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Gulf Cable and Electrical Industries Company k.s.c.p and Subsidiaries

Board of Directors’ 38th Annual Report
For the Year ended 31st December 2014

Dear Shareholders:

On behalf of the Board of Directors and Executive Management members, | have the pleasure
to welcome you to the Annual General Assembly. | have the honor to present the 38" Annual
Report of the Group, in which we shall address the results of operations of the Company and its
Subsidiaries during the Year 2014.

Dear Attendees:

The last financial year embodied continuous hardships due to the deterioration of economic
conditions and the political crises on the one hand, and, fierce competition in the market from
the other. The financial indicators for the year ending 31% December, 2014, exemplified the
landmarks of these challenges, but the operational performance, generally, remains within
the forecasts and expectations.

| have the pleasure to forward, on behalf of the Company’s Shareholders, Board of Directors
and Administrative Staff, the deepest appreciation and tribute to His Excellency, Minister of
Commerce and Industry, for enlisting our national product alongside the subsidized products,
under the new article of the Housing Welfare Law, which were granted building loans. Also, |
would like to thank the Government of Kuwait, wishing continuous success and development.

The production volume during 2014 has reached about 71.23 thousand tons, compared to 62.77
thousand tons during 2013, which accounts for an increase of a turnover of 8.46 thousand tons,
or 13.48%. The production during 2014 included a quantity of aluminum cables higher than
2013. You should note that local and GCC demand determines the types of cables used. The
following table illustrates the produced cables in tons:

Copper Cables 57.96 56.92 +1.83
Aluminum Cables 13.27 5.85 +126.84
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Moreover, the Group sales during 2014 were about KD 112.41 million, compared to KD 97.87
million during 2013, an increase of about 14.86%.

Regarding the investments, the impacts of international financial crises were shadowing the
money markets, and the stagnations prevailing in the market coincided with the deterioration
of oil prices. The fallback of oil prices directly affected the market, resulting in incurring the
Group unrealized investment losses as per the International Accounting Standards, relating to
investments. The Group suffered the results of applying the Accounting Standard 39, and during
the year the Group recognised in the consolidated profit or loss statement an impairment of
KD 8.67 million (31% December, 2013: KD 0.6% million) in respect of certain available for sale
investments. The investment losses for the same year amounted to about KD 2.22 million for
2014, compared to revenues about KD 8.671 million in 2013.

The net profits for 2014 were about KD 4.55 million, compared to about KD 9.97 million during
2013, accounting for adecline of 54.36%, after deduction of about KD 0.32 million for the Group’s
contribution to the Kuwait Foundation for Advancement of Sciences and Board of Directors’
remuneration (31* December, 2013: KD 0.55 million). The finance costs were about KD 2.02
million [31* December, 2013: KD 2.43 million), and provisions charged of KD 0.43 million (31
December, 2013: KD 0.02 million) and reversal of Nil provisions for 2014 [31%' December, 2013:
KD 0.28 million). The total administrative and general expenses amounted to KD 5.28 million
in 2014 (31% December, 2013: KD 5.85 million).

Financial highlights 2014 2013
Return on equity 3.46% 6.71%
Return on assets 2.17% 4.41%
Debt to equity 48.60% 42.65%
Total assets KD 209.37 million KD 225.96 millian
Total equity KD 131.58 million KD 148.46 millian

The Company’s Board of Directors and Management are not anly striving for fulfilling the latest
organizational requirements, but also seeking realization of added value for shareholders, in
compliance with the new regulations adopted by the Kuwaiti Capital Markets Authority and the
provisions of new Companies Law, particularly regarding the standards of transparency, aimed
at matching the levels of the most advanced money markets around the globe. The Company
took large strides in such regard, represented in forming official committees to regulate
business according to the latest standards.



PDF Compressor Free Version

Gulf Cable and Electrical Industries Company ks.cp and Subsidiaries

1. Company Plants - Kuwait:

There were some changes in the technical and administrative sector in 2014, which resulted in
an increase of total technical and administrative employees, from 604 (2013] to 642 (2014), i.e.
an increase of 6.29%, to bridge the shortage in the number of technical manpower.

Statistics of new appointments and resignations for the last three years:

Year New Personnel Resigned Personnel
2012 40 49
2013 73 18
2014 69 27
Total 182 94

Statistics of Age Average of Company Manpower as of 31¢ December, 2014

Age Average (from - to) Percentage to total personnel
20 - 40 Years 57.94%
41 - 50 Years 26.48%
51 Years and Above 15.58%

2. Company Plants Complex - Jordan:

The employees at Plants Complex (Gulf Cables and Multi Industries Company - Mafraqg Areal,
owned by the Company in Hashemite Kingdom of Jordan, as of 31 December, 2014, were 318,
compared to 333 employees as of 31 December, 2013.

Training (Kuwait and Jordan):

Fromtime totime, the Group management continued providing training programs, domestically
and abroad, to the employees for enhancing their skills and expertise, coping with the latest
developments in occupational needs, to improve the roles played by the employees for serving
the Company interests.

Cooperation with the University of Kuwait, Faculty of Engineering and Petroleum, and Public
Authority for Applied Education and Training [PAAET] is continuous by providing more services
to students during their annual field visit for being closely familiarized with development
of production lines and technical activity in the departments of mechanical or electrical
maintenance.
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In addition, the Group provided financial support for the graduation projects of Faculty of
Engineering and Petroleum students (8 students” groups). It believes in the significant role
played by the private sector institutions in social development. On such ground, it seeks
extending the impact of its activities in areas of sustainability beyond employment of resources
to encourage the society added value.

wLIITI adl MMLLULIVILISCS.,:

By means of visualizing the social responsibility, the Group Management seeks broadening its
activities to encompass various segments of Kuwaiti society in all aspects of life, such as:

* Supporting the Kuwaiti contender, Yusuf Al-Rubaian, in the Formula Power Boats races.

* Participation in youth empowerment.

* Conference of Supporting Kuwait Science Club.

* Supporting Endurance Team (horserace), a group of Kuwaiti young men and ladies.

Gulf Run Team, a group of Kuwaiti young men and ladies.

The Group Management continues supporting Cricket Team of the Company staff, to take part
in the domestic tournaments, which was highly appreciated after increasing the support and
encouragement. The Public Relations Department formed the football team of the Company
staff, to take part in the domestic tournaments and create an equal competitive atmosphere to
enhance employees’ interrelation. Moreover, it formed the football team to participate in the
competitions of foreign communities. The Company’'s Cricket Team, during 2014, was ranked
the first in one of the domestic tournaments.

The Group participates in national and international expositions in order to enlarge local
and regional customers” bases, in collaboration with Public Authority for Industry and other
authorities.

The Group Management continues paying tribute to some employees who retired after serving
the company for more than twenty years, in appreciation for their efforts in developing the
Group and its activities.

The Board of Directors approved the year end consolidated financial statements on 14"
March, 2015, which states that Shareholders’ Equity of the parent company for the year
ended 31¢ December, 2014, were about KD 131.58 million, compared to KD 148.44 million for
2013, accounting for a decrease of 11.37%. It is mainly attributed to decrease of fair value of
investments reserve.
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Accordingly, the Board of Directors resolved, in its meeting held on 16" March, 2015, providing
you with a proposal to distribute cash dividends of 20% per share [i.e. 20 Fils per share),
compared to the dividends of last year, which were 30% in cash.

e g = 1 1 A _—
Pl 1ida anel Annrarciatinn

dild AppIreciallorfl:

Finally, | would like to extend the deepest gratitude of the Board to all shareholders for their
valuable trust in us. | should not miss the opportunity to thank, in my name and on behalf of
Board members, all executives and technicians in Kuwait and Jordan, for their devotion and

dedicated efforts. May Almighty Allah guide all of us as we strive industriously to achieve better
results in the future.

VI CGQLILUIWT

Bader Naser Al-Kharafi
Chairman
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To the Shareholders of
Gulf Cable and Electrical Industries Company — KPPSC

Kuwait

Report on the Consolidated Financial Statements

We have audited the accompanying consclidated financial statements of Gulf Cable and Electrical Industries
Company — Fuwaiti Public Shareholding Company (“parent Company”) and its Subsidiaries (“the group”)
which comprise the consolidated statement of financial position as at 31 December 2014, and the
consolidated statement of profit or loss, consclidated statement of comprehensive income, consclidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management of the Parent Company is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial Reporting Standards, and for
such mnternal control as management determines is necessary to enable the preparation of consolidated
financal statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Eesponsibility
- -

Our responsibility 1s to express an opinion on these consclidated financial statements based on our audit We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consclidated financial statements are free from matenal misstatement.

An audit invelves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ udgment, induding the
assessment of the risks of material misstatement of the consclidated financal statements, whether due to
fraud or error. In making those risk assessments, the auditors consider internal control relevant to the entity’s
preparation and fair presentation of the consclidated finanaal statements 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 entity’s internal control. An audit also incudes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtamned is sufficient and appropriate to provide a basis for our
audit opinion.
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Opinson
In our opmueon, the consolidated financial statements present farly, in all matenal respects, the finanaal
position of Gulf Cable and Electrical Inchistries Company and its Subsicharies as at 31 December 2014, and

their financial performance and cash flows for the year then ended in accordance with Intemational Financial
Reporthing Standards.

Report on Other Legal and Regulatory Matters

In our opinien, proper books of account have been kept by the Parent Company and the consolidated
financal statements, together with the contents of the repoit of the Parent Company’s board of directors
relating to these consolidated financial statements, are in accordance therewith. We further report that we
obtaned all the informanon and explanations that we required for the purpose of our audt and that the
consolidated finanaal statements incorperate all information that is requured by the Companies Law MNo. 25
of 2012 and its executive regulations and by the Parent Company’s articles and memorandum of assocation,
as amended, that an mventory was duly carned out and that, to the best of our Inowledge and belef, no
wolations of the Compaues Law INo. 25 of 2012 and its executive regulations and by the Parent Company's
articles and memoranchim of assocation, as amended, have ocairred during the year that might have had a
matenial effect on the business or financal posibion of the group.

We turther report that, dunng the course of our andit and to the best of our knowledge and belief, we have
not become aware of any material wiolations of the provisions of Law 7 of 2010, as amended, relating to the
Capital Markets Authority and its related regulations dunng the year ended 31 December 2014

Ab dullatif M. Al-Aiban (CPA)

(Licence INo. 94-A)

of Grant Thomton — AlQatami, Al-Aiban & Parmers Hend Abdullah’Al Surayea & Co.
Member of MAZARS

EKuwait
16 March 2015
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Year ended Year ended
31 Dec. 31 Dec.
Motes 2014 2013
KD KD
Revenue
Sales 112,408,337 97 872275
Cost of sales (98,023,705) (88,755 426)
Gross profit 14,384 632 9,116,849
Dividend income 6,383,049 7.9514495
Other investment income 21,944 147,749
(Loss)/gain on sale of available for sale of investments (60,026) 1,192429
Interest income 4810 5,584
Other revenue 71,888 29136
Foreign currency exchange gain 489 357 834 582
21,295 654 18,277,824
Expenses and other charges
General and administrative expenses (2,723,722) {3,198,746)
Commercial expenses (2,5564,771) (2,655,004}
Impairment of available for sale investments 12 (8,668,158) (687,289)
(Provision)reversal of provision for doubtful debts (158,485) 276,255
Provision for obsolete and slow moving inventories (270,593) (20,601)
Finance costs (2,015,561) (2,425 656)
(16,391,290) (8,711,041)
Profit for the year before income tax 4,904,364 10,566,783
Income tax for overseas subsidiary (6,779) (10,954)
Profit before contribution to Kuwait Foundation for the Advancement of
Sciences (KFAS), National Labour Support Tax (NLST), Zakat and
Directors’ remuneration 4,897 585 10,555,829
Pravision for contribution to Kuwait Foundation for the Advancement of
Sciences (KFAS) (48,729) (105,181)
Provision for National Labour Support Tax (NLST) - (108.174)
Provision for Contribution to Zakat - (28,270)
Provision for directors' remuneration (275,000) (310,000)
Profit for the year 8 4,573,856 10,003,204
Profit for the year attributable to:
Owners ofthe parent company 4,549,199 9 965482
Mon-controlling interests 24 657 37,722
Profit for the year 4573 856 10,003,204
Basic and diluted earnings per share attributable to the owners of the )
10 22 Fils 47 Fils

parent company

The notes set out on pages 9 to 45 form an integral part of these consolidated financial statements.
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Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Profit for the year 4,573,856 10,003,204
Other comprehensive income
(tems that will be reclassified subsequently into the consolidated
statement of profit or foss.
Exchange differences arising on translation of fareign operations 361,425 (173)
Available for sale investments:
- Met change in fair value arising during the year (24,143,271) (16,611421)
-Transferred to consolidated statement of profit or loss on sale 16,117 (133,601)
-Transferred to consolidated statement of profit or loss on impairment 8,668,158 687,289
Total other comprehensive loss (15,108,671) (16,057 906}
Total comprehensive loss for the year (10,534,715) (6,064, 702)
Total comprehensive (loss)/income attributable to:
Owners of the parent company (10,578,700) (6,092415)
MNor-controlling interests 43,985 37,713
(10,534,715) (6,054,702)
The notes set out on pages 9 to 45 form an integral part of these consolidated financial statements.
4
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Consolidated statoment of financial position

31 Dec. 31 Dec.
Motes 2014 2013
KD KD
Assets
Non-current assets
Property, plant and equipment 11 8,472,869 9,152 430
Available for sale investments 12 115,234,507 135,440,233
123,707,376 144 592 663
Current assets
Inventaries 13 51,813,123 44 984 064
Trade accounts receivable 14 28,810,896 25 602 852
Other receivables and prepayments 1,404,045 627,767
Cash and bank balances 15 3,629,835 10,154 696
85,657,899 81,369,379
Total assets 209,365,275 225 962,042
Equity and liabilities
Equity
Share capital 16 20,993,131 20,993 131
Share premium 17 29,160,075 29,160,075
Legal reserve 18 20,993,131 20,993 131
Voluntary reserve 18 20,993,131 20,993 131
General reserve 18 23,270,944 22,783,650
Other components of equity 19 (17,903,690) (2,775,791)
Retained earnings 34,076,493 36,312 527
Total equity attributable to the owners of the parent
company 131,583,215 148,459 854
Mor-controlling interests 539,210 495 275
Total equity 132,122,425 148,955,079
Non-current liabilities
Provision for employees' end of service benefits 2,487,023 2,145342
Lang term loans 20 7,076,400 19,843 500
9,563,423 22 068,842
Current liabilities
Trade accounts payable 3,535,362 3,772,828
Other payables and accruals 23 7,271,218 7,775,845
Current portion of long term loans 20 13,243,350 12,954 640
Short term loans 21 33,020,366 30,276 648
Murabaha payables 22 10,688,754 -
Due to banks 15 20,377 138,160
67,679,427 54 918,121
Total liabilities 77,242,850 77,006,963
Total equity and liabilities 209,365,275 275 962 042

Bader Naser Al-Kharafi
Chairman

The notes set out on pages 9 fo 45 form an integral part of these consobidated financial statementy.
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Year ended Year ended
31 Dec. 31 Dec.
Mote 2014 2013
KD KD

OPERATING ACTIVITIES
Profit for the year 4,573,856 10,003,204
Adjustments:
Depreciation 1,610,627 1,783,879
Provision for employees' end of service benefits 434,069 355,010
Finance costs 2,015,661 2425 656
Interest income (4,810) (5,584)
Dividend income (6,383,049) (7,951 485)
Other investment income (21,944) (147,749)
Loss/(gain) on sale of available for sale of investments 60,026 (1,192,429)
Impairment of available for sale investments 8,668,158 687,289
Provision/{reversal of provision) for doubtful debts 158.4856 [276,255)
Provision for obsolete and slow moving inventaries 270,593 20,601
Foreign exchange loss on non-operating liabilities 1,148,159 3,922

12,629,731 5,739,049
Changes in operating assets and liabilities:
Inventories (7,099,652) (2,861,538)
Trade accounts receivable (3,366,529) 1283 509)
Other receivables and prepayments (771,267) (179,647)
Trade accounts payable (237 .466) 1,274,221
Other payables and accruals (743,083) [574,265)
Employees' end of service benefits paid (92,388) [148.519)
Met cash from operating activities 219,346 2,965,792
INVESTING ACTIVITIES
Additions to property, plant and equipment (734,712) (373,332)
Proceeds from sale of property, plant and equipment - 96,559
Purchase of available for sale investments (4,767 .,623) (15,023 187)
Proceeds from sale of available for sale investments 785,169 11,856,373
Dividend income received 6,383,049 7.951.495
Other investment income received 16,933 147,749
Interest income received 4810 5,584
Met cash from investing activities 1,687,626 4,761,241
FINANCING ACTIVITIES
FPayment of cash dividend (6,194,972) (5,290,750)
Froceeds from term loans 25011611 25,220,585
Repayment ofterm loans (35,705,108) (18, 467,039)
Receipt of murabaha payables 10,299,520 -
Payment of murabaha payables - -
Finance costs paid (1,880,072) (2,291,213)
Met cash used in financing activities (8,469.,121) (828 417)
IDecrease)/increase in cash and cash equivalents (6,562,149) 6,698 616
Foreign currency adjustment 155,071 (27,291)
Cash and cash equivalents at beginning of the year 15 10,016,636 3145211
Cash and cash equivalents at end of the year 15 3,609,458 10,016,536

The notes set out on pages 9 fo 43 form an infegral part of these conmlidated financial statements.
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1. Incorporation and activities

Gulf Cable and Electrical Industries Company — KPSC (“the parent company”) 1s a registered uwaiti Publie
Shareholding Company, which was established on 15 March 1975. Its shares are listed on the Fuwait Stock
Exchange The group comprises the parent company and its subsidiaries (see note 7)

The Extraordinary General Assembly held on 20 April 2014 approved the amendments to company's
objectives, whereas these amendments have been documented in the commercial register on 13 January 2015.
Objectrves for which the company was mcorporated:

1. Produce all kinds of electrical and telephone cables of various sizes and varieties.

2 Produce all kinds of electric and telephone wires of various sizes and varieties.

3. Produce the wires necessary for the production of light bulbs.

4. Produce light bulbs of all varieties and sizes after obtaining the necessary license from the Public
Authonty for Industry

5. Manufacture electrical transtormers, switches and distribution panels after obtaining the necessary
license from the Public Authonty for Industry

6. Various industries belonging to power equipment and tools for industrial or household purposes
after obtaining the necessary license from the Public Authonty for Industry.

7. Produce all kinds of aluminum chips and nylon covenng rolls of various sizes and wvarieties after
obtamning the necessary license from the Public Authority for Industry.

8. Produce copper bars which its used in the production of electrical and telephone cables after
obtaining the necessary license from the Public Authonty tor Industry.

9 Trade i all kunds of these preducts.

10. Import machimery, plant, equipment and tools necessary to achieve the company’s objectives.

11. Import the raw matenals for this industry.

12. Invest the surplus funds in investment portfolios in order to serve the company’s objectives.

The co mpany may have interest or participate in any aspect in the entities which practice similar activities or
which may assist it in the achievement of its objectives in Kuwait and abroad. The company may also
purchase these entities or affiliate them therewith.

The address of the parent company's registered office 1s PO Box 1196, Safat 13012, State of Kuwvait.

The Extraordinary General Assembly held on 20 April 2014 approved the amendments to the parent
company's memorandum of mcorporation and articles of association i comphance with the new companies’
law, whereas these amendments have been documented in the commercial register on 7 May 2014

The board of directors approved these consolidated financial statements for 1ssue on 16 March 2015 and are
subject to the approval of the general assembly of the shareholders.

2. Basis of preparation

The consclidated financial statements of the group have been prepared under histonical cost convention
except for financial assets available for sale that have been measured at fair value.

The consolidated financial statements have been presented in Fluwaiti Dinars (“K.D”), which 1s the functional
and presentation currency of the group.

3. Statement of compliance
These consolidated financial statements of the group have been prepared in accordance with International

Financial Reporting Standards (IFRS) as 1ssued by the International Accounting Standards Board (IASE).

4. Changes in accounting policies

The accounting policies adopted in the preparation of the consolidated financial statements are consistent
with those used i previous year except for adeption of new standards, amendments to certain standards and
mnterpretations discussed below.
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Notes to the consolidated financial statements (continued)

4. Changes in accounting policies (continued)

41. New and amended standards adopted by the group
A number of new and revised standards are effective for annual periods beginning on or after 1 January 2014
Intormation on these new standards 1s presented below:

Standard or Interpretation Eﬂ%cnvc;b < fym.uafp ks
eginning

IAS 32 Financial Instruments Presentation - Amendments 1 January 2014

IAS 36 Impairment of Assets- Amendments 1 January 2014

Investment Entities — Amendments to IFRS 10, IFRS 12 andIAS 27 1 January 2014

4.1.1. ITAS 32 Financial Instrum ents: Presentation - Amendments

The amendments to TAS 32 add app lication guidance to address inconsistencies in applying TAS 32°s eniteria
for offsetting financial assets and financial liabilities 1n the following two areas:

e the meaning of ‘currently has a legally enforceable nght of set-off

® that some gross settlement systems may be considered equivalent to net settlement.

The amendments are required to be applied retrospectively The acloption of the amendments did not result
into any material impact on the group’s consolidated financial statements.

4.1.2, IAS 36 Impairment of Assets - Amendments

The amendments to TAS 36 reduces the circumstances in which the recoverable amount of assets or cash-
generating umits 1= required to be disclosed, clanfy the disclosures required, and to introduce an explicit
requirement to disclose the discount rate used in determining impairment (or reversals) where recoverable
amount (based on fair value less costs of disposal) 15 determined using a present value techmque The
adoption of the amendments did not result into any material impact on the group’s consolidated finaneial
statem ents.

The amendments have been applied retrospectively in accordance with theuwr transitional provisions.

4.1.3. Investment Entities — Amendments to IFR5 10, IFRS 12 and IAS 27

The Amendments define the term ‘investment entity’, provide supporting guidance and require investment
entities to measure nvestments i the form of controlling interests in another entity at fair value through
profitor loss.

The adoption of the amendments did not result into any material impact on the group’s consolidated
Financial statements.

4.2, TASB Standards issued but not yet effective

At the date of authonsation of these consclidated financial statements, certamn new standards, amendments
and interpretations to existing standards have been published by the IASE but are not yet effective, and have
not been adopted early by the group.

Management anticipates that all of the relevant pronouncements will be adopted in the group’s accounting
policies for the first period beginning after the effective date of the proncuncements. Information on new
standards, amendments and interpretations that are expected to be relevant to the group’s consolidated
financial statements 1s prowided below. Certain other new standards and iterpretations have been 1ssued but
are not expected to have a material impact on the group’s consolidated financial statements.

10
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Notes to the consolidated financial statements (continued)

4. Changes in accounting policies (continued)

4.2, TASB Standards issued but not yet effective (continued)

Standard or Interpretation

Effective for annual periods

beginning
IFRS 9 Financial Instruments: Classification and Measurement 1 January 2018
IFRS 15 Revenue from Contracts with Customers 1January 2017
IFRS 10 and IAS 28 Sale or Contrbution of Assets between and an Investor
and its Associate or Joint Venture - Amendments 1 January 2016
IAS 1 Tisclosure Initiative - Amendments 1 January 2016
IAS 16 and IAS 38 Claritication of Acceptable Methods of Depreciation and
Amortisation - Amendments 1 January 2016
IAS 27 Equity Method in Separate Financial Statements - Amendments 1 January 2016
IFRS 10, IFRS 12 and IAS 28 Investment Enttiess Applying the
Consolidation Exception - Amendments 1January 2016
Annuallmprovements to IFRSs 20122014 Cycle 1 January 2016
Annual Improvements to IFRSs 20102012 Cyele 1 July 2014
AnnualImprovements to IFRSs 2011-2013 Cycle 1 July 2014

4.2.1, IFRS 9 Financial Instruments

The TASBE has replaced IAS 39 ‘Financial Instruments: Recogmtion and Measurement’ (IAS 39) in 1ts entirety
with IFRS 9. IFRS 9 (2014) incorporates the final requrements on all three phases of the financial
mstruments projects: classification and measurement, impairment and hedge accounting,

Although earher application of this standard 1s permitted, the Technical Committee of the Mimstry of
Commerce and Industry of Kuwait decided on 30 December 2009, to postpone this early application tll

further notice.

The group’s management have yet to assess the impact of this new standard on the group’s consolidated

Financial statements.

4.2.2, IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaced IAS 11 Revenues and prowdes a new control-based revenue recognition model using five-

step approach to all contracts with customers.

The five steps in the model are as follows:

® Tdentify the contract with the customer
Identify the performance obligations in the contract
Cetermine the transaction price

The standard includes important gwdance, such as

11

Allocate the transaction price to the performance obligations in the contracts
Recogtuse revenue when (or as) the entity satisfies a performance obligation.

o Contracts involving the delivery of two or more goods or services — when to account separately for
the mdmdual performance obligations mn a multiple element arrangement, how to allocate the

transaction price, and when to combine contracts.

Tim ing —whether revenue is required to be recognized over time or at a single point in time.
Variable pricing and credit sk — addressing how to treat arrangements with variable or contingent
(e.g performance-based) pricing, and introducing an overall constraint on revenue.

e Time value — when to adjust a contract price for a financing component.
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4. Changes in accounting policies (continued)

4,2, TASB Standards issued but not yet effective (continued)

4.22, IFRS 15 Revenue from Contracts with Customers (continued)
®  specific 1ssues, including —
o non-cash consideration and asset exchanges
o contract costs
o rights of return and other customer options
o supp lier repurchase options
o warranties
o principal versus agent
o licencing
o breakage
o non-refundable upfront fees, and
o consignment and bill-and-hold arrangements.

The group’s management have yet to assess the impact of IFRS 15 on these consolidated financial statements.

4.2.3. IFRS 10 and ITAS 28 Sale or Contribution of Assets berween and an Investor and its Associate
or Joint Venture - Amendments
The Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments in Associates and
Joint Ventures (2011} clarify the treatment of the sale or contribution of assets from an investor to its
associate or joint venture, as follows:
®  require full recognition in the investor's financial statements of gains and losses arising on the sale or
contribution of assets that constitute a business (as defined in IFRS 3 Business Combinations)
®  require the partial recognition of gains and losses where the assets do not constitute a business, 1e. a
gain or loss 1s recognised only to the extent of the unrelated investors’ interests in that associate or
joint venture

These requirements apply regardless of the legal form of the transaction, eg. whether the sale or contribution
of assets occurs by an investor transterring shares in an subsidiary that holds the assets (resulting in loss of
control of the subsidiary), or by the direct sale of the assets themselves.

4.2.4. IAS 1 Disclosure Instianve — Amendments
The Amendments to IAS 1 make the following changes:

e Materiality The amendments clanfy that (1) information should not be obscured by aggregating or by
providing immaternal information, (2) materality considerations apply to the all parts of the financial
statements, and (3) even when a standard requires a specific disclosure, materiality considerations do
apply.

o Statemsent of financial position and statensent of profit or lass and other womprehensive imome: The amendments (1)
mtroduce a clarification that the list of line items to be presented in these statements can be
disaggregated and aggregated as relevant and additional guidance on subtotals in these statements and
(2) clanfy that an entity's share of OCI of equity-accounted associates and joint ventures should be
presented in aggregate as single line items based on whether or not it will subsequently be reclassified
to profit or loss.

e Nofer: The amendments add additional examples of possible ways of ordering the notes to clanfy that
understandability and comparability should be considered when determining the order of the notes
and to demonstrate that the notes need not be presented 1n the order so far listed in paragraph 114
of IAS 1. The IASB also removed gudance and examples with regard to the identification of
significant accounting policies that were perceived as being potentially unhelptul

12
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4. Changes in accounting policies (continued)

4,2, TASB Standards issued but not yet effective (continue d)

4.2.5. IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation -
Amendments
Amendments to IAS 16 Property, Plant and Equpment and IAS 38 Intangible Assets address the tollowing

matters:

®  adepreciation method that is based on revenue that is generated by an activity that includes the use
of an asset is not appropriate for property, plant and equpment

® an amortisation method that 1s based on the revenue generated by an actmnty that includes the use of
an intangible asset 15 generally inappropriate except tor imited circumstances

® expected future reductions in the selling price of an item that was produced using an asset could
indicate the expectation of technological or commercial obsolescence of the asset, which, in turn,
might reflect a reduction of the future economic benefits embodied in the asset.

The group’s management have yet to assess the unpact of these new standards on the group’s consolidated
financial statements.

4.2.6. IAS 27 Equity Method i Separate Financial Statements - Amendments

The Amendments to IAS 27 Separate Financial Statements permit investments in subsidiaries, joint ventures
and associates to be optionally accounted for using the equity method in separate financial statements.

The group’s management have yet to assess the impact of this new standard on the group’s consolidated
Financial statements.

4.2.7, IFRS 10, IFRS 12 and TAS 28 'Investment Entities: Applying the Consolidation Exception -
Amendments
The Amendments are aimed at clanfying the following aspects:

o Hxemption from preparing consolidated financial statenents. The amendments confirm that the exemption
from preparng consolidated financial statements for an intermediate parent entity 1s available to a
parent entity that 1s a subsidiary of an investment entity, even if the mvestment entity measures all of
its subsicharies at fair value

o A cubsidiary providing services that relate to the parent's imvestment activities. A subsiciary that provides
services related to the parent's mvestment actrnties should not be consolidated if the subsiciary itself
15 an mvestment entity.

o Application of the equity method by a non-investnent entity investor fo an investnzent entify investee. When applying
the equity method to an associate or a jomnt venture, a non-investment entity mnvestor in an
mvestment entity may retain the fair value measurement applied by the associate or joint venture to
its mterests 1n subsicharies.

o Duclosowes required An investment entity measuring all of its subsicliaries at fair value prowides the
disclosures relating to investment entities required by IFRS 12

The group’s management have yet to assess the impact of these new standards on the group’s consolidated
financial statements.
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4. Changes in accounting policies (continued)

4.2, TASB Standards issued but not yet effective (continue d)

4.2.8. Annual Improvements to IFRSs 20122014 Cycle

(1) Amendments to IFES 7 - Additional gwdance to clarify whether a servwicing contract is continung
mnvolvement in a transterred asset, and clanification on offsetting disclosures in condensed interun financial
statements

(11) Amsendpeents to LAS 9 - Clarify that the high quality corporate bonds used in estimating the discount rate for
post-employment benefits should be denominated in the same currency as the benefits to be paid.

(111) Amendments to LAS 34 - Clanty the meaning of 'elsewhere in the interim report' and require a cross-
reference.

4.2.9. Annual Improvements to IFRSs 2010-2012 Cycle:

(i) Amendments to IFE.S 3-Contingent consicleration that does not meet the definition of an equity instrument is
subsequently measured at each reporting date fair value, with changes recogmsed in consolidated statement of
profit or loss.

(i2) Ameendneents to IFRS 13- The addition to the Basis for Conclusions confirms the existing measurement
treatment of short-term recervables and payables.

(2] Ameendpents to IFES 8- Disclosures are required regarding judgements made by management in aggregating
operating segments (1e. description, economic indicators).

A reconciliation of reportable segments’ assets to total entity assets 15 required 1f this is regularly prowided to
the chief operating decision maker.

(i) Amendnents to LAS 16 and LAS 55- When 1tems are revalued, the gross carrying amount 1s adjusted on a
consistent basis to the revaluation of the net camying amount,

(v) Anzenepeents to LAS 24- Entities that provide key management personnel services to a reporting entity, or
the reporting entity’s parent, are considered to be related parties of the reporting entity.

4.2.10. Annual Improvements 2011-2013 Cycle
(i) Amendments to IFES 7-the amendment to the Basis for Conclusions clarifies that an entity preparing its
IFRS financial statements in accordance with IFRS 1 15 able to use both:

e IFRSs that are currently effective

o JFRSs that have been issued but are not yet eftective, that permits early adoption

The same version of each IFRS must be applied to all periods presented.

(i) Amendments to IFRS 3- IFRS 3 is not applied to the formation of a joint arrangement in the financial
statements of the jomnt arrangement itselt

(itf) Amendments to IFES 13- the scope of the portfolio exemption (IFRS 13.52) includes all items that have
offsetting positions in market and/or co unterparty credit nisk that are recogmsed and measured in accordance
with IAS 39/IFRS 9, wrespective of whether they meet the definition of a financial asset/liabiliry.

The group’s management have yet to assess the impact of these annual improvements on the group’s
consolidated financial statements.

14



PDE

ompressor Free Version

Gulf Cable and Electrical Industries Company ks.cp and Subsidiaries

15

5. Significant accounting policies
The significant accounting policies adopted in the preparation of the consolidated financial statements are set
out below.

5.1. Basis of consolidation

The group controls subsicharies if 1t 1s exposed, or has nights, to vanable returns from its mvelvement with
the subsicdiaries and has the ability to atfect those returns through its power over the subsidiaries. The
financial statements of the subsidianes are plepaled for 1ep01t111g dates which are typically not more than
three months from that of the parent company, using consistent accounting policies. Adjustments are made
for the effect of any significant transactions or events that occur between that date and the reperting date of
the parent company's financial statements.

All transactions and balances between group companies are eliminated on consolidation, including unrealised
gains and losses on transactions between group com]_}ames Where unrealised losses on intra-group asset sales
are reversed on consolidation, the underlying asset 1s also tested for impairment from a group perspective
Amounts reported i the financial statements of subsidiaries have been adjusted where necessary to ensure
consistency with the accounting policies adopted by the group.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recognised from the effective date of acquusition, or up te the effectrve date of disposal, as applicable
Non-controlling interests, presented as part of equity, represent the portion of a subsmhary s profit or loss and
net assets that 15 not held by the group. The group attributes total complehenswe income or loss of
subsicharies between the owners of the parent and the non-controlling interests based on theiwr respective
ownership interests.

When a controlling interest in the subsicharies 1s disposed off, the difference between the selling price and the
net asset value plus cumulative translation difference and goodwill is recognised in the consolidated statement
of profit or loss.

Changes in the group's ownershup interests in subsiciaries 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 nen-controlling interests are adjusted and the fair value of
the consideration paid or received is recognised directly in equuty and attributed to the owners of the parent
company.

5.2. Business combinations

The group applies the acquisition method in accounting for business combinations. The consideration
transterred by the group to obtamn control of a subsidiary is calculated as the sum of the acquisition-date fair
values of assets transferred, liabilities incurred and the equity interests issued by the group, which includes the
tair value of any asset or liability arising from a contingent consideration arrangement. Acquisition costs are
expensed as incurred. For each business combination, the acquirer measures the non-controlling nterests in
the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.

If the business combination 1s achieved in stages, the acqusition date fair value of the acquurer’s previously
held equity interest in the acquiree 1s remeasured to fair value at the acquisition date through consolidated
statement of profit or loss.

The group recognises identifiable assets acquired and liabilities assumed 1 a business combination regardless
of whether they have been previously recognised in the acquiree’s financial statements prior to the
acquisition. Assets acquired and lLiabilities assumed are generally measured at their acqusition-date fair values.
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Notes to the consolidated financial statements [continued)

5. Significant accounting policies (continued)

5.2, Business combinations (continue d)

When the group acquires a business, it assesses the hinancial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and
pertinent conditions as at the acqusition date. This includes the separation of embedded derivatives i host
contracts by the acquiree.

Goodwll 1s calculated as the excess of the sum of a) fair value of consideration transterred, b) the recogmsed
amount of any non controlling interest in the acquiree and ¢} acquisition-date fair value of any existing equity
interest in the acquiree, over the acquisition-date fair values of identifiable net assets. If the fair values of
identifiable net assets exceed the sum calculated above, the excess amount (1e gain on a bargain purchase) is
recognised in profhit or loss immediately. Goodwill is carried at cost less accumulated impairment losses.

5.3. Revenue

Revenue is recogmused to the extent that it 15 probable that the economic benetfits will flow to the group and the
revenue can be reliably measured, regardless of when payment is made.

Revenue anises from the sale of goods and is measured by reference to the fair value of consideration recerved
ot recervable, excluding sales taxes, rebates, and trade discounts.

The group applies the revenue recognition criteria set out below to each separately identifiable component of
rEVENUE,

5.3.1. Sale of goods
Sale of goods 1s recognised when the group has transferred to the buyer the significant risks and rewards of
ownership, generally when the customer has taken undisputed delivery of the goods.

5.3.2. Interest income
Interest income are reported on an acerual basis using the effective mterest method

5.3.3. Dinadend income
Liwndend income are recognised at the time the right to recerve payment is established.

5.4, Operating expenses
Operating expenses are recognised in the consolidated statement of profit or loss upon utilisation of the
service or at the date of their ongin.

5.5. Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised during the period of tune that is necessary to complete and prepare the asset for its intended use
or sale. Other borrowing costs are expensed in the period in which they are incurred and reported i finance
costs.

5.6. Taxation

5.6.1, Kuwart Foundation for the Advancement of Sciences (KFAS)

The contribution to KLFAS is calculated at 1% of taxable profit of the group in accordance with the modified
calculation based on the Foundation’s Board of Cirectors’ resolution, which states that mcome from
associates and subsicharies, Board of Directors’ remuneration, transter to statutory reserve should be excluded
trom profit for the year when determining the contribution.

5.6.2, National Labour Support Tax (NLST)
MNLST is calculated in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions No. 24
of 2006 at 25% of taxable profit of the group after deducting management fees for the year. As per law,
income from associates and subsidianes, cash dimidends from listed companies which are subjected to NLST
have to be deducted from the profit for the year.
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5. Significant accounting policies (continued)

5.6. Taxation (continued)

5.0.3. Zakar
Coentribution to Zakat is caleulated at 1% of the profit of the group in accordance with the Ministry of
Finance resclution Mo 58/2007 effective from 10 Tecember 2007,

5.6.4. Taxation on overseas subsidiaries

Taxation on overseas subsidiaries 1s calculated on the basis of the tax rates applicable and prescribed
according to the prevailing laws, regulations and instructions of the countries where these subsicharies
opetate.

5.7. Property, plant and equipment

5.7.1, Land
Land held for use in production or administration 1s stated at cost. As no finite usetul life for land can be
determined, related carrying amounts are not depreciated.

5.7.2. Buildings, vehicles and other equipment

Buildings, vehicles and other equipment (comprising fittings, furmture and agriculture farm and related
facilities) are iitially recognised at acquisition cest or manufacturing cost, including any costs directly
attributable to bringing the assets to the location and condition necessary for it to be capable of operating n
the manner intended by the group’s management.

Buildings, vehicles other equipment are subsequently measured using the cost model, cost less subsequent
depreciation and impairment losses. Depreciation is recognised on a straight-line basis to write down the cost
less estimated residual value of buildings, vehicles and other equpment The useful life and depreciation
method are reviewed periodically to ensure that the method and period of depreciation are consistent with
the expected pattern of economic benefits anising from items of property, plant and equpment.

The following useful lives are applied:

* Buldings: 20 to 25 years
* Plant and machinery: 10 years
» Vehicles, furniture and equipment: 4 to 10 years

» Agriculture farm and related facilities: 5 to 10 years.
Material resicual value estimates and estimates of useful life are updated as required, but at least annually.

When assets are sold or retied, their cost and accum ulated depreciation are eliminated from the accounts and
any gain or loss resulting from their disposal 1s recognised in the conso lidated statement of protit or loss.

5.8. Financial instruments

5.8.1. Recognition, imrtial measurement and derecognition

Financial assets and financial liabilities are recognised when the group becomes a party to the contractual
provisions of the financial instrument and are measured nitially at fair value adjusted by transactions costs,
except for those carried at fair value through profit or loss which are measured initially at fair value.

A financial asset (or, where applicable a part of financial asset or part of group of similar financial assets)
derecognised when:
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Notes to the consolidated financial statements [continued)

5. Significant accounting policies (continued)
538. Financial instruments (continued)
5.8.1. Recognition, initial measurement and derecogmnition (continued)

e pights to recemve cash flows from the assets have expired,

o the group has transferred its rights to recewve cash flows from the asset or has assumed an cbligation to
pay the recerved cash flows in full without material delay to a third party under a ‘pass through’
arrangement and either.

(a) the group has transferred substantially all the risks and rewards of the asset or
(b) the group has neither transferred nor retained substantially all risks and rewards of the asset but has
transferred control of the asset.

Where the group has transferred its rights to recerve cash flows from an asset or has entered into a pass-

through arrangement and has neither transferred nor retamned substantially all the risks and rewards of the

asset nor transferred control of the asset, a new asset i1s recognised to the extent of the group’s continuing
involvement in the asset

A financial lability 15 derecogmused when the obligation under the liability 1s discharged or cancelled or
expires. When an existing financial liability 1s replaced by ancther from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification 1s treated as a derecognition of the orginal liability and the recognition of a new liability, and the
ditference in the respective carrying amounts is recogrused in consolidated statement of profit or loss.

5.8.2. Classification and subsequent measurement of financial assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initial lecogmtlon

* loans and recervables
» available-for-sale (AFS) financial assets.

All financial assets are subject to review for impairment at least at each reporting date to identify whether
there 1s any objectrve evidence that a financial asset or a group of financial assets i1s impaired Different
critenna to determine impairment are app lied for each category of financial assets, wlich are described below.

¢ [oans and recervables

Loans and recervables are non-dervative financial assets with fixed or determinable payments that are not
quoted in an actrve market. After initial recognition, these are measured at amortised cost using the effectrve
mterest rate method, less prowision for impairment. Discounting 1s omitted where the effect of discounting is
immaterial

Indiwidually significant recervables are considered for impairment when they are past due or when other
obijective enidence 1s recerved that a spemhc counterparty will default Recervables that are not considered to
be mdividually 11npaned are reviewed for impairment i groups, which are determined by reference to the
mdustl_g and region of a counterparty and other shared credit nsk charactenstics. The impairment loss
estimate 15 then based on recent historical counterparty default rates for each identified group.

The sroup categorises loans and recervables into tollowing categories:
Trade acconnt receivables
Trade account recervables are stated at original invoice amount less allowance for any uncollectible amounts.

An estimate for doubtful debts 1s made when collection of the full amount is ne longer probable Bad debts
are written off as incurred.
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5. Significant accounting policies (continued)

5.8. Financial instruments (continued)
5.8.2, Classification and subsequent measurement of financial assers (continued)

Cach and cash equivalents

Cash and cash equivalents comprise cash and bank balances, together with cash in managed portfolios that
are readily convertible nto known amounts of cash and which are subject to an insignificant nsk of changes
i1 value less due to banks.

o AFS financial assets
AFS financial assets are non-denvative financial assets that are either designated to this category or do not
qualify for inclusion in any of the other categories of financial assets.

Financial assets whose fawr value cannot be reliably measured are carried at cost less impairment losses, it any.
Impairment charges are recognised in consolidated statement of profit or loss. All other AFS financial assets
are measured at fair value Gains and losses are recognised in other comprehensive mcome and reported
within the fair value reserve within equity, except for impairment losses, and foreign exchange differences on
monetary assets, which are recognised in consolidated statement of profit or loss. When the asset s disposed
of or 1s determined to be impaired, the cumulative gain or loss recognised n other comprehensive income 1s
reclassified from the equity reserve to consolidated statement of profit or loss and presented as a
reclassification adjustment within other comprehensive income.

The group assesses at each reporting date whether there is objective ewmidence that a financial asset available
tor sale or a group of financial assets available for sale 1s impaired. In the case of equity investments classified
as financial assets available for sale, objective evidence would include a significant or prolonged decline in the
fair value of the equuity investment below its cost. ‘Significant’ 1s evaluated against the orginal cost of the
mvestment and ‘prolonged’ against the period in which the fair value has been below its original cost. Where
there is ewdence of impairment, the cumulative loss 15 removed from other comprehensive income and
recogrused in the consolidated statement of profit or loss.

Reversals of impaiment losses are recognised in other comprehensive income, except for financial assets that
are debt securities which are recognised in consolidated statement of profit or loss only if the reversal can be
objectively related to an event occurring after the impairment loss was recognised.

5.8.3. Classification and subsequent measurement of financial liabilities

The group’s financial liabilities include borrowings, murabaha payables, trade payables, other payables and
accruals and derrvatives financial instruments

The subsequent measurement of financial liabilities depends on their classification as follows:

Borrowings

All borrowings are subsequently measured at amortised cost using the effectrve interest rate method (EIR).
Gains and losses are recogmised in the consolidated statement of profit or loss when the lhabilities are
derecognised as well as through the effective mnterest rate method amortisation process.

Mirabaha payables

Murabaha payables represent amount payable on deferred settlement basis for assets purchases under
murabaha arrangements. Murabaha payables are stated at the contractual amount payable, less deferred profit
payable. Profit payable i1s expensed on a time apportionment basis taking account of the profit rate
attributable and the balance cutstanding,
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Notes to the consolidated financial statements (continued]

5. Significant accounting policies (continued)

5.8, Financial instruments (continued)
5.8.3. Classification and subsequent measurement of financial liabilities (continved)

Trade payables and other liabilities and aceruals
Liabilities are recogrused for amounts to be paid m the future for goods or services recerved, whether billed
by the supplier or not.

Derivative financial ins trunzents

Dervatives are mitially recogmsed at fair value at the date the demvative contract 1s entered mnto and are
subsequently remeasured to their fair value at the end of each reporting period in the consolidated statement
of financial position. The resulting gain or loss 15 recogmsed in the consolidated statement of profit or loss
ummediately unless the derivative 1s designated and effective as a hedging instrument, in which event the
timing of the recognition mn the consolidated statement of profit or loss depends on the nature of the hedge
relationship. A derivative with a positive fair value is recognised as a financial asset while a derivative with a
negative fair value 1s recognised as a financial hability.

MNote 31 sets out details of the fair values of the derrvatrve instruments.

5.9. Trade and settlement date accounting

All ‘regular way’ purchases and sales of financial assets are recognised on the trade date 1e the date that the
entity commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or convention in
the market place.

5.10. Offsetting of financial instruments

Finaneial assets and financial liabilities are offset and the net amount reported in the consolidated statement
of financial position if, and only if, there 1s a currently enforceable legal right to offset the recogmised
amounts and there 13 an intention to settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.

5.11. Amortised cost of financial instruments

This 1s computed using the effective interest methed less any allowance for impairment. The calculation takes
into account any premium or discount on acquisition and includes transaction costs and fees that are an
integral part of the effective interest rate.

5.12. Fairvalue of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date 1s determined
by reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for
short positions), without any deduction for transaction costs.

For tmancial instruments not traded in an active market, the fair value 15 determined using appropriate
valuation techmiques. Such techniques may include using recent arm’s length market transactions; reference to
the current fair value of another instrument that 1s substantially the same; a discounted cash tlow analysis or
other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured are

provided in Note 30.
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Notes to the consolidated financial statements [continued)

5. Significant accounting policies (continued)

513. Impairment testing of non financial assets

An impairment loss 15 recognised for the amount by which the asset’s or cash-generating unit's carrying
amount exceeds its recoverable amount, which is the higher of fair value less costs to sell and value-in-use. To
determine the value-in-use, management estimates expected future cash flows from each cash-generating unit
and determines a switable interest rate in order to calculate the present value of those cash flows. The data
used for impairment testing procedures are directly linked to the group’s latest approved budget, adjusted as
necessary to exclude the effects of future reorgamsations and asset enhancements. Liscount factors are
determined individually for each cash-generating unit and reflect management’s assessment of respective risk
profiles, such as market and asset-specific nsks factors.

Impairment losses for cash-generating units reduce first the carrying amount of any goodwill allocated to that
cash-generating umit. Any remaining impawment loss 1s charged pro rata to the other assets in the cash-
generating umit. With the exception of goodwill, all assets are subsequently reassessed for indications that an
impairment loss previously recogused may no longer exist An impairment charge is reversed if the cash-
generating unit’s recoverable am ount exceeds 1ts carrying amount.

5.14. Inventories

Inventories are stated at the lower of cost and net realsable value. Cost includes all expenses directly
attributable to the manufacturing process as well as swtable portions of related production overheads, based
on normal operating capacity. Costs of ordinarily interchangeable items are assigned using the cost formula,

Net realisable value is the estimated selling price in the ordinary course of business less any applicable selling
expenses.

5.15. Equity, reserves and dividend payments

Share capital represents the nominal value of shares that have been 1ssued and paid up.

Share premium includes any premiums recerved on issue of share capital Any transaction costs associated
with the issuing of shares are deducted from share premium.

Legal and voluntary reserves comprise appropriations of current and prior period profits in accordance with
the requrements of the companies’ law and the parent company's articles of association.

General reserve comprises appropriations of current and prior period profits.

Other components of equity include the following:

*  foreign currency translation reserve — comprises foreign currency translation ditferences ansing from the
translation of financial statements of the group’s foreign entities into Fuwait Dinars.

*  fair value reserve —compmnses gains and losses relating to available for sale financial assets.

Retained earnings includes all current and prior period retained profits. All transactions with owmers of the
parent are recorded separately within equity.

Ciwndend distributions payable to equity shareholders are included in other liabilities when the dividends hawve
been approved in a general meeting,

5.16. Related party transactions
Related parties consist of directors, executive officers, their close family members and companies which they
are principal owners. All related party transactions are approved by management.
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Notes to the consolidated financial statements [continued)

5. Significant accounting policies (continued)

5.17. Employees’ end of service beneifts

The group prowdes end of service benefits to its employees. The entitlement to these benefits 1s based upen
the employees’ final salary and length of service, subject to the completion of a mimimum service period n
accordance with relevant labour law and the employees’ contracts The expected costs of these benefits are
accrued over the period of employment. This liability, which 1s unfunded, represents the amount payable to
each employee as a result of termination on the reporting date.

With respect to its FKuwaiti national employees, the group makes contributions to the Public Institution for
Social Secunty calculated as a percentage of the employees’ salaries. The group’s obligations are limited to these
contributions, which are expensed when due.

5.18. Foreign currency translation

5.18.1. Functional and presentation currency
Each entity i the group determines its own functional currency and items mncluded in the financial
statements of each entity are measured using that functional currency.

5.18.2, Foreign currency transactions and balances

Foreign currency transactions are translated into the functional currency of the respective group entity, using
the exchange rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and
losses resulting from the settlement of such transactions and from the remeasurement of monetary items
denominated in foreign currency at year-end exchange rates are recognised in consolidated statement of
profit or loss. Non-monetary items are not retranslated at year-end and are measured at historical cost
(translated using the exchange rates at the transaction date), except for non-monetary items measured at fair
value which are translated using the exchange rates at the date when fair value was determined.

5.18.3. Foreign operations

In the group’s financial statements, all assets, hiabilities and transactions of group entities with a functional
currency other than the KU are translated inte KU upon conseldation The functional currency of the
entities in the group has remamed unchanged during the reporting period.

On conselidation, assets and liabilities have been translated mto KD at the closing rate at the reporting date
Income and expenses have been translated into {ID at the average rate over the reporting period Exchange
differences are charged,f credited to other comprehensive income and recognised mn the foreign currency
translation reserve in equity. On dispesal of a foreign operation, the related cumulatrve translation ditferences
recogrsed 1n equity are reclassified to consolidated statement of profit or loss and are recognised as part of
the gain or loss on disposal

5.19. Provisions, contingent assets and contingent liabilities

Provisions are recognised when the group has a present legal or constructive obligation as a result of a past
event, it 15 probable that an outtlow of economic resources will be required from the group and amounts can
be estimated reliably. Timing or amount of the outflow may still be uncertain,

Provisions are measured at the estunated expenditure required to settle the present obligation, based on the
most reliable evidence available at the reporting date, including the risks and uncertainties associated with the
present obligation. Where there are a number of similar obligations, the hkelthood that an outflow will be
required in settlement is determined by considering the class of obligations as a whole. Prowsions are
discounted to their present values, where the time value of money is material
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Notes to the consolidated financial statements [continued)

5. Significant accounting policies (continued)

5.19. Provisions, contingent assets and contingent liabilities (continued)
Contingent assets are not recognised in the consolidated financial statements, but are disclosed when an
inflow of economic benefits is probable.

Contingent liabilities are not recognised in the consclidated statement of financial position, but are disclosed
unless the possibility of an cutflow of resources embodying economic benefits is remote.

5.20. Segment reporting

The group has two operating segments: the manufacturing and investment segments. In identifying these
operating segments, management generally follows the group’s service lines representing its main products
and services. Each of these operating segments 1s managed separately as each requires different approaches
and other resources. All inter-segment transfers are carried out at arm’s length prices.

For management purposes, the group uses the same measurement policies as those used in its financial
statements. In addition, assets or liabilities which are not directly attributable to the business activities of any
operating segment are not allocated to a segment

6. Significant management judgements and estimation uncertainty

The preparation of the group’ consolidated financial statements requires management to make judgments,
estimates and assumptions that affect the reported amcunt of revenues, expenses, assets and liabilities and
the disclosure of contingent liabilities, at the end of the reporting period However uncertainty about these
assumptions and estimates could result in cutcomes that require a material adjustment to the carrying amount
of the asset or liability affected in future periods.

6.1, Significant management judgments

In the process of applying the group’s accounting policies, management has made the following significant
udgments, which have the most significant effect on the amounts recognised in the consclidated financial
statements:

6.1.1. Classification of financial instroments
Judgements are made in the classification of financial instruments based on management’s intention at
acquisition.

The group classifies financial assets as held for trading if they are acquired primarily for the purpose of short
term profit making,

Classification of financial assets as fair value through statement of profit or loss depends on how
management monitors the performance of these financial assets. When they are not classified as held for
trading but have readily available fair values and the changes in fair values are reported as part of consolidated
statement of profit or loss in the management accounts, they are dlassified as fair value through statement of
profit or loss.

Classification of assets as loans and receivables depends on the nature of the asset. If the group is unable to
trade these financial assets due to inactive market and the intention is to receive fixed or determinable
payments the financial asset is classified as loans and recewvables.

All other financial assets are classified as available for sale
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6. Significant management judgements and estimation uncertainty
(continued)

6.1. Significant management judgments (continued)

6.1.2. Control assessment

When determining control, management considers whether the group has the practical ability to direct the
relevant activities of an investee on its own to generate returns for itsdf The assessment of relevant activities
and ability to use its power to affect variable refturn requires considerable judgement

6.2. Estimates uncertainty

Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, liabilities, income and expenses 1s provided below. Actual results may be substantially
different.

6.2.1. Impairment of available for sale equity investments

The group treats available for sale equity investments as impaired when there has been a significant or
prolonged decline in the fair value below its cost or where other objective evidence of impairment exists. The
determination of what 1s “significant” or “prolonged” requires considerable udgment

6.2.2. Impairment of trade receivables

An estimate of the ccllectible amount of trade accounts receivable 1s made when collection of the full amount
is no longer probable For individually significant amounts, this estmation is performed on an individual
basis. Amounts which are not individually significant, but which are past due, are assessed collectively and a
provision applied according to the length of time past due, based on historical recovery rates.

At the financial position date, gross trade accounts recevable were KID31,697,198(31 December 2013
KID28,324,289), and the provision for doubtful debts was 102,886,302 (31 December 2013 KID2,721,437).
Any difference between the amounts actually collected in future periods and the amounts expected will be
recognised in the consolidated statement of profit or loss.

6.2.3. Impairment of inventories

Inventories are held at the lower of cost and net realisable value When inventories become old or obsolete,
an estimate is made of their net realisable value For individually significant amounts this estimation is
performed on an indrndual basis. Amounts which are not individually significant, but which are old or
obsclete, are assessed collectively and a prowvision applied according to the inventory type and the degree of
ageing or obsolescence, based on historical sdling prices.

Management estimates the net realisable values of inventories, taking into account the most reliable evidence
available at each reporting date The future realisaton of these inventories may be affected by future
technology or other market-driven changes that may reduce future selling prices.

At the fmancial position date, gross inventories in stores were KID50,614,515 (31 December 2013
K1D40,228,783), with provision for old and obsolete inventories of KID548,999 (31 December 2013
KID276,021). Any difference between the amounts actually realised in future periods and the amount
expected will be recognised in the consolidated statement of profit or loss.

6.2.4. Useful lives of depreciable assets

Management reviews its estimate of the useful lives of depreciable assefs at each reporting date, based on the
expected utdity of the assets. Uncertainties in these estimates relate to technical obsolescence that may change
the utility of certain software and equipment.
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Notes to the consolidated financial statements [continued)

6. Significant management judgements and estimation uncertainty
(continued)

6.2. Estimates uncertainty (continued)

6.2.5. Fair valne of financial instruments

Management apply valuation techniques to determine the fair value of financial instruments where active
market quotes are not available This requires management to develop estimates and assumptions based on
market inputs, using observable data that market participants would use i prcing the instrument “Where
such data is not observable, managementuses its best estimate. Estimated fair values of financial insttuments
may vary from the actual prices that would be achieved in an arm’s length transaction at the reporting date
(ses note 30).

7. Subsidiary companies

The financial statements of the following subsidiaries were consolidated with the financial statements of the
parent company up to 31 December 2014

Country of Percentage
Name incorporation Ownership Activity
31 Dec. 31 Dec
2014 2013
Gulf Cable and Multi Industries 5 Manufacture and supply of
Company - JSC Jordan 945%  94.5% electrical cables and related
products and holding investments.
Hawraa Regional General Trading ) a )
& Contracting Co. W.L.L BUar A General Trading and Contracting

7.1. Business combination

During the year, the group acquired 97.3% equity shares in Hawraa Regional General Trading & Contracting
Company - WLL - Kuwait for a total consideration of KZD250,000. The subsidiary has not commenced 1ts
activities up to the reporting date of these consclidated financial statements.

The details of acquisition of Hawraa Regional General Trading & Contracting Co. W.LL at the date of the
acquisition were as follows:

N f subsidi Interest Total net MNet assets Purchase
WIS T IRy acquired assets acquired consideration Goodwill
%o KD KD KD KD

Hawraa Regional General Trading &

o, -
Contracting Co. WL L 97.3% 250,000 250,000 250,000

The fair value of the identifiable assets and liabilities has been determined at the date of acquisiion and
approximate their carrying values.

25



PDF Compressor Free Version

201/

Annual Report

7. Subsidiary companies (continued)

7.2, Subsidiary with material non-controlling interests

Summarised financial information for Gulf Cable Multi Industries Company-JSC (Jordan), before intragroup

eliminations, 1s set out below:;

Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Total assets 24,238,386 25 657,295
Total liabilities 14,434,573 16,653,209
Met equity attributable to the owners ofthe parent company 9,264,603 8,508,861
MNet equity attributable to non-controlling interests 539,210 495 225
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Revenue 32,562,740 28,298,768
Profit for the year attributable to the owners of the parent company 423,645 648,136
Profit for the year attributable to NCI 24,657 37,722
Profit for the year 448,302 685,858
Total comprehensive income forthe year attributable to the owners ofthe
parent company 423,645 648,136
Total comprehensive income for the year attributable to NCI 24 657 37,722
Total comprehensive income for the year 448,302 685,858
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
MNet cash from/(used in) operating activities 2,088,675 (3,589,671)
MNet cash used in investing activities (659,643) (158,820}
Met cash (used in)from financing activities (1,932,059) 3,700,133
Net cash outflow (503,027) (48,358}

7.3. Interest in unconsolidated (NIC) structured entities
The group has no interests in unconsolidated structured entities.
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Notes to the consolidated financial statements (continued)

8. Profit for the year
Profit for the year 1s stated after charging

Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Staff costs (note 8a) 5,326,238 5,660 992
Depreciation (note 8b) 1,610,627 1,783,879
a  Staff costs for the year have been allocated as follows:
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Cost of sales 3,019,123 3,008,909
General and administrative expenses 1,621,502 2023193
Commercial expenses 685,613 628,890
5,326,238 5,660,992
b.  Depreciation for the year has been allocated as follows:
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Cost of sales 1,451,743 1,598,956
General and administrative expenses 154,851 176,825
Commercial expenses 4,033 8,098
1,610,627 1,783,879
9. Net loss on financial assets
Net loss on financial assets, analysed by category, is as follows:
Year ended Year ended
31 Dec. 31 Dec.
2014 2013
KD KD
Receivables:
- Bank balances 4810 5,584
Avallable for sale investments:
- Recognised directly in consolidated statement of comprehensive income (15,459,996) (16,057,733)
- Recycled from other comprehensive income to consolidated statement of
profit or loss:
+ onimpairment (8,668,158) (B87,289)
# 0N sale (15,117) 133,601
- Recognised directly in consolidated statement of profit or loss 6,360,084 9,158,072
(17,778,377) (7447 765)
Distributed as follows:
Met (loss Y gain recognised in the consolidated statement of profit loss (2,318,381) 8,609,968
Met loss recognised in the consolidated statement of comprehensive income (15,459,996) (16,057,733)
(17,778,377) (7447 765)
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10. Basic and diluted earmnings per share attributable to the owners of the

parent company
Basic and diluted earnings per share are calculated by dividing the profit for the year attributable to the
owners of the parent company by weighted average number of shares cutstanding during the year, excluding
treasury shares as follows:

Year ended Year ended
31 Dec. 31 Dec.
2014 2013
Profit for the year attributable to the owners ofthe parent company (KD) 4,549,199 9 965 482
\Weighted average shares in issue during the year (number) 209,931,310 209,931,310

Basic and diluted earnings per share attributable to the owners of the parent
company 22 Fils 47 Fils
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12. Available for sale investments
The components of available for sale investments are as follows:

31 Dec. 31 Dec.
2014 2013
KD KD

Local quoted securities held through managed portfolios 79,843,244 99 899 493
Local unquoted securities held through managed portfolios 6,592,847 7,943 609
Forelgn quoted securities held through managed portfolios 10,228,276 8,959,340
FDI‘EIQI‘I unquoted securities held T.hI‘DL.IQh managed portfolios 27,392 27,382
Foreign unquoted securities 15,911,271 15,911,271
Local unquoted securities 40,425 40,381
Local managed fund 2,106,317 2,150,614
Foreign managed funds 484,735 508,133
115,234,507 135,440,233

¢ During the year the group recognised impairment loss of KIDE,668,158 (31 December 2013: KIDG87,289)
in respect of certain available for sale investments.

¢ Foreign and local unquoted seairities incude investments amcounting to KI015,922,585 (31 December
2013 KID15,922,565) stated at costless impairment due to the unpredictable nature of future cash flows
and the unavaiability of other financial information to arrive at a reliable measure of fair value
Management has performed an analysis of the underdying investments which indicates that there is no
impairment

® DManaged funds include mvestments in umts of private equity funds amounting to KID2,591,052(31
December 2013 KIDZ,658,747). Fair value of these nvestments are determuned using net asset values
reported by the investment managers and the management believes that these represent the best estimate
of fair values available for these investments.

13. Inventories

31 Dec. 3 Dec.
2014 2013
KD KD
Raw materials 20,729,687 11,393,838
Finished goods 20,693,400 18437, 711
Woark-in-progress 7,242,018 8,476,650
Spare parts 1,949,410 1,820,554
50,614,515 40,228,783
Provision for obsolete and slow moving inventories (548,999) (276,021}
50,065,516 39,952 762
Goods in transit and prepaid letters of credit 1,747 607 5,031,302
51,813,123 44 984 064
14. Trade accounts receivable
31 Dec. 31 Dec.
2014 2013
KD KD
Trade accounts receivable 31,687,198 28,324 289
Provision for doubtful debts (2,886,302) (2,721 437)
28,810,896 25,602,852
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Notes to the consolidated financial statements (continued)

14. Trade accounts receivable (continued)

The carrying values of the financial assets included above approximate their fair values and all of these are
due within one year, such that the effect of any difference between the effective interest rate applied and the
estimated current market rate is not significant

Trade receivables are non-interest bearing and generally due on 30 — 180 days terms.

As at 31 December, the movement in the provision for doubtful debts s as follows:

31 Dec. 31 Dec.
2014 2013
KD KD
Balance at 1 January 2,721,437 2997 512
Charged for the year 663,938 663 606
Reversal of provision no longer required (505,453) (939,861)
Foreign currency adjustment 6,380 180
Balance at 31 December 2,886,302 2721437
As at 31 December the aging analysis of trade recervables is as follows:
31 Dec. 31 Dec.
2014 2013
KD KD
Meither past due nor impaired:
- less than three months 15,008,153 17,451,332
- three — six months 7,562,881 4 457 649
Impaired:
- aver six months 9,126,164 5,415,308
Total trade accounts receivable 31,697,198 28324 2859

15. Cash and cash equivalents
Cash and cash equivalents in the consolidated statement of cash flows comprise the following accounts:

31 Dec. 31 Dec.
2014 2013
KD KD
Cash in hand 16,631 26,910
Cash held in managed portfolios 842 865 5,918,207
Bank balances 2,770,339 4211579
Total cash and cash equivalents 3,629 835 10,154 696
Less: due to banks (20,377) (138,160)
Cash and cash equivalents as per consolidated statement of cash flows 3,609,458 10,016 536
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Notes to the consolidated financial statements [continued)

16. Share capital

31 Dec. 31 Dec.
2014 2013
KD KD
Authorised, issued and fully paid in cash for 209,831,310 shares of 100
Kuwaiti Fils each 20,993,131 20,993,131

17. Share premium
Share premium 1s not available for distribution.

18. Reserves

The Companies Law and the parent company’s articles of association require 10% of the profit for the year
attributable to the owners of the parent company before KKFAS, NLST, Zakat and Directors’ remuneration is
transferred to the legal reserve. The shareholders of parent company may resclve to discontinue such annual
transfers when the reserve totals 50% of the paid up share capital.

Distribution of legal reserve is limited to the amount required to enable the payment of a dividend of 5% of
paid up share capital to be made in years when retained earnings are not sufficent for the payment of a
dividend of that amount

According to the parent company’s articles of association and the Companies Law, 10% of the profit for the
year attributable to the owners of the parent company before KFAS, NLST, Zakat and Directors’

remuneration is transferred to the voluntary reserve.

The board of directors’ decided to transfer 10% of the profit for the year attributable to the owners of the
parent company before KZFAS, NLST, Zakat and Directors’ remuneration to the general reserve.

There are no restrictions on distribution of voluntary and general reserves.

19. Other components of equity

Foreign
currency
Fair value translation
reserve reserve Total
KD KD KD
Balance at 1 January 2014 (2,623,448) (152,343) (2,775,791)
Exchange differences arising on translation of forsign
operations - 332,087 332,097

Available for sale investments:
- Net change in fair value arising during the year (24,143 ,271) - (24,143,271)

- Transferred to consolidated statement of profit or loss
on sale 15,117 - 15,117

- Transferred to consolidated statement of profit or loss

on impairment 8,668,158 2 8,668,158
Total other comprehensive (lossYincome for the year (15,459,996) 332,097 (15,127 ,899)
Balance at 31 December 2014 (18,083,444) 179,754 (17,903,690)
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19. Other components of equity (continued)

Foreign
currency
Fair value translation
reserve reserve Total
KD KD KD
Balance at 1 January 2013 13,434 285 (152,179) 13,282 106
Exchange differences arising on translation of fareign
operations - (164 ) (164)
Available for sale investments:
- Net change in fair value arising during the year (16,611,421) - (16,611,421)
- Transferred to consolidated statement of profit or loss
on sale (133,601} - (133,601)
- Transferred to consolidated statement of profit or loss
on impairment 687,289 - 687,289
Total other comprehensive loss for the year (16,057,733) (164 ) (16,057,897)
Balance at 31 December 2013 (2,623448) (152,343) (2,775791)
20. Long term loans
31 Dec. 31 Dec.
2014 2013
KD KD
- USD 50,000,000 facility 10,319,750 12,784 500
- USD 20,000,000 facility - 113,640
- KD 40,000,000 facility 10,000,000 20,000,000
20,319,750 32,898,140
Instalments due within next twelve months (13,243,350) {12,954 640)
Instalments due after next twelve months 7,076,400 19,943,500

e Long term loan facility amounting to US$50,000,000 was obtained from a regional bank The loan 1s
unsecured and carries floating interest of 215% (31 December 2013:215%) per annum above six
months LIBOR. The loan 1s repayable in four semu annual instalments of US$5,000,000 each and five
semi annual instalments of US§ 6,000,000 each ending on 18 September 2017.

e Long term loan facility amounting to US$20,000,000 was obtained from a local bank The loan is
unsecured and carries interest of 1.75%(31 December 20131.75%) above three months LIBOR. The
loan is repayable in twenty quarterly instalments of USH1,000,000 each The last instalment has been
settled during the year,

¢ Long term loan facility amounting to KD 40,000,000, which were obtained from a local bank The loan
1s unsecured and carries interest of 1.75% (31 December 2013: 2.5%) per annum above Central Bank of
Fuwait discount rate The loan is repayable in eight semi annual instalments of KID5,000,000 each
ending on 15 August 2015.
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21. Short term loans

31 Dec. 31 Dec.
2014 2013
KD KD
Kuwait Dinar facility 18,500,000 22 100,000
USD facilities 14,520,366 8,176,648
33,020,366 30,276,648

The group obtained unsecured short term loans from local banks carrying interest rate ranging from 1.25% to
1.75% (31 December 2013: 1.5% to 2%) per annum above Central Bank of Kuwait discount rate and floating
interest rate of 1.75% to 2% (31 December 2013: 1.5% to 2%) per annum above three months LIBOR. The

loans mature on various dates ending 12 May 2015

22. Murabaha payables

31 Dec. 31 Dec.
2014 2013
KD KD
USD facilties 10,588,754 :
10,588,754 -

The group obtained murabaha facilities from a local Islamic Bank and it carries profit rate of 2.33%. The
murabaha payables mature on various dates ending 27 May 2015,

23. Other payables and accruals

31 Dec. 31 Dec.
2014 2013
KD KD

Kuwait Foundation for the Advancement of Sciences 48,729 105,181
National Labour Support Tax 5 108,174
Contribution to Zakat 5 29,270
Directors' remuneration 275,000 310,000
Brokers payable = 13,809
Uncollected dividends 2,134,359 2,031,392
Accrued staff dues 3,728,995 4,290,992
Other liabilities 1,084,135 887,027

7,271,218 7,775,845

24. Proposed dividends

Subject to the requisite consent of the rdevant authorities and approval of the general assembly, the directors
propose for the year ended 31 December 2014 a cash dividend of 20% which equivalent to 20 Fils per share
of paid up share capital.

The Annual General Assembly of the sharehclders held on 20 Aprl 2014 approved the consclidated
financial statements of the group for the year ended 31 December 2013 and dedlared cash dividend of 30%
equivalent to 30 Fils per share amounting to K1D6,297,939 for the year ended 31 December 2013 and was
paid following that approval.
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25. Segmental information

Operating segments are identified based on internal management reporting information that is regularly
reviewed by the chief operating decision maker in order to allocate resources to the segment and to assess it

performance and it reconcile to group profit or loss.

The group’ reportable segments are cable manufacture and mvestment The information rdating to these

segments are as follows:

Cable
manufacture Investment Total
KD KD KD
At 31 December 2014
Revenue/{loss) 112,408,337 (2,223,759) 110,184,578
Segment profit/{loss) 8,615,222 (3,717,637) 4,897,585
Unallocated expenses (323,729)
Profit for the year 4,573,856
Total assets 92,625,696 116,839,680 209,365,275
Total Liabilities (43,138,5671) (34,104,279) (77,242,850)
Met assets employed 49,387,024 82,736,401 132,122,426
Purchase of property, plant and equipment 734,712 - 734,712
Depreciation 1,610,627 - 1,610,627
Impairment of available for sale investments - 8,668,158 8,668,158
Finance costs 763,627 1,252,034 2,015,561
Dividend income - 6,383,049 6,383,049
At 31 December 2013
Revenue 97 872275 8610072 106 482 347
Segment profit 3,822 393 6,733 436 10,665,829
Unallocated expenses (552,625)
Profit for the year 10,003,204
Total assets 84 605,602 141,356 440 225962 042
Total Liabilities {38,887,235) (38,019,728) (77,006,963)
Purchase of property, plant and equipment 373,332 373,332
Depreciation 1,783,879 - 1,783,879
Impairment of available for sale investments - 687,289 687,289
Finance costs 822 095 1,603 561 2425656
Dividend income 7,951 495 7951495
Geographical information:-
31 Dec. 31 Dec.
2014 2013
KD KD

Revenue:
K uwait 78,741,520 76,505,698
Middle East 31,385,829 29 818423
International 67,229 158,226

110,184,678 106,482 347
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26. Related party transactions

Related parties represent major shareholders, directors and key management personnel of the group, and entities
controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of these
transactions are approved by the group’s management Transactions between the parent company and its
subsidiaries which are related parties of the parent company have been eliminated on consolidation and are not
disclosed in this note. Details of transactions between the group and other related parties are disclosed below.
During the period, the group entities entered into the following transactions with related parties that are not
members of the group:

31 Dec. 31 Dec.
2014 2013

KD KD
Amounts included in consolidated statement of financial position
Trade accounts receivables 3,826,677 2,104,747
Other receivables and prepayments 291,750 -
Trade accounts payables 6,095 5016
Amounts included in consolidated statement of profit orloss
Sales 3,337,852 2237018
Industrial expenses (7,603) (27,084}
(Frovision Jreversal of provision doubtful debts (178,148) 42187
Key management compensation:
Salaries and other short term benefits 391 ,TD? 440,130
End of service benefits 125,844 42913
Provision for directors' remuneration 275,000 310,000

792,551 793,043

27. Capital commitments
At 31 December 2014, the group was committed to purchase new machinery and equipment amounting to
FI0184,532 (31 December 2013: KID416,303).

28. Contingent liabilities
Contingent liabilities at 31 December 2014 in respect of outstanding letters of guarantee amounted to
KID6,653,411 (31 December 2013: KID6,622,081).

29. Risk management objectives and policies
The group’s activities expose it to variety of financial nisks: market nisk (induding currency risk, interest rate
risk and price risk), credit risk and liquidity risk.

The parent company’s board of directors are ultimately responsible for the overall risk management and for
approving risk strategies and principles. The group’s risk management focuses on actively securing the
group’s short to medum term cash flows by minimizing the potential adverse effects on the group’s financial
performance. Long term financial investments are managed to generate lasting returns.

The group does not enter into or trade financial instruments, including derivative financial instruments, for
speculative purposes.

The most significant financial risks to which the group is exposed are described below.
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29. Risk management objectives and policies (continued)
29.1. Market nisk

a) Foreign currency risk

The group mainl‘y operates in the GCC and other Middle Eastern countries and is exposed to foreign
currency risk arising from wvarious foreign currency exposures, Pumauly with respect to Bahrain Dinar and US
Lollar. Foreign exchange risk arises from future commereial transactions, recognised assets and liabilities and
net investments 1n fo Le1g11 opelanons.

To mitgate the group’s exposure to foreign currency nsk, non-Kuwaiti Dinar cash flows are momtored and
torward exchange contracts, if required, are entered into in accordance with the group’s risk management
policies Generally, the group’s risk management procedures distinguish short-term foreign currency cash
flows (due within twelve months) from longer-term cash flows.

Where the amounts to be paid and received in specific currency are expected to largely offset one another, no
further hedging actrvity 1s undertaken Forward foreign contracts are mainly entered into for sigmficant long-
term foreign currency exposures that are not expected to be otfset by other currency transactions.

The group had the following net sigmificant exposures denominated in foreign currencies, translated mnto
Fuwaiti Dinar at the closing rate at year enc:

31 Dec. 31 Dec.
2014 2013
KD KD
Bahrani Dinar 2,929,965 57325125
S Dollar (29,146,760} (7,214 537)

The fo reign currency sensitivity is determined based on 2% (2013: 2%) increase or decrease in exchange rate.
There has been no change duning the year in the methods and assumptions used i preparing the sensitrity
analysis.

If the Kuwaiti Dinar had strengthened against the foreign currencies assuming the above sensitinity, then this
would have the following impact on the profit for the year. There is no impact on the group’s equuty:

Profit for the year

31 Dec. 31 Dec.
2014 2013
KD KD
Bahrani Dinar (68,599) (106,503}
IS Dollar 582936 144 291
524,336 37,788

If the Kuwaiti Cinar had weakened against the foreign currencies assuming the above sensitivity, then impact
on the group’s profit for the year would have been equal and opposite to the above.

Exposures to foreign exchange rates wvary during the year depending on the volume and nature of the

transactions. INonetheless, the analysis above is considered to be representative of the group’s exposure to the
foreign currency risk
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29. Risk management objectives and policies (continued)
29.1. Market risk (continued)

b) Interest and profit rate risk

Interest and profit rate nisk anses from the possibility that changes in interest and profit rates will affect
future profitability or the fair values of financial instruments. The group has no significant interest bearing
assets other than bank balances. The group is exposed to interest rate risk with respect to its borrowings
which are both at fixed rate and floating interest rate The risk is managed by the group by maintaining an
appropriate mix between fixed and floating rate borrowings. The board meonitors the interest rate risk by
setting limits.

Positions are monitored on a regular basis and hedging strategies are used, if required, to ensure positions are
maintained within established limits.

The following table illustrates the sensitivity of the profit for the year to a reasonably possible change in
interest rates of +1% and —1% (2013 +1% and —1%) with effect from the beginning of the year These
changes are considered to be reasonably possible based on observation of current market condition.

The calculations are based on the group’s financial insttuments held at each financial position date. All other
variables are held constant. There is no impact on the group’ equity:

31 Dec. 2014 31 Dec. 2013
+1% -1% +1% -1%
KD KD KD KD
Profit for the year (634,423) 634,423 (626 449) 6526449

There has been no change during the year in the methods and assumptions used in preparing the sensitivity
analysis.

c) Price risk
The group is exposed to equity price risk with respect to its equity investments. Equity investments are
classified as available for sale

To manage its price risk arising from investments in equity securities, the group diversifies its portfolio.

The sensitivity analysis below has been determined based on the exposute to equity price risks at the
reporting date. There has been no change during the year in the methods and assumptions used in preparing
the sensitivity analysis.

If equity prices had been 2% (2013: 2%) ligher/lower, the effect on the profit for the year and equity would
have been as follows:

31 Dec. 2014 31 Dec. 2013
Increase Decrease Increase Decrease
2% 2% 2% 2%
Available for sale investments
Impact on equity 1,957,187 504,464 2,708,805 (2,156,890)
Impact on profit for the year - (2,461,651) - (551,915)

1.2, Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. The group credit policy and exposure to credit risk is monitored on an
ongoing basis. The group seeks to avoid undue concentrations of nisks with indrviduals or groups of customers
in specific locations or business through diversification of its activities. It also obtains seaurity when appropriate
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29. Risk management objectives and policies (continued)

29,2, Credit risk (continued)
The group’s exposure to credit risk i1s hmited to the carrying amounts of financial assets recogmsed at the
conso lidated financial position date, as summarnized below:

31 Dec. 31 Dsc.

2014 2013

KD KD
Available forsale investments 99,282 811 119,488 581
Trade accounts receivable 28.810,896 25602852
Other receivables {excluding prepayments) 1,080,289 210,638
Cash and bank balances 3,613,204 10,127,786
132,787,200 155429857

Cash and bank balances are maintamed with high credit quality financial msttutions. Trade aceounts
receivable are presented net of provision for doubtful debts. Management believes the net balances are
neither past due nor impaired

29.3. Liquidity risk
Liquidity nisk 1s the risk that the group will be unable to meet its Labilities when they fall due  To limit this
nsk, management has arranged diversified funding sources, manages assets with liqudity in mind, and

monitors liquidity on a regular basis.

The table below summarises the discounted matunty profile of the group’s assets and liabilities. The maturities
of assets and liabilities have been determined on the basis of the remaiming period from the consolidated
financial position date to the contractual matunty date. The matunty profile for available for sale investments 1s
determined based on management's estimate of liqudation of those investments.

Maturity profile of assets and liabilities at 31 December 2014

Up to 1 1-3 312 Over
month months months 1 year Total
2014 KD KD KD KD KD
Assets
Froperty, plant and equipment - - - 8472869 8,472,869
Available for sale investments - - - 116,234,507 115,234 507
Inventories 8,168,642 24,505,927 19,138,654 - 51,813,123
Trade accounts receivable 6,977,440 16,745,859 5,087,597 - 28,810,896
Other receivables and
prepayments 79,699 523,500 800,846 - 1,404,045
Cash and bank balances 3629835 - - - 3,629,835
18,855,616 41,775,286 25,026,997 123,707,376 209,365,275
Liabilities
Provision for employeses' end of
senvice benefits - - - 2,487,023 2,487,023
Term loans 8,500,000 30,119,208 7,644,508 7,076,400 53,340,116
Trade accounts payable - 3,636,362 - - 3,635,362
Other payables and accruals 87,784 1.371.414 5,812,020 - 7,271,218
Murabaha payables - 9,114,504 1,474,250 - 10,588,754
Dus to banks 20,377 - - - 20,377
8,608,161 44,140,488 14,930,778 9,663,423 77,242,850
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29. Risk management objectives and policies (continued)

29.3. Liquidity risk (continued)
Maturity profile of assets and liabilities at 31 December 2013

Upto 1 13 3-12 Over
month months months 1 year Total
KD kD kD KD kD
2013
Assets
Property, plant and equipment - - - 9.152430 9,152 430
Available for sale invastments - - - 135 440,233 135,440,233
Inventories 7,497 344 22492 033 14 994 687 - 44 984 064
Trade accounts receivable 6,200,514 14 881,236 4521102 - 25,602,852
Other receivables and
prepayments 29080 132 168 466,519 - 627,767
Cash and bank balances 10,154 696 - - - 10,154 696
23,881,634 37,505 437 19,982,308 144,592 663 225,962 042
Liabilities
Pravision for employees' end of
service benefits - - - 2145342 2145342
Term loans 1,378,028 32,351,657 9,501,603 19,843,500 63,174,788
Trade accounts payable - 3,772,828 - - 3,772828
Other payables and accruals 924 448 1,342 944 5508453 - 7.775.845
Due to banks 138,160 - - - 138,160
2440636 37467429 15,010,056 22083 842 77,006,963

30. Fair value measurement

30.1. Fair value hierarchy

Fair value represents the price that would be received to sell an asset or paid to transfer a liabdity in an
orderly transaction between market participants at the measurement date.

Financial assets and financial liabilines measured at fair value in the consolidated statement of financial
position are grouped into three Levels of a fair value hierarchy. The three Levels are defined based on the
observability of significant inputs to the measurement, as follows:

o Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabiities;

o Level 2 fair value measurements are those dertved from inputs other than quoted prices that are observable
for the asset or liabiity, either directly (1.e. as prices) or indirecty {1.e. derved from prices), and

o Level 3 fair value measurements ate those derwved from valuation techmiques that include imputs for the
asset or liability that are not based on observable market data {(uncbservable inputs).
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30. Fair value measurement (continued)

301  Fairvalue hierarchy (continued)
The carrying amounts of the group’s financial assets and habilities as stated in the consolidated statement of
financial position are as follows:

31 Dec 31 Dec
2014 2013
KD KD

Financial assets:
Loans and receivables at amortised cost:
- Trade accounts receivable 28.810,896 25 602 852
- Other receivables {excluding prepayments) 1,080,289 210.638
- Cash and bank balances 3,613,204 10,127,786
Available for sale investments
-At fairvalue 97,869,361 117,205,087
-At cost less impaiment, if any. 17,375,146 18,235 146

148,738,896 171,381,500
Financial liabilities:
Financial liabilities at amortised cost:
-Long term loans 20,319,750 32,888,140
-Trade accounts payable 3,535,362 3772828
-Other payables and accruals 7,271,218 7,775,845
-Short term loans 33,020,366 30,276,648
-Murabaha payables 10,588,754 -
-Due to banks 20377 138,160

74,755,827 74,861,621

Management considers that the carrying amounts of loans and receivables and all financial liabihities, which

are stated at amortised cost, approximate their fair values.

The level within which the financial asset or liability 1s classified 1s determined based on the lowest level of

significant input to the fair value measurement

30.2. Fair value measurement of financial instruments

The financial assets and liabilities measured at fair value on a recurring basis i the interim condensed

conso lidated financial position are grouped mto the fair value hierarchy as follows:

31 December 2014 Level 1 Level 2 Level 3 Total
KD KD KD KD

Available for sale investment:

Local guoted secunties held through managed

portfolios 79,843,244 - - 79,843,244

Local unguoted securities held through managed

portfolios - - 5,140,286 5,140,286

Foreign quoted secunties held through managed

portfolios 10,228,276 - - 10,228,276

Foreign unquoted securities held through managed

portfolios - - 27,392 27,392

Local unguoted securitias - - 29,111 29,111

Local managed fund - 2,106,317 - 2,106,317

Foreign managed funds - 484,735 - 484,735
90,071,520 2,691,062 5,196,789 97,859,361
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30. Fair value measurement (continued)

30.2. Fair value measurement of financial instruments (continued)

31 December 2013 Level 1 Level 2 Level 3 Total
KD KD KD KD

Available for sale investment:

Local quoted securities held through

managed portfolios 89,899,493 - - 99,899 4593

Local unguoted securities held through

managed portfolios - = 5,631,048 5,631,048

Foreign unquoted securities held through

managed portfolios 8,959, 340 - - 8,959,340

Foreign unquoted securities held through

managed portfolios - - 27,382 27,382

Local unguoted securities - - 25 067 28 067

Local managed fund - 2150614 - 2,150,614

Foreign managed funds - 508,133 - 508,133
108,858,833 2658747 5,687 507 117,205,087

There have been no significant transfers between levels 1 and 2 during the reporting period.

Measurement at fair value
The methods and valuation techniques used for the purpose of measuring fair value are unchanged compared
to the previous reporting period.

a) Quoted securities
All the listed equity securities are publicly traded in stock exchanges Fair values have been determined by
reference to their quoted bid prices at the reporting date.

b) Unquoted securities

The financial statements include holdings in unlisted securities which are measured at fair value. Fair value is
estimated using a discounted cash flow model or other valuation techniques which include some assumptions
that are not supportable by observable market prices or rates.

c) Investment in managed funds
Investment funds managed by other mainly comprise of unquoted units and the fair value of these units has
been determined based on net assets values reported by the fund manager as of the reporting date.

Level 3 fair value measurements

The group's financial assets and liabilities classified in Level 3 uses valuation techniques based on significant
inputs that are not based on observable market data. The financial mstruments within this level can be
reconciled from beginning to ending balances as follows:

Avallable for sale

investments
31 Dec. 31 Dec.

2014 2013

KD KD
Opening balance 5,687 507 5,583,060
Purchase 75,088 -
Gains or losses recognised in:
- Other comprehensive (loss)Income (565,806) 104,447
Closing balance 5196789 5687507
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30. Fair value measurement (continued)

30.2. Fair value measurement of financial instruments (continued)

Level 3 fair value measurements (continued)

The group’s finance team performs valuations of financial items for financial reporting purposes, including
Level 3 fair values, in consultation with third party valuation specialists for complex wvaluations, where
required. Valuation techniques are selected based on the characteristics of each instrument, with the overall
objective of maximising the use of market-based nformation

The unpact on mnterim condensed consolidated statement of income and interun condensed consolidated
statement of comprehensive income would be immaterial if the relevant nisk variable used to fair value the
level 3 mvestments were changed by 5%.

31. Derivative financial instruments

Financial denvatives are financial instruments that denive their value by referring to interest rate applied to the
amounts of the notional principal Notional principal amounts merely represent amounts to which a rate or
price 1s applied to determine the amounts of cash flows to be exchanged and do not represent the potential
gain or loss associated with the market or eredit risk of such financial instrum ents

Financial dervatives are carried at fair value and shown in the consclidated statem ent of financial position net
of any imnternal arbitrage deals. Positive fair value represents the cost of replacing all transactions with a faur
value in the group’s favour had the mghts and obligations ansing from that instrument been closed in an
crderly market transaction at the consclidated financial position date. Credit nsk in respect of dervative
financial nstruments is lunited to the positrve fair value of instruments. INegative tair value represents the cost
to the group in favour of the counterparties.

The group deals in interest rate swaps to manage its interest rate risk on interest bearing term loan

Under interest rate swap contract, the group agreed to exchange the difference between fixed and floating
rate interest amounts on term loan calculated on agreed notional principal amount. Such contracts enable the
group to mitigate the risk of changing interest rates on the cash tlow exposures on the term loan The fair
value of interest rate swaps at the end of the reporting period 1s determined by discounting the future cash
flows using the curves at the end of the reporting period and the credit risk mnherent in the contract, and as
disclosed below. The average interest rate is based on the outstanding balances at the end of the reporting

period.

The following table details the notional principal amounts and remaiming terms of interest rate swap
contracts outstanding at the end of the reporting period.

Fair value
Notional principal value (Negative J/Positive
31 Dec. 31 Dec. 31 Dec. 31 Dec.
2014 2013 2014 2013
usD ush KD KD
Interest rate swap 35,000,000 45,000,000 (7,313) 22,082

The interest rate swap does not meet conditions for hedge accounting and 1s, therefore, accounted for as
fair value hedge from the outset.
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32. Capital management objectives
The group’s capital management objectives are to ensure the group’s ability to continue as a going concern

and to provide adequate return to its shareholders through the optimization of the capital structure.

The group manages the capital structure and makes adjustments in the light of changes in economic
conditions and risk characteristics of the underlying assets. In order to maintain or adjust the capital structure,
the group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new

shares or sell assets to reduce debt.

The capital structure of the group consists of the following

31 Dec. 31 Dec.

2014 2013

KD KD
Long term loans (note 20) 20,319,750 32,898,140
Shart term loans (note 21) 33,020,366 30,276 648
Murabaha payable (note 22) 10,588,754 -
Less: Cash and cash equivalents (note 15) (3,609,458) (10,016,5386)
Net debt 60,319,412 53,158,252
131,583,215 148 459 854

Equity attributable to the owners of the parent company

Consistent with others in the industry, the group monitors capital on the basis of the gearing ratio.

This ratio 1s calculated as net debt divided by total equity attributable to the owners of the parent company as

follows:
31 Dec. 31 Dec.
2014 2013
KD KD
Met debt 60,319,412 53,158,252
Total equity attributable to the owners ofthe parent company 131,583,215 148 459 554
Gearing ratio 46% 36%
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