012 as amended. This Law shall be applicable as of 26
November 2012. The executive regulations of this law has been issued and published in the Official
Gazette on 17 July 2016.

The consolidated financial statements for the year ended on 31 December 2016 were authorized for
issue by the Board of Directors of the Parent Company on 15 March 2017 and are subject to
approval of the General Assembly of Shareholders.
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Kuwair Cemenr Compnny:

Notes to the consolidated financial statements for the year ended 31 December 2016
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(All amounts are in Kuwaiti Dinars)

Basis of preparation and significant accounting policies
Basis of preparation

These consolidated financial statements have been prepared in accordance with the International
Financial Reporting Standards (iFKRS). These consolidated financiai statements have been prepared
on the historical cost basis except for certain financial instruments that are measured at fair values,
as explained in the accounting policies below.

New and revised standards
New standards, interpretations and amendments effective from 1 January 2016

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

IFRS 14 — Regulatory Deferral Accounts

This standard, effective for an entity's first annual IFRS financial statements for a period beginning
on or after 1 January 2016, permits an entity which is a first-time adopter of International Financial
Reporting Standards to continue to account, with some limited changes, for 'regulatory deferral
account balances' in accordance with its previous accounting standards, both on initial adoption of
IFRS and in subsequent financial statements. Regulatory deferral account balances, and movements
in them, are presented separately in the statement of financial position and statement of profit or
loss and other comprehensive income, and specific disclosures are required. Since the group is an
existing IFRS preparer, this standard would not apply.

Amendments to IFRS 11 — Accounting for acquisition of interests in joint operations

The amendments clarify the accounting for acquisitions of an interest in a joint operation when the
operation constitutes a business requiring the acquirer to apply all the principles on business
combinations accounting in IFRS 3 and other IFRSs. The amendments are effective prospectively
for annual periods beginning on or after 1 January 2016, with earlier application being permitted.
These amendments are not expected to have any material impact on the Group.

Amendments_to IAS 16 and IAS 38 — Clarification of acceptable methods of depreciation and

amortisgiion

The amendments to these standards which are effective for annual periods beginning on or after 1
January 2016 clarify that the determination of the accumulated depreciation or amortisation under
the revaluation method does not depend on the selection of the valuation technique. They also
clarify that the accumulated depreciation or amortisation is computed as the difference between the
gross and the net carrying amounts. Consequently, when the residual value, the useful life or the
depreciation or amortisation method has been re-estimated before a revaluation, restatement of the
accumulated depreciation or amortisation is not proportionate to the change in the gross carrying
amount of the asset. These amendments are not expected to have any material impact on the Group.
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Amendments to 145 27 — Eguity method in separate financial statements

The amendment, effective for annual periods beginning on or after 1 January 2016, allow entities to
use the equity method to account for investments in subsidiaries, joint ventures and associates in
their separate financial statements. Entities already applying TFRS and electing to change to the
equity method in its separate financial statements will have to apply that change retrospectively.
These amendments are not expected to have any material impact on the Group.

Amendments to 4S8 16 and IAS 41 Agriculture: Bearer Plants

The amendments to these standards which are effective for annual periods beginning on or after 1
January 2016 require that bearer plants (a subset of biological assets used solely to grow produce
over several periods) should be accounted for in the same way as property, plant and equipment in
TAS 16 because their operation is similar to that of manufacturing, unlike all other biological assets
related to agricultural activity which are measured at fair value less cost to sell. Consequently, the
amendments include them within the scope of IAS 16, instead of [AS 41, and the produce growing
on bearer plants will remain within the scope of IAS 41. These amendments are not expected to
have any impact to the Group as the Group does not have any bearer plants.

Annual Improvements to IFRSs 2012-2014 Cycle:
These improvements are effective from 1 January 2016 and are not expected to have a material
impact on the Group. They include:

Amendments to IFRS 5 — Non Current Assets Held for Sale and Discounted Operations

When an asset (or disposal Group) is reclassified from ‘held for sale’ to ‘held for distribution’ or
vice versa, this does not constitute a change to a plan of sale or distribution and does not have to be
accounted for as such.

Amendments to IFRS 7 — Financial Instruments: Disclosures

Specific guidance for transferred financial assets to help management determine whether the terms
of a servicing arrangement constitute ‘continuing involvement’ and, therefore, whether the asset
qualifies for derecognition. Additional disclosures relating to the offsetting of financial assets and
financial liabilities only need to be included in interim reports if required by IAS 34.

Amendments to IAS 19 Employee benefits
When determining the discount rate for post-employment benefit obligations, it is the currency that
the liabilities are denominated in that is important and not the country where they arise.

Amendments to 145 34 — Interim Financial Reporting

What is meant by the reference in the standard to ‘information disclosed elsewhere in the interim
financial report” and adds a requirement to cross-reference from the interim financial statements to
the location of that information.

Amendments to IAS I Disclosure Initiative

The amendments to this standard which are effective for annual periods beginning on or after 1

January 2016 clarify some judgments used in the presentation of the financial reports. The

amendments make changes about:

e Materiality, where it clarifies that, (1)} information should not be obscured by aggregating or by
providing immaterial information, (2) materiality considerations apply to all parts of the
financial statements, and (3) even when a standard requires a specific disclosure, materiality
considerations do apply.
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(b)

o Statement of financial position and statement of profit or loss and other comprehensive
income, where they (1) introduce a clarification that the list of line items to be presented in
these statements can be disaggregated and aggregated as relevant. They introduce additional
guidance on subtotals in these statements as well, and (2) clarify that an entity's share of other
comprehensive income of equity accounted associates and joint ventures should be presented
in aggregate as single line items based on whether or not it wiil subsequently be reclassified to
profit or loss.

e  Notes, where they add additional examples of possible ways of ordering the notes to clarify
that understandability and comparability should be considered when determining the order of
the notes.

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

Amendments to IFRS 10, IFRS 12, and IAS 28 — Investment Entities: Applving the Consolidated
Exception

The amendments to these standards which are effective for annual periods beginning on or after 1
January 2016 confirm that the exemption from preparing consolidated financial statements under
IFRS 10 continues to be available to a parent entity that is a subsidiary of an investment entity, even
if the investment entity measures its subsidiaries at fair value in accordance with IFRS 10.
However, the subsidiary shall be consolidated if it provides investment-related services or activities
to the investment entity. The amendments clarify that this exception only applies to subsidiaries that
are not themselves investment entities and whose main purpose are to provide services and
activities that are related to the investment activities of the investment entity parent. All other
subsidiaries of an investment entity should be measured at fair value.

Consequential amendments have been made to IAS 28 to confirm that the exemption from applying
the equity method is also applicable to an investor in an associate or joint venture if that investor is
a subsidiary of an investment entity, even if the investment entity parent measures all its
subsidiaries at fair value. IAS 28 has been also amended to permit an entity to retain the fair value
measurement applied by an associate or joint venture that is an investment entity to its interests in
subsidiaries rather than applying uniform accounting policies.

Amendments to [FRS 12 clarified that an investment entity that measures all its subsidiaries at fair
value should provide the IFRS 12 disclosures related to investment entities. These amendments are
not expected to have any material impact on the Group.

Standards and interpretations issued but not effective

The following new and amended 1ASB Standards have been issued but are not yet effective, and
have not been adopted by the Group:

IFRS 9 Financial Instruments

The standard, effective for annual periods beginning on or after 1 January 2018, replaces the
existing guidance in IAS 39 Financial Instruments: Recognition and Measurement. IFRS 9 specifies
how an entity should classify and measure its financial instruments and includes a new expected
credit loss model for calculating impairment of financial assets and the new general hedge
accounting requircments. It also carries forward the guidance on recognition and recognition of
financial instruments from IAS 39.
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The Directors of the Parent Company anticipate that the application of IFRS 9 in the future may not
have a material impact on amounts reported in respect of the Company's financial assets and
financial liabilities. However, it is not practicable to provide a reasonable estimate of the effect of
IFRS 9 until the Company undertakes a detailed review.

IFRS 15 — Revenue from coniract with customers

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

¢ JAS 18 — Revenue,

e JAS 11 ~ Construction Contracts,

IFRIC 13 — Customer Loyalty Programs,

IFRIC 15 — Agreements for the Construction of Real Estate,

IFRIC 18 — Transfers of Assets from Customers, and,

SIC 31 — Revenue — Barter Transactions Involving Advertising Services

The Group is currently assessing the impact of IFRS 15 and plans to adopt the new standard on the
required effective date.

IFRS 16: Leases

This standard becomes effective for annual periods beginning on or after 1 January 2019. This
standard replaces IAS 17 “lease” as it requires tenants to recognize all leases in the balance sheet in
a similar way to finance leases as per IAS 17 with limited exceptions for impaired assets and short
term leases. As at the date of commencement of the lease, the tenant will acknowledge commitment
of paying the lease payments, and a principal amount represents the right to use the concerned
principal during lease period.

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

Amendments to I4S 12: Recognition of deferred tax assets for unrealized losses

The amendments to this standard which are effective retrospectively for annual periods beginning
on or after 1 January 2017 clarify that any entity needs to look into whether the tax law limits
sources of the taxable profits in return for deducting the amendment resulting from temporary tax
differences. Further, the amendments provide guidelines on the way that the entity shall determine
the future taxable profits, and explanation of circumstances where the taxable profit may contain
redemption of some assets at more than their carrying value.

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

Amendments to IAS 7: Disclosure Initiative

The amendment to this standard, which is effective prospectively for annual periods beginning on
or after 1 January 2017, requires the entity to provide disclosures to enable users of the financial
statements to assess the changes in liabilities resulted from financing activities, including the
changes resulted from cash flows and non-cash changes. Early application of this amendment is
permitted.

These amendments are not expected to have any material impact on the Group.
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2.3

2.3.1

Amendments to IFRS 2. Classification and measurement of share-based payment transactions.

This amendment will become effective for annual periods beginning on or after 1 January 2018.

These amendments address three main aspects as follows:

e Impact of vesting conditions on cash settlements for share-based payment transactions.

o Classification of share-based payment transactions with features of settlement (net) for deducted
tax commitments.

¢ Accounting, whereas amendment of items and conditions of share-based payment transactions
changes its classification from cash settlement to equity settlement.

These amendments are not expected to have any material impact on the Group.
Significant accounting policies
Basis of consolidation

Subsidiaries

The consolidated financial statements incorporate the financial statements of the Parent Company
and entities controlled by the Parent Company and its subsidiaries. Control exists when the parent
company has: {a) power over an investee, (b) exposure, or rights, to variable returns from its
involvement with the investee, and (c) the ability to use its power over the investee to affect the
amount of the investor's returns.

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

Consolidation of a subsidiary begins when the Parent Company obtains control over the subsidiary
and ceases when the Parent Company losses control over subsidiary. Specifically, income and
expenses of subsidiary acquired or disposed of during the year are included in the consolidated
statement of income or other comprehensive income from the date the Company gains control until
the date when Company ceases to control the subsidiary.

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

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

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

Changes in the Group's ownership interests in subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity transactions. The carrying amounts of the
Group's interests and the non-controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between the amount by which the non-
controlling interests are adjusted and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the Company.

11
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When the Group loses control of a subsidiary, the profit or loss on disposal is stated in the
consolidated statement of income and is calculated as the difference between:

a) The aggregate of the fair value of the consideration received and the fair value of any retained
interest and

b) The previous carrying amount of the assets (including goodwill), and liabilities of the subsidiary
and any non-controlling interests.

All amounts previously recognised in other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the related assets or liabilities of the
subsidiary. The fair value of any investment retained in the former subsidiary at the date when
control is lost is regarded as the fair value on initial recognition for subsequent accounting under
IAS 39, when applicable, the cost on initial recognition of an investment in an associate or a joint
venture.

Business combinations

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

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

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 over the net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If 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, the excess is recognised immediately in consolidated statement of income
as a bargain purchase gain.

Non-controlling interests may be initially measured either at fair value or at the non-controlling
interests' proportionate share of the recognised amounts of the acquiree's identifiable net assets. The
choice of measurement basis is made on a transaction-by-transaction basis.

When a business combination is achieved in stages, the Group's previously held equity interest in
the acquiree is remecasured to fair valuc 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 income.
Amounts arising from interests in the acquiree prior to the acquisition date that have previously
been recognised in consolidated comprehensive income are reclassified to consolidated statement of
income where such treatment would be appropriate if that interest were disposed of.

12
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Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash-generating
units {or groups of cash-generating units) that is expected to benefit from the synergies of the
combination.

Cash-generating units to which goodwill has been allocated are tested for impairment annually, or
more frequently when there is an indication that the unit may be impaired.

If the recoverable amount of the cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit pro rata based on the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised directly in the consolidated statement of
income. An impairment loss recognised for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in
the determination of the profit or loss on disposal.

Investments in associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but is not control
or joint control over those policies

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the contractually
agreed sharing of control of an arrangement, which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing control.

The considerations made in determining significant influence or joint control are similar to those
necessary to determine control over subsidiaries. The Group’s investments in its associate and joint
venture are accounted for using the equity method.

Under the equity method, the investment in an associate or a joint venture is initially recognised at
cost. The carrying amount of the investment is adjusted to recognise changes in the Group’s share
of net assets of the associate or joint venture since the acquisition date. Goodwill relating to the
associate or joint venture is included in the carrying amount of the investment and is neither
amortized nor individually tested for impairment. The consolidated statement of income reflects the
Group’s share of the results of operations of the associate or joint venture. Any change in OCI of
those investees is presented as part of the Group’s comprehensive statement of income. In addition,
when there has been a change recognised directly in the equity of the associate or joint venture, the
Group recognizes its share of any changes, when applicable, in the consolidated statement of
changes in equity. Unrealized profits and losses resulting from transactions between the Group and
the associate or joint venture are eliminated to the extent of the interest in the associate or joint
venture. The aggregate of the Group’s share of results of an associate and a joint venture is shown
on the face of the consolidated statement of income outside operating profit and represents profit or
loss after tax and non-controlling interests in the subsidiaries of the associate or joint venture. The
financial statements of the associate or joint venture are prepared for the same reporting period as
the Group. When necessary, adjustments are made to bring the accounting policies in line with
those of the Group.
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After application of the equity method, the Group determines whether it is necessary to recognise
an impairment loss on its investment in its associate or joint venture. At each reporting date, the
Group determines whether there is objective evidence that the investment in the associate or joint
venture is impaired. If there is such evidence, the Group calculates the amount of impairment as the
difference between the recoverable amount of the associate or joint venture and its carrying value,
then recognises the loss as ‘Impairment of an associate and a joint venture’ in the consolidated
statement of income.

Upon loss of significant influence over the associate or joint control over the joint venture, the
Group measures and recognises any retained investment at its fair value. Any difference between
the carrying amount of the associate or joint venture upon loss of significant influence or joint
control and the fair value of the retained investment and proceeds from disposal is recognised in
consolidated statement of income.

Property, plant and equipment

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

Property, plant, and equipment are depreciated on a straight-line basis over the estimated useful
lives as follows:

Useful life
Buildings 10-35 years
Machinery & equipment 7-25 years

Motor vehicles, computers & furniture  1-7 years

The asset’s residual values, useful life and depreciation method is reviewed periodically to ensure
that the method and period of depreciation are consistent with the expected pattern of economic
benefits from items of property, plant and equipment. A change in the estimated useful life of a
property, plant and equipment is applied at the beginning of the year of change prospectively.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

Gains or losses on disposals are determined by the difference between the net sales proceeds and
the net carrying amount of the asset and is recognised in the consolidated statement of income.
Work in progress is included in property, plant and equipment in the consolidated statement of
financial position until they are completed and ready for their intended use, at that time, they are
reclassified under similar assets and the depreciation commences.

Intangibie assets
Intangible assets with definite life, which are separately acquired, are carried at cost less

accumulated amortization and impairment losses if any. Amortization is charged on a straight-line
basis over the estimated useful lives.
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2.3.35

The useful live and amortization methods are reviewed at the end of each financial year. Changes in
estimations are accounted for as at the beginning of the financial year in which the change occurred.
Intangible assets with infinite life, which are separately acquired, are carried at cost less impairment
losses if any.

Intangible assets are removed on disposal or when it is proved that there will not be any future
benefit resuiting from use of these assets. The profit and loss resulting from disposal are measured
by the difference between the net proceeds and carrying value of the disposed asset and are then
recorded in the consolidated statement of income.

Investment Properties

Property that is held for long-term rental yields or for capital appreciation or both, and that is not
occupied by the company, is classified as investment property. Investment property also includes
property that is being constructed or developed for future use as investment property.

Investment properties are initially measured at cost, including transaction costs. Transaction costs
include professional fees for legal services and initial leasing commissions to bring the property to
the condition necessary for it to be capable of operating. The carrying amount also includes the cost
of replacing part of an existing investment property at the time that cost is incurred if the
recognition criteria are met.

Investment property is recorded at cost less impairment in value, if any. Land is not depreciated.
Building is depreciated using the straight line method over its estimated useful live of 10-20 years.

Investment property is derecognised when it has been disposed of or permanently withdrawn from
use and no future economic benefit is expected from its disposal. Gains or losses on the disposal of
investment property are determined as the difference between the carrying amount and the net
disposal proceeds. Any gains or losses on the retirement or disposal of investment property are
recognised in the consolidated statement of income in the year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use,
evidenced by the end of owner occupation or commencement of an operating lease. Transfers are
made from investment property when, and only when, there is a change in the use, evidenced by
commencement of owner occupation or commencement of development with a view to sale.

Impairment of tangible and intangible assets other than goodwill

The tangible and intangible assets are reviewed annually to determine whether there is any
indication that those assets have suffered impairment in value. 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). Intangible assets with indefinite useful lives and intangible assets not yet available for use
are tested for impairment annually, and whenever there is an indication that the asset may be
impaired.

The recoverable amount is the higher of an asset’s fair value less costs to sell or value in use.
Impairment losses are recognised in the consolidated statement of income for the period in which
they arise. When an impairment loss subsequently reverses, the carrying amount of the asset is
increased to the extent that it does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset in prior years.

A reversal of an impairment loss is recognised immediately in the consolidated statement of
income.
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2.3.6 Financial instruments

Financial assets and financial liabilities are recognised when a group entity becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair vaiue. Transaction costs that
are directly attributable to the acquisition or issue of financial assets and financial liabilities (other
than financial assets and financial liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the acquisition immediately in the statement
of income.

Financial assets

Financial assets are classified into the following specified categories: financial assets "at fair value
through profit or loss” “FVTPL”, held to maturity, ‘available-for-sale' (AFS) financial assets and
‘loans and receivables'. The classification depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition. All regular way purchases or sales of financial
assets are recognized and derecognized on a trade date basis. The Group has determined the
classification of its financial assets as follows:

Financial assets at fair value through profit or loss

Financial assets are classified at FVTPL where the financial asset is either held for trading or it is
designated at FVTPL. Financial assets at FVTPL are stated at fair value, with any resultant gains or
losses arising from remeasurement recognised in the consclidated statement of income. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short term.
Assets in this category are classified as current assets if expected to be settled within 12 months,
otherwise they are classified as non-current. The net gain or loss recognised in consolidated
statement of income incorporates any dividend or interest earned on the financial asset. Fair value is
determined in the manner described in (note 3.3).

Available for Sale (AFS) assets
AFS financial assets are non-derivatives which are not classified as (a) loans and receivables, (b)
held-to-maturity or (¢) financial assets at fair value through statement of income.

The financial assets available for sale are re-measured at fair value. Fair value is determined in the
manner described in (note 3.3).

Changes in the fair value of available-for-sale financial assets are recognized in other
comprehensive income and accumulated under the heading of changes in fair value reserve. When
available for sale assets are disposed of or is determined to be impaired, the cumulative profit or
loss previously recognized in changes in fair value reserve shall be transferred to the statement of
income.

AFS equity investments that do not have a quoted market price in an active market and whose fair
value cannot be reliably measured are measured at cost less any identified impairment losses at the
end of each reporting period.

Dividends on AFS equity instruments are recognized in the consolidated statement of income when

the Group's right to receive the dividends is established. Foreign exchange gains and losses are
recognized in other comprehensive income.

16



Kuwait Cement Company K.P.S.C.
and its subsidiaries

State of Kuwait TR
Kuwair Sement Comrany:

R

Notes to the consolidated financial statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dirars)

Loans and debtors

Loans and debtors are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables (including trade and other receivables and
cash with banks) are measured at amortized cost using the effective interest method, less any
impairment.

Impairment in value

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the end of
each reporting period. Impairment losses are recognized in the consolidated statement of income
directly when there is objective evidence that, as a result of one or more events that occurred after
the initial recognition of such assets, that the estimated cash flows of such asset will be affected.

For AFS investments, a significant or prolonged decline in the fair value of the security below its
cost is considered to be objective evidence of impairment.

For financial assets carried at amortized cost, the amount of the impairment is the difference
between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s average effective interest rate.

For financial assets carried at cost, the amount of the impairment loss is measured as the difference
between the asset's carrying amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial asset.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced
through the use of doubtful debts allowance. When a trade receivable is considered uncollectible, it
is written off against the allowance account. Subsequent recoveries of amounts previously written
off are credited to the consolidated statement of income.

When AFS financial assets are impaired, the accumulated gains and losses previously recognized in
the statement of other comprehensive income are reclassified to the consolidated statement of
income for the period.

For financial instruments that are measured at amortized cost, in case of any positive change in the
period subsequent to the impairment losses, which can be related objectively to an event occurring
after the impairment was recognized, the previously recognized impairment loss is reversed through
the consolidated statement of income to the extent that the carrying amount of the income at the
date the impairment is reversed does not exceed what the amortized cost would have been had the
impairment not been recognized.

In respect of AFS equity securities, impairment losses previously recognized in consolidated
statement of income are not reversed through profit or loss, as any increase in fair value subsequent
to an impairment loss is recognized in other comprehensive statement of income.

Derecognition

The Group derecognizes a financia! asset only when the contractual rights to the cash flows from
the asset expire, or when it transfers the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity.
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2.3.9

The difference between the asset's carrying amount and the sum of the consideration received and
receivable and the cumulative gain or loss that had been recognized in other comprehensive income
and accumulated in equity is recognized in the consolidated statement of income.

Financial liabilities

Financial liabilities (including borrowings;, payables and other credit balances) are recognized
initially at fair value, net of transaction costs incurred subsequently measured at amortized cost
using the effective interest method.

Derecognition

The Group derecognises financial liabilities when, and only when, the Group's obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable is recognized in the consolidated
statement of income.

Offsetting
Financial assets and financial liabilities are only offset and the net amount reported in the

consolidated statement of financial position when there is a legally enforceable right to set off the
recognised amounts and the Group intends to settle on a net basis or realize the asset and settle the
liability simultancously.

Inventories

Inventories are held at lower of cost and net realizable value. Raw materials cost is determined on a
weighted average cost basis. The cost of finished goods and goods in process includes direct
materials, direct labor and fixed and variable manufacturing overhead and other costs incurred in
bringing inventories to their present location and condition. Net realizable value is the estimated
selling prices less all the estimated costs of completion and costs necessary to make the sale.

Employees’ end of service indemnity

The Group is liable under Kuwait Labor Law to make payments under defined benefit plans to
employees at termination of employment. Regarding the labor in other countries; the indemnity is
calculated based on law identified in these countries. Such payment is made on a lump sum basis at
the end of an employee service. This liability is un-funded and is computed based on amount
payable that would arise on involuntary termination of all employees on the consolidated financial
statements date. The management expects this method to produce a reliable approximation of the
present value of the Goup’s liability.

Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provisions are measured at the present value of the
consideration expected to be required to settle the obligation using a rate that reflects current market
assessments of the time value of money and the risks specific to the obiigation.
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2.3.10 Treasury shares

2.3.11

23.12

Treasury shares represent the Company’s own shares that have been issued, subsequently purchased
by the Group and were not reissued or cancelled till the consolidated financial statements date.
Treasury shares are accounted for using the cost method, where the total cost of the shares acquired
is reported as a contra account within equity. When the treasury shares are disposed; gains are
credited to a separate un-distributable account in equity “gain on sale of treasury shares". Any
realized losses are charged to the same account in the limit of its credit balance, any additional
losses are charged to retained earnings and then to reserves then to share premivm. Gains realized
subsequently on the sale of treasury shares are first used to offset any previously recorded losses in
reserves, retained earnings and the gain on sale of treasury shares.

Foreign currency

Functional and presentation currency

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 consolidated financial statements are presented in Kuwaiti Dinars (“KID”).

Transactions and balances

Foreign currency transactions are translated into Kuwaiti Dinars using the exchange rates prevailing
at the dates of the transactions. Monetary items denominated in foreign currencies are retranslated
at the rates prevailing at the consolidated financial statements date.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the consolidated statement of income.

Group companies

The results and financial position of all the Group entities that have a functional currency different
from the presentation currency (except those companies that operate in countries with high inflation
rate) are translated into the presentation currency as follows:

e Assets and liabilities for each statement of financial position presented are translated at the
closing rate at the date of the consolidated financial statements.

* Income and expenses for each statement of income are translated at average exchange rates;
and

& All resulting exchange differences are recognised as a separate component of the statement of
equity.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates and other similar allowances and after elimination
of intra-group sales.

¢ Revenues from sale of goods are recognised when the significant risks and rewards of
ownership have been transferred to the buyer.These risks and rewards are transferred generally
to the buyer on delivery and legal title is passed.

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

o Interest income from deposits is recognised on time basis and other revenues are recognised on
an accrual basis.
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23.13

2.3.14

2.3.15

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or saie.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Leasing

Leases are classified as finance leases whenever the terms of the Icase transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease. Finance lease income is allocated to accounting periods so as to reflect a constant
periodic rate of return on the Group's net investment outstanding in respect of the leases.

The Group as lessee

Assets held under finance leases are initially recognised in the consolidated statement of financial
position as assets for the group at its fair value at the beginning of lease or, if it was less, at the
current value estimated for the minimum of amounts paid for lease. The corresponding liability to
the lessor is included in the consolidated statement of financial position as a finance lease
obligation. Operating lease payments are recognised as an expense in the statement of income on a
straight-line basis over the lease term.

Dividends

Dividend distribution to the Company’s shareholders is recognized as a liability in the consolidated
financial statements in the period in which the dividends are approved by the shareholders.

Risk Management

Financial risk

The activities of the Group expose it to a set of financial risks, which are market risk, which inciude
(foreign currency risk and risks of change in fair value resulting from the change in interest rates,
and risks of fluctuations in cash flows resulting from the change in interest rates, and price risk) in
addition to credit risk and liquidity risk.

The Group’s management for these financial risks is concentrated in the continuous evaluation of
market conditions and trends and the management’s assessment of the changes to long and short-
term market factors.

Market risk
Foreign currency risk
The Group is exposed to foreign currency risk resulting primarily from dealing with financial

instruments in US Dollar. The foreign currency risk results from future transactions and from the
assets and liabilities denominated with different currency other than the functional currency.
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The Group has set policies to manage foreign currency risk represented in close monitoring of the
change in currency rate, in addition to monitoring the effect of such changes on the financial
position of the Group. Also, the use of hedging instruments to cover for the exchange rate risk of
some foreign currencies over the year.

The Group is exposed to foreign currency risk resuiting primarily from transiation of assets and
liabilities in foreign currency such as cash and cash equivalents, investments, payables, loans, bank
facilities and Murabaha.

The following is the value of net positions of US Dollar as at the consolidated financial statements
date:
2016 2015

Net positions of US Dollar (201,483) (8.147,034)

In case the US Dollar decrease / increase by 5% against the Kuwait Dinar, while all other variables
are held constant, the Group’s net profits will increase/decrease by KD 10,074 for the year ended 31
December 2016 (31 December 2015: KD 407,352).

Price risk

The Group is exposed to price risk through its investments classified in the consolidated financial
statements as available for sale investments, or financial investments at fair value through profit or
loss.

The Group manages this risk by diversifying its investments on the basis of pre-determined asset
allocation across various categories, continuous appraisal of market conditions and trends and
management’s estimate of long term changes in fair value. Also the Group keeps its investments at
specialised investment companies which manage these investments.

The Group monitors the management of the investment portfolios through monthly periodic reports
provided by the portfolio managers of these portfolios and takes the necessary actions when
required to minimise the expected market risk of these investments.

The table below summarizes the impact of the decrease in the Kuwait Stock Exchange “KSE” index
on the Group’s net profit for the year and consolidated statement of comprehensive income. This
analysis is based on the assumption that the KSE changes by £5% with all other variables held

constant.
Effect on consolidated
Effect on consolidated statement of
statement of income comprehensive income
2016 2015 2016 2015
Investments at fair value through
profit or loss 71,205 73,191 - -
Available for sale investments - - 2,272,347 2,271,887

Cash flow and fair value fluctuation risk resulting from the change in interest rate:
As the Group has no significant interest-bearing assets, the Group’s income and operating cash
flows are independent of interest rate risks.
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b)

The Group’s interest rate risk arises from long-term borrowings. The Group has floating and fixed
interest bearing loans.

The Group analyses its interest rate exposure on a dynamic basis. Various scenarios are simulated
taking into consideration refinancing, renewal of existing borrowings and alternative borrowing.

At 31 December 2016, if the interest rate on US Dollar bank facilities, loans and murabaha had
been 0.20% higher with all other variables held constant, net profits for the year would have been
lower by KD 16,812 (31 December 2015: KD 33,731).

Credit risk

This represents the inability of one party to the financial instrument to meet its liabilities on
maturity date, resulting into financial losses to the other party. The Group’s credit risk is highly
concentrated in receivables and cash and cash equivalents; the Group manages and follows up the
credit risk as follows:
Dealing with customers, with good credit worthiness and reputation, related parties and
government bodies.
- Diversification of the customer base and avoiding centralization.
- Obtaining bank guarantees from customers to the company issued by high credit rating banks
and irrecoverable letters of credit.
- Transacting with financial institutions with high credit reputation.

Liquidity risk

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

The ultimate responsibility of managing the liquidity risk is kept with the Board of Directors. The
Group manages the liquidity by keeping appropriate reserves and obtaining bank credit facilities. In
addition to continuous monitoring of the expected and actual cash flows and a comparison of
maturity dates of financial assets and liabilities.

The following are the maturity dates of undiscounted financial liabilitics of the Group as of 31
December:

2016
Within one More than one More than
year up to three years  three years
Loans, bank facilities and murabaha 21,279,852 56,081,560 11,083,509
Payables and other credit balances 24,493,695 - -
2015
‘Within one More than onpe More than
JEar up to three years  three years
Loans, bank facilities and murabaha 23,026,043 46,473,121 19,011,217
Payables and other credit balances 21,712,074 - -
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3.2 Capital risks

The Group manages its capital to ensure that entities in the Group will be able to continue as going
concerns while maximizing the return to stakeholders through the optimization of the debt and
equity balance.

The capital structure of the Group consists of net debt (loans, bank facilities and Murabaha offset
by cash and cash equivalents) and equity.

The Group aims to keep gearing ratio to total capital ranging from 20% to 30% determined as the
proportion of net debt to total capital.

The following shows the net debt to total capital as at 31 December:

2016 2015
Total loans, bank facilities and murabaha 82,297,153 83,132,435
(Less): Cash and cash equivalents (12,956,415) (15,948,137
Net debt 69,340,738 67,184,298
Total equity attributable to equity holders of Parent Company 190,870,113 186,128,370
Total capital 260,210,851 253,312,668
Net debt to total capital ratio (%) 26.65 26.52

33 Fair value estimation

The fair values of financial assets and liabilities are estimated as follows.

- Level 1: Quoted prices in active markets for quoted financial instruments.

- Level 2: Quoted prices in active markets for similar instruments. Quoted prices in inactive
markets for similar assets or liabilities. Valuation techniques based on observable
inputs other than quoted prices of financial instruments.

- Level 3: Inputs for the asset or liabilities that are not based on observable market data.

The table below gives information about how the fair values of the financial assets and liabilities
are determined:

Fair value Relationship
As at 31 December of
Fair Valuation Significant nunobservable
Financial value teckniques and observable inputs to fair
assets 2016 2015 level key inputs inputs value
Available for sale
investmenis:
Quoted shares 46,366,700 45,437,748 First  Last bid price None None
Foreign Funds 711,048 918,875 Second Net asset value None None

Investments at fair

value through

profit or loss:

Local shares 1,106,442 1,150,770 Third Based on the latest None None
available financial
statements or on

the basis of the last

transaction
Local Funds 317,655 313,044 Second Netasset value None None
Foreign 6,730,138 6,530,367 Second Net asset value None None

investments
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Fair value of financial assets and liabilities of the Group not measured at fair value on a periodical
basis is as follows (provided that disclosing the fair value):

31 December 2016 31 December 2015
Carrying Carrying

vaiue Fair vaiue vaiue Fair vaiue
Financial assets
Debtors and other debit balances 33,902,954 33,902,954 23,267,525 23,267,525
Financial liabilities
Loans, bank facilities and murabaha 82,297,153 82,297,153 83,132,435 83,132,435
Payables and other credit balances 24,493,695 24,493,695 21,712,074 21,712,074
Total 106,790,848 106,790,848 104,844,509 104,844,509

Fair value hierarchy at 31 December 2016
Level 1 Level 2 Level 3 Total

Financial assets

Debtors and other debit balances - 33,902,954 33,902,954

Financial liabilities

Loans, bank facilities and murabaha - - 82,297,153 82,297,153
Payables and other credit balances - = 24 493,695 24,493,695
Total - - 106,790,848 106,790,848
Fair value hierarchy at 31 December 2015
Level 1 Level 2 Level 3 Total

Financial assets

Debtors and other debit balances - - 23,267,525 23,267,525
Financial liabilities

Loans, bank facilities and murabaha - - 83,132,435 83,132,435
Payables and other credit balances _ - - 21,712,074 21,712,074
Total - - 104,844,509 104,844,509

The fair value of financial assets and liabilities are categorized under level 3 below by using
recognized valuation technique such as discounted cash flows.
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4. Critical acconnting estimates and assumptions

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period of the revision and future periods if the revision
affects both current and future periods. The following are the key assumptions concerning the
future, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year.

Valuation of financial instruments

Certain assets and liabilities of the Group are measured at fair value for the purposes of preparing
the consolidated financial statements. Group management determines the main appropriate
techniques and inputs required for measuring the fair value. In determining the fair value of assets
and liabilities, management uses observable market data as appropriate. Information regarding the
required valuation techniques and inputs used to determine the fair value of assets and liabilities is
disclosed in note 3.3.

Impairment of inventories

The management assesses at the date of each consolidated financial position whether inventories
are impaired. On determining impairment, the management is required to make significant
Judgments including assessment of factors such as the nature of the industry and market conditions.

Impairment of receivables

Objective cvidence of impairment for a portfolio of receivables could include the Group's
experience of collecting payments, an increase in the number of delayed payments in the portfolio
past the average credit period, as well as observable changes in international and financial
economic conditions that correlate with default on receivables,

Contingent liabilities

Contingent liabilities arise as a result of a past events confirmed only by the occurrence or non-
occurrence of one or more of uncertain future events not wholly within the control of the entity.
Provisions for liabilities are recorded when a loss is considered probable and can be reasonably
estimated. The determination of whether or not a provision should be recorded for any potential
liabilities is based on management’s judgment.

Classification of investments
On acquisition of an investment, the Group has to decide whether it should be classified as carried
at fair value through profit or loss or as available for sale.

A financial asset is classified at fair value through profit or loss if acquired principally for the
purpose of generating short-term profit or if they are managed and their performance is evaluated
and reported internally on a fair value basis in accordance with a documented risk management or
investment strategy. All other investments are classified as available for sale.
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Impairment of investments

Management determines the impairment in equity instruments classified as available for sale when
there is a significant or prolonged decline in the fair value of these investments, the determination
of what is significant or prolonged requires judgment from management. The Group evaluates,
among other factors, the usual fluctuation of listed stock prices, expected cash flows and discount
rates of unquoted investments. Impairment is considered appropriate when there is objective
evidence on the deterioration of the financial position for the investee, including factors such as
industry and sector performance, changes in technology and operational and financing cash flows.
(Note 8) shows this effect on the consolidated financial statements.

Impairment of investment in associates

The Group calculates the amount of impairment as the difference between the recoverable amount
and its carrying value if there is any objective evidence that the investment in associates are
impaired. The estimation of recoverable amount requires the Group to make an estimate of the
expected future cash flows and selection of appropriate inputs for valuation.

Impairment of tangible assets and intangible assets

The Group reviews the tangible and intangible assets on a continuous basis to determine whether a
provision for impairment should be recorded in the consolidated statement of income. In particular,
considerable judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the level of provisions required. Such estimates are necessarily
based on assumptions about several factors involving varying degrees of judgment and uncertainty,
and actual results may differ resulting in future changes to such provisions.

Useful lives of property, plant and equipment

The Group’s management determines the estimated useful lives and the related depreciation for
property, plant and equipment. Group’s management increased the depreciation charge where the
useful lives are lower than previously estimated lives. The Group eliminates or writes down
obsolete or non-strategic assets which have been disposed or sold.
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5.
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Property, plant and equipment

Motor
vehicles,
Machinery computers
Land and and and Projects in
buildings equipment furniture Progress Total
Cost
At 1 January 2015 31,655,521 89,886,490 9,739,281 127,907,928 259,189,220
Additions 6,511 340,350 2,256,859 4,275,977 6,879,697
Transfers 49,106 140,537 - (189,643) -
Disposals - - (119,868) - {119,868)
Foreign currency translation
differences 31,851 130,116 13,146 2,851 177,964
At 31 December 2015 31,742,989 90,497,493 11,889,418 131,997,113 266,127,013
Additions 138,245 1,164,653 323,910 3,384,143 5,010,951
Transfers 21,142,692 111,012,597 1,210,998 (133,366,287) -
Disposals - (9,762) (57,106) (29,649) {96,517)
Foreign currency translation
differences 245 336 331 252 1,164
At 31 December 2016 53,024,171 202,665,317 13,367,551 1,985,572 271,042,611
Accumulated depreciation
At 1 January 2015 22,657,126 73,247,320 1,889,246 - 97,793,692
Charge for the year 656,381 2,377,550 732,591 - 3,766,522
Disposals - - (72,563) - (72,563}
Foreign currency translation
adjustments 26,852 110,782 10,179 - 147,813
At 31 December 2015 23,340,359 75,735,652 2,559,453 - 101,635,464
Charge for the year 1,386,292 5,033,444 1,068,439 - 7,488,175
Disposals - (6,946) {13,996) - {20,942)
Foreign currency translation
adjustments 281 1,451 430 - 2,162
At 31 December 2016 24,726,932 80,763,601 3,614,326 - 109,104,859
Net carrying value
At 31 December 2015 8,402,630 14,761,841 9,329,965 131,997,113 164,491,549
At 31 December 2016 28,297,239 121,901,716 9,753,225 1,985,572 161,937,752

- During 2016, the new kiln to produce clinker was completed and the final acceptance was done.
Therefore, the Parent Company’s management has transferred the full value of the project cost
from projects in progress to property, plant and equipment and started accounting for
depreciation in accordance with the useful lives estimated for each item separately. This has
resulted in charging depreciation of KD 3,433,074 during the year.

All property, plant and equipment located on land leased from the state owned under lease for a
term of five years ending in 2019.

- Depreciation has been charged to the consolidated statement of income as follows:

2016 2015
Cost of sales 7,413,093 3,692,641
Selling, general and administrative expenses 75,082 73,881

7,488,175 3,766,522
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6. Investment Properties
2016 2015

Cost

As at 1 January and 31 December 1,989,744 1,989,744
Accumulated depreciation

As at 1 January 1,147,064 1,123,052
Charge for the year 24,012 24,012
As at 31 December 1,171,076 1,147,064
Carrying value 818,668 842,680

Fair value of the Group’s investrnent properties was reached to as at 31 December 2016 based on
the valuation done on that date by independent valuers who are not related to the Group. Those
valuers are licensed by the official bodies and they have qualifications and latest experience in
valuation of properties at these locations. Fair value of investment properties classified based on
comparable market prices which reflect prices of recent transactions for similar real estates. To
estimate the value of such real estates, it has been supposed that the current usage for the real
estates is the best usage for the same.

Details of real estate investments of the Group and information about the fair value hierarchy as at
31 December are as follows:

Fair value Fair value
Level 2 2016 2015
Investment properties 3,835,000 3,835,000 4,030,000
There have been no transfers between levels during the year.
7. Investments in an associates
Voting capital Carrying value
and
Name of the Country of ownership Measurement
associate incorporation interest %o 2016 2015 method

Kuwait Rocks Co.

(K.8.C.C.) - (under

liquidation) Kuwait 30.00 - - Equity

Marine Contracting

and Services Co.

K.P.S.C. Kuwait 33.39 15,709,730 15,516,911 Equity
15,709,730 15,516,911

Movement on investment in associates was as follows:

2016 2015
Balance at I January 15,516,911 15,594,249
Group’s share of associates’ results 459,400 137,055
Group’s share in associates’ reserves 115,197 167,384
Cash dividends received (381,778) (381,777
Balance at 31 December 15,709,730 15,516,911

28



Kuwait Cement Company K.P.S.C. !i
and its subsidiaries f
State of Kuwait * el Gt oy
Kuwnir Gemenr Gampays

Notes to the consolidated financial statements for the year ended 31 December 2016
(All amounts are in Kuwaiti Dinars)

The Marine Contracting and Services Company K.P.S.C. shares are listed on Kuwait Stock
Exchange. The fair value of Group’s investments in these shares was KD 4,886,753 based on
quoted prices as at 31 December 2016 (31 December 2015: KD 8,093,684). However, management
carried out a study to determine whether there is any indication that the investment in associate has
suffered impairment as at the reporting date. The study concluded that the fair value of the associate
exceeds its carrying value.

The following summarized financial information in respect of the significant associates. The
summarized financial information below represents the amounts shown in the latest financial
information available to those associates, which has been prepared in accordance with International
Financial Reporting Standards:

Marine Contracting and Services Company:

Available financial statements

2016 2015
Unaudited Unaudited
financial financial
statements for statements for
the period the period
ended ended

30 September

30 September

Assets 347,552,955 308,740,321
Liabilities 253,676,273 216,564,027
Non-controlling interests 46,830,714 45,707,762
Income 60,806,898 65,708,385
Profit for the period 1,375,767 410,467
Other comprehensive income items for the period 344,979 501,298
Total comprehensive income 1,720,746 911,765
Available for sale investments
2016 2015

Quoted shares 46,366,700 45,437,748
Unquoted equities 3,330,290 3,338,361
Foreign Funds 711,048 918,875

50,408,038 49,694,984

The fair value of available for sale investments was determined based on valuation levels
mentioned in note 3.3.

The quoted investments include investments amounted to KD 16,554,435 as at 31 December 2016
in National Industries Group Holding K.S.C.P. which is one of the major shareholders in the Group
(31 December 2015: KD 16,055,136). A study was prepared by the management for this investment
to determine whether there is an impairment in value or not, the management study resulted that the
fair value of the investment exceeds the current market value and did not prove to be impaired in
the consolidated statement of income.

29



Kuwait Cement Company K.P.S.C.
and its subsidiaries
State of Kuwait

b\

oty sl i
Kumnr Cenear Campany:

Notes to the consolidated financial statements for the year ended 31 December 2016

(All amounts are in Kuwaiti Dinars)

Unquoted investments were stated at cost less impairment, if any, since their fair values could not
be reliably determined and there have not been active markets for such investments. The available
information for these investments did not indicate the existence of any impairment in value.

Available for sale investments include investments amounting to KD 264,372 as at 31 December
2016 (31 December 2015: KD 605,278) that were valued based on recent valuation reports
available during the year from investment managers as no reports were available for these
investments as the date of the consolidated financial statements.

Impairment of certain available for sale investments was recognized at KD 665 for the year ended
31 December 2016 (31 December 2015: KD 21,069) as a result of the significant decrease of their
value. This impairment was recognized in the consolidated statement of income.

Available for sale investments are denominated in the following currencies as at 31 December:

2016 2015
Kuwaiti Dinar 47,656,840 48,039,417
US Dollar 2,494,590 1,281,460
Euro 256,608 374,107
50,408,038 49,694 984
9. Inventories
2016 2015
Raw materials 15,764,481 14,326,495
Finished goods 603,390 663,665
16,367,871 14,990,160
10. Debtors and other debit balances
2016 2015
Amounts under collection at banks 380,143 762,489
Receivables against unconditional bank guarantees 4,147,517 3,147,107
Ministry of Commerce — difference from subsidizing cement
and ready mix concrete to the public 10,310,043 6,875,853
Related parties (note 25) 1,566,634 1,378,136
Other trade receivables 17,096,046 10,811,193
Total trade receivables 33,500,383 22,974,778
Other receivables 1,454,123 1,463,030
34,954,506 24,437,808
Provision for doubtful debts (3,098,264) (2,810,307)
31,856,242 21,627,501
Prepaid expenses 314,098 281,819
Notes receivables 1,732,614 1,358,205
33,902,954 23,267,525

The average credit period granted to trade receivables is 60-90 days. No interest is charged on trade

receivables.
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11.

12,

13.

The fair value of guarantees received by the Group from debtors was KD 5,151,275 as at 31
December 2016 (31 December 2015: KD 5,133,993).

Receivables which are impaired and fully provided amounted to KD 3,098,264 as at 31 December
2016 (31 December 2015: KD 2,810,307).

The following is the movement on the provision for doubtful debts:

2016 2015
Balance beginning of the year 2,810,307 2,553,953
Charged during the year 294,161 304,284
Bad debts during the year (6,204) {47,930)
Balance end of the year 3,098,264 2,810,307
Investments at fair value through profit or loss

2016 2015
Local investments 1,424,097 1,463,814
Foreign investments 6,730,138 6,530,367

8,154,235 7,994,181

The fair value of investments at fair value through profit or loss was determined based on valuation
levels mentioned in note 3.3.

Foreign investments as at 31 December 2016 include investments of KD 4,807,693 (31 December
2015: KD Nil}) that was priced based on recent available reports from investment managers during
the year.

Cash and cash equivalents
2016 2015

Cash on hand and at banks 7,725,495 9,427,601
Cash at investment portfolios 3,280,105 5,078,189
Bank deposits 1,950,815 1,971,306

12,956,415 16,477,096
Less: deposits for more than three months - (528,959)
Cash and cash equivalents 12,956,415 15,948,137

The average effective annual interest rate on bank deposits was 0.750% as at 31 December 2016
(31 December 2015: 0.500%).

Share capital

The authorized, issued and fully paid capital is KD 73,330,387 divided into 733,303,870 shares as
at 31 December 2016/2015, each of a nominal value of 100 fils. All shares are cash shares.
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14. Treasury shares
2016 2015

Number of shares (Share) 20,200,729 20,200,729
Percentage of issued shares (%) 2.75 2.75
Market value (KD) 8,282,299 7,576,288
The Parent Company is committed to keeping reserves, retained earnings and share premium equal
to the purchased treasury shares along acquisition period according to the instructions of the
concerned regulatory authorities.

15, Statutory reserve
In accordance with the Parent Company's Articles of Association, 10% of the profit for the year
before KFAS contribution, NLST, Zakat expense, and Board of Directors’ remuneration is
transferred to statutory reserve. The Parent Company may resolve to discontinue such transfers
when the reserve equals 50% of the paid up share capital. The reserve is not available for
distribution except for payment of a dividend of 5% of paid up capital in years when profit is not
sufficient for the payment of such dividend.

16. Voluntary reserve
In accordance with the Parent Company's Articles of Association, 10% of the profit for the year
before KFAS contribution, NLST, Zakat expense, and Board of Directors’ remuneration is
transferred to voluntary reserve. Such transfer may be discontinued by a resolution of the
Shareholders’ General Assembly upon recommendation by the Board of Directors. There is no
restriction on distribution of this reserve.

17. Loans, bank facilities and murabaha

2016 2015
Non-current portion
Loans and borrowings 28,245,337 27,505,386
Murabaha 31,870,620 33,072,235
60,115,957 60,577,621
Current portion
Loans and borrowings 9,038,000 10,658,000
Murabaha 13,143,196 11,896,814
22,181,196 22,554,814
Total loans, bank facilities and murabaha 82,297,153 83,132,435

The effective annual interest rate on loans, bank facilities and murabaha was 3.215% as at 3]
December 2016 (31 December 2015: 3.125%).

Certain loans are secured by the whole official location and extensions of the company’s factory
with book value of KD 13,850,632 as at 31 December 2016 (31 December 2015: KD 15,561,649).
One of the main borrowings, bank facilities and murabaha covenants is that the Group will not
distribute dividends if the ratic of current assets to current liabilities decreases less than (1-1.5) and
not to pledge movable and non-movable funds to others before obtaining written approval from the
bank. The loans and murabaha covenants also state that the ratio of net debts to operating profit not
be more than (1:8) and the ratio of operating profit to interests not be less than (1:2) and the ratio of
net debts to equity increases not be more than (1:0.8) and the ratio of liabilities to equity not be
more than (1:1.3).
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Loans, bank facilities and murabaha are denominated in the following currencies as at 31

December:

2016 2015
Kuwaiti Dinar 73,891,029 66,267,126
US Dollar 8,406,124 16,865,309
82,297,153 83,132,435
18. Payables and other credit balances
2016 2015
Suppliers 17,197,934 13,963,229
Retentions payable 1,006,452 2,027,364
Accrued interest and expenses 2,778,274 2,562,812
Notes payables 974,327 676,375
Customers advance payments 1,013,489 1,026,258
Dividends payable 671,927 689,649
Contribution to Kuwait Foundation for the Advancemeni of
Sciences 192,244 192,981
National Labour Support Tax 451,911 440,724
Zakat 194,334 116,591
Other 12,803 16,091
24,493,695 21,712,074
19. Cost of sales
2016 2015
Raw material 61,695,385 56,956,881
Change in finish goods {12,949) (139,481)
Maintenance and spare parts 4,601,723 4,559,304
Salaries and benefits 3,971,406 3,022,138
Depreciations and amortizations 1,605,990 2,270,514
Rent 509,926 327,900
Other 1,256,772 856,561
73,628,253 67,853,817
20. Other operating income/(expenses)
2016 2015
Net income from investment properties 98,510 99,593
Other income 136,898 327,377
Net loss from exchange differences (120,752) (857,585)
114,656 (430,615)
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21.

22.

23.

24.

Net gains on investments

2016 2015
Investments at fair valne through statement of income:
Unrealised gains 216,721 291,852
Cash dividends 19,458 44,096
236,179 335,948
Available for sale investments:
Impairment (665) (21,069)
Realized gains 249,386 11,210
Cash dividends 2,586,856 3,013,861
Portfolio management fees {105,729) (115,603)
2,729,848 2,888,399
2,966,027 3,224,347

Basic and diluted earnings per share

Basic and diluted earnings per share are calculated by dividing the net profit attributable to
shareholders of the Parent Company for the year by the weighted average of the number of the
existing ordinary shares determined based on number of existing shares of issued capital during the
year, taking into account treasury shares. The calculation of basic and diluted earnings per share is
as follows:

2016 2015
Net profit for the year attributable to equity holders of the Parent
Company 19,486,113 19,294,693
Weighted average number of outstanding shares during the year
(share) 713,103,141 713,103,141
Basic and diluted earnings per share (Fils) 27.33 27.06
Staff costs

Staff costs include wages, salaries, leave, end of service’s indemnity and other benefits for the
Group’s staff. Staff costs amounted to KD 10,379,416 for the year ended 31 December 2016 (31
December 2015: KD 9,374,410)

Dividends

On 2 May 2016, the General Assembly of shareholders approved the consolidated financial
statements for the year ended 31 December 2015, and approved distributing cash dividends at 20
fils per share after deducting treasury shares.

On 15 March 2017 the Parent Company’s Board of Directors proposed to distribute cash dividends
at 20 fils per share after deducting treasury shares from the paid up capital for year 2016.
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25,

26.

Related party transactions

Related parties comprise of the Group’s shareholders who are members in the Board of Directors,
Board of Directors, key management personnel, associates, and subsidiaries in which the company
has representatives in their board. In the normal course of business, related party transactions during
the year ended 31 December 2016 were carried out and are approved by the Group’s management.
Balances and transactions between the Company and its subsidiaries, which are related parties of
the Group, have been eliminated on consolidation and are not disclosed in this note.

Following is a summary of significant related party transactions and outstanding balances:

2016 2015

Transactions

Sales 3,304,235 4,198,806
Board of Directors’ remuneration 190,000 140,000
Committees fees 120,000 120,000
Other benefits for Board of Directors 355,000 355,000
Salaries and other benefits for Executive Management 600,491 570,845
Balances

Debtors and other debit balances (Note 10) 1,566,634 1,378,136
Provision for employees’ end of services indemnity 487,377 475,347

All transactions with related parties are subject to the approval of the shareholders of the General
Assembly.

Contingent liabilities and capital commitments

2016 2015

Contingent liabilities

Letters of guarantee 424,383 416,133
Capital commitments

Letters of Credit 176,807 160,529
Uncalled subscription relating to investments in funds 321,972 321,972
Contracts for importing raw materials 17,053,668 16,175,612
Projects in Progress 86,912 1,498,448

There is a dispute between the Parent Company and a supplier about the financial obligations
resulting from the termination of the raw materials supply contract between both parties where that
party submitted a financial claim, while, during the previous period, Parent Company's management
has applied with the Court's judicial arbitration for discharging it from any financial obligations
resulting from termination of that contract. During the previous period, a ruling was issued for the
release of all the Parent Company’s financial obligations towards the supplier. The dispute with the
supplier has not been resolved yet and the Parent Company’s management belicves that the
provisions provided are sufficient against all the obligations that might result from this dispute.
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27.

Segment financial information

The management has classified its significant operating sectors as follows:
- Manufacturing sector which includes production and sale cement and ready — mix cement.

- Investments sector.

Financial information about business segments for the year ended 31 December is as follows:

2016
Manufacturing Investment
sector sector Total
Segments revenues 98,652,612 3,523,937 102,176,549
Gross segments profit 19,870,338 3,523,937 23,394,275
Segments assets 222,017,802 78,370,776 300,388,578
2015
Manufacturing Investment
sector sector Total
Scgments revenues 92,943,626 3,460,995 96,404,621
Total segments profit 19,424,579 3,460,995 22,885,574
Segments assets 214,251,308 79,126,945 293,378,253
2016 2015
Adjustments:
Total segments profit 23,394,275 22,885,574
Finance charges (2,918,405) (2,746,264)
Interest income 24,800 39,861
Net segments profit before deductions 20,500,670 20,179,171

Geographical segments:

Financial information about geographical segments for the vear ended 31 December are set out

below:
2016
Revenue Assets Liabilities
Inside Kuwait 96,955,047 287,230,171 107,755,826
Outside Kuwait 5,221,502 13,158,407 1,626,455
102,176,549 300,388,578 109,382,281
2015
Revenune Assets Liabilities
Inside Kuwait 91,272,085 281,683,636 105,826,316
Outside Kuwait 5,132,536 11,694,617 1,423,567
096,404,621 293,378,253 107,249,883
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