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INDEPENDENT AUDITOR’S REPORT ON REVIEW OF INTERIM CONDENSED
CONSOLIDATED FINANCIAL INFORMATION TO THE BOARD OF DIRECTORS OF AL
KOUT INDUSTRIAL PROJECTS COMPANY K.S.C.P.

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of Al
Kout Industrial Projects Company K.S.C.P. (the “Parent Company’) and its subsidiaries (collectively “the
Group”) as at 30 September 2020, and the related interim condensed consolidated statement of profit or
loss and interim condensed consolidated statement of comprehensive income for the three-months and
nine-month periods then ended and the related interim condensed consolidated statement of changes in
equity and interim condensed consolidated statement of cash flows for the nine-month period then ended.
The management of the Parent Company is responsible for the preparation and presentation of the interim
condensed consolidated financial information in accordance with International Accounting Standard IAS
34, Interim Financial Reporting (“I1AS 34”). Our responsibility is to express a conclusion on the interim
condensed consolidated financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity.”” A review
of interim condensed consolidated financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently, it does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed consolidated financial information is not prepared, in all material respects, in
accordance with 1AS 34.

Report on Other Legal and Regulatory Requirements

Furthermore, based on our review, the interim condensed consolidated financial information is in
agreement with the books of account of the Parent Company. We further report that, to the best of our
knowledge and belief, we have not become aware of any violations of the Companies Law No. 1 of 2016,
as amended, and its executive regulations, as amended, or of the Parent Company’s Memorandum of
Incorporation and Articles of Association, as amended, during the nine-month period ended 30 September
2020 that might have had a material effect on the business of the Parent Company or on its financial
position.

We further report that, during the course of our review, we have not become aware of any material
violations of the provisions of Law No. 7 of 2010 concerning the Capital Markets Authority and its related
regulations during the nine-month period ended 30 September 2020 that might have had a material effect
on the business of the Parent Company or on its financial position.

. oi—— il
BADER A. AL-ABDULJADER
LICENCE NO. 207-A
EY
(AL AIBAN, AL OSAIMI & PARTNERS)

11 November 2020
Kuwait



Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

(UNAUDITED)
For the period ended 30 September 2020

Three months ended

Nine months ended

30 September 30 September
Notes 2020 2019 2020 2019
KD KD KD KD

Revenue from contracts with customers 3 6,513,763 7,143,895 19,579,490 20,886,226
Cost of sales and services rendered (4,533,521) (5,009,438) (14,035,151) (14,223,393)
GROSS PROFIT 1,980,242 2,134,457 5,544,339 6,662,833
Other income 88,706 34,177 151,715 216,665
General and administrative expenses (766,851) (680,730) (2,165,454) (2,048,796)
Other expenses (69,717) (73,529) (401,890) (349,268)
Allowance for expected credit losses of trade

receivables (3,404) - (126,108) -
Net foreign exchange differences 41,317 24,397 87,651 44,994
OPERATING PROFIT 1,270,293 1,438,772 3,090,253 4,526,428
Share of results of an associate 4 (135,560) 150,408 (210,507) 205,327
Changes in fair value of financial assets at fair

value through profit or loss (4,570) (67,928) (260,842) 332,284
Dividend income - - 36,466 53,600
Finance costs (46,736) (12,546) (104,565) (50,094)
PROFIT BEFORE TAX 1,083,427 1,508,706 2,550,805 5,067,545
Contribution to Kuwait Foundation for

Advancement of Sciences (“KFAS”) (12,191) (13,583) (27,613) (48,622)
National Labour Support Tax (“NLST”) (24,945) (37,077) (64,417) (126,733)
Zakat (11,334) (13,288) (27,872) (48,640)
Directors’ remuneration (16,500) (16,720) (49,500) (53,410)
PROFIT FOR THE PERIOD 1,018,457 1,428,038 2,381,403 4,790,140
BASIC AND DILUTED EARNINGS

PER SHARE (EPS) 5 10.09 fils 14.15 fils 23.60 fils 47.47 fils

The attached notes 1 to 13 form part of this interim condensed consolidated financial information.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE

INCOME (UNAUDITED)
For the period ended 30 September 2020

PROFIT FOR THE PERIOD

Other comprehensive (loss) income

Other comprehensive (loss) income that may
be reclassified to profit or loss in subsequent
periods:

Exchange differences on translation of foreign
operations

Net other comprehensive (loss) income that
may be reclassified to profit or loss in
subsequent periods

Other comprehensive income (loss) that will
not be reclassified to profit or loss in
subsequent periods:

Share of other comprehensive income (loss) of
an associate

Net other comprehensive income (loss) that
will not be reclassified to profit or loss in
subsequent periods

Other comprehensive income for the period

TOTAL COMPREHENSIVE INCOME FOR
THE PERIOD

Note

Three months ended

Nine months ended

30 September 30 September
2020 2019 2020 2019
KD KD KD KD
1,018,457 1,428,038 2,381,403 4,790,140
(15,065) 79 21,842 (993)
(15,065) 79 21,842 (993)
53,711 12,180 (13,428) 18,269
53,711 12,180 (13,428) 18,269
38,646 12,259 8,414 17,276
1,057,103 1,440,297 2,389,817 4,807,416

The attached notes 1 to 13 form part of this interim condensed consolidated financial information.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION (UNAUDITED)
As at 30 September 2020
(Audited)
30 September 31 December 30 September
2020 2019 2019
Notes KD KD KD

ASSETS
Non-current assets
Property, plant and equipment 16,317,971 17,514,175 17,076,856
Right-of-use assets 539,934 557,615 588,732
Investment in an associate - 4 6,066,885 6,290,820 7,204,753
Intangible assets - - 265,500
Goodwill : ' 4,937,402 4,937,402 4,937,402

27,862,192 29,300,012 30,073,243
Current assets :
Financial assets at fair value through profit or loss ’ " 998,952 1,259,794 1,371,945
Inventories K 3,057,282 - 2,749,461 2,973,617
Trade receivables and contract assets L s - 8,272,409 7,297,529 6,485,314
Prepayments and other receivables 1,616,215 1,384,157 2,103,740
Cash and bank balances ; : 6 1,491,881 472,382 1,783,961

. 16,336,739 13,163,323 14,718,577

TOTAL ASSETS ' _ 44,198,931 42,463,335 44.791,820
EQUITY AND LIABILITIES
Equity
Share capital . 7 10,090,080 10,090,080° 10,090,080
Statutory reserve = 5,186,422 5,186,422 5,186,422
Voluntary reserve 5,148,415 5,148,415 5,148,415
Effect of changes in other comprehensive income of _ .
an associate ' : (2,608,562) (2,595,134) (2,617,982)
Foreign currency translation reserve 567,487 545,645 549,142
Retained earnings - i s 19,948,102 12,611,739 12,560,273
Total equity ‘ 28,331,944 30,987,167 30,916,350
Non-current liabilities
Loans and borrowings - 1,200,000 -
Employees’ end of service benefits 2,309,413 2,283,543 2,294,803
Lease liabilities 341,992 411,343 443,686

2,651,405 3,894,886 2,738,489
Current liabilities
Accounts payable and accruals 6,158,194 5,891,465 10,594,509
Lease liabilities 231,774 155,911 151,511
Bank overdrafts 6 6,825,614 1,233,906 © 390,961
Loans and borrowings - 300,000 -

13,215,582 7,581,282 11,136,981
Total liabilities 15,866,987 11,476,168 13,875,470
TOTAL EQUITY AND LIABILITIES : 44,198,931 42,463,335 44,791,820

£ ol
4

Mohammad Ahmad Husain

Chairman

The attached notes 1 to 13 form part of this interim condensed consolidated financial information.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

For the period ended 30 September 2020

As at 1 January 2020
Profit for the period
Other comprehensive (loss) income for the period

Total comprehensive (loss) income for the period
Cash dividends (Note 13)

At 30 September 2020

As at 1 January 2019

Profit for the period
Other comprehensive income (loss) for the period

Total comprehensive income (loss) for the period
Cash dividends (Note 13)

At 30 September 2019

The attached notes 1 to 13 form part of this interim condensed consolidated financial information.

Effect of
changes in
other Foreign
comprehensive  currency
Share Statutory Voluntary  income of an  translation Retained
capital reserve reserve associate reserve earnings Total
KD KD KD KD KD KD KD
10,090,080 5,186,422 5,148,415  (2,595,134) 545,645 12,611,739 30,987,167
- - - - - 2,381,403 2,381,403
- - - (13,428) 21,842 - 8,414
- - - (13,428) 21,842 2,381,403 2,389,817
- - - - - (5,045,040)  (5,045,040)
10,090,080 5,186,422 5,148,415  (2,608,562) 567,487 9,948,102 28,331,944
10,090,080 5,186,422 5,148,415  (2,636,251) 550,135 12,815,173 31,153,974
- - - - - 4,790,140 4,790,140
- - - 18,269 (993) - 17,276
- - - 18,269 (993) 4,790,140 4,807,416
- - - - - (5,045,040)  (5,045,040)
10,090,080 5,186,422 5,148,415  (2,617,982) 549,142 12,560,273 30,916,350
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

(UNAUDITED)
For the period ended 30 September 2020

OPERATING ACTIVITIES

Profit before tax

Adjustments to reconcile profit before tax to net cash flows:
Depreciation of property, plant, and equipment
Depreciation on right-of-use assets
Amortisation of an intangible asset
Gain on sale of property, plant and equipment
Allowance for expected credit losses of trade receivables
Share of results of an associate
Changes in fair value of financial assets at fair value through profit or loss
Dividend income
Government grants (included under other income)
Provision for employees’ end of service benefits
Interest on debts and borrowings
Interest on lease liabilities

Working capital adjustments:
Inventories
Trade receivables and contract assets
Prepayments and other receivables
Accounts payable and accruals

Cash flows from operations

Receipt of government grants

Taxes paid

Employees’ end of service benefits paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Dividend income received

Proceeds from disposal of property, plant and equipment

Net cash flows used in investing activities

FINANCING ACTIVITIES
Repayment of loans and borrowings
Finance costs paid

Payment of lease liabilities
Dividends paid

Net cash flows used in financing activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at 1 January
Net foreign exchange differences

CASH AND CASH EQUIVALENTS AT 30 SEPTEMBER

Non-cash items excluded from the interim condensed consolidated
statement of cash flows:

Transitional adjustment to lease liabilities on adoption of IFRS 16

Transitional adjustment to right-of-use assets of IFRS 16

Additions to lease liabilities

Additions to right-of-use assets

Nine months ended

30 September
2020 2019
Notes KD KD
2,550,805 5,067,545
2,428,360 2,434,820
201,412 155,415
- 53,400
(8,400) -

12 126,108 -

4 210,507 (205,327)
260,842 (332,284)
(36,466) (53,600)
(35,852) -
188,493 248,664

88,634 37,434
15,931 12,660
5,990,374 7,418,727
(1,207,821) (327,701)
(1,100,988) 1,148,076
(232,058) (102,755)
97,327 (137,448)
3,546,834 7,998,899
35,852 -
- (165,484)
(162,623) (246,867)
3,420,063 7,586,548
(1,203,380) (4,666,231)
36,466 53,600
8,400 -
(1,158,514) (4,612,631)
(1,500,000) (1,000,000)
(88,634) (37,434)
(193,150) (161,610)
(5,045,040) -
(6,826,824) (1,199,044)
(4,565,275) 1,774,873
(761,524) (380,886)
(6,934) (987)
6 (5,333,733) 1,393,000
- 744,147
- (744,147)
183,731 -
(183,731) -

The attached notes 1 to 13 form part of this interim condensed consolidated financial information.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

1 CORPORATE INFORMATION

The interim condensed consolidated financial information of Al Kout Industrial Projects Company K.S.C.P. (the “Parent
Company”) and its Subsidiaries (collectively, the “Group”) for the nine months ended 30 September 2020 was
authorised for issue in accordance with a resolution of the Parent Company’s Board of Directors on 11 November
2020.

The consolidated financial statements of the Group for the year ended 31 December 2019 were approved in the annual
general assembly meeting (AGM) of the shareholders held on 23 June 2020. Dividends declared and paid by the Parent
Company for the year then ended are provided in Note 13.

The Parent Company is a Kuwaiti Shareholding Company incorporated and domiciled in Kuwait, whose shares are
publicly traded on Boursa Kuwait. The Parent Company head office is located in Hamra Tower, 18" Floor, Abdulaziz
Al-Sager street, Sharg and its registered postal address is PO Box 10277, Shuaiba 65453, Kuwait.

The principal activities of the Parent Company are, as follows:

»  Import, storage and distribution of cement and other bulk materials; establishing, operating and managing storage
silos; acquiring interest in other companies engaged in similar activities and investing surplus funds through
portfolio managers in shares of investment and real estate companies.

»  Production of chlorine and salt, steel drums to fill soda solid and other petrochemical products (after approval of
Public Authority for Industry).

»  Transport Company’s products inside and outside the State of Kuwait according to Company’s objectives.

»  Acquisition of industrial rights and related intellectual properties or any other industrial trademarks or drawings
and any other rights thereto, and renting thereof to other companies whether inside or outside Kuwait.

»  Acquisition of movables and properties necessary for the Parent Company to practice its activities pursuant to
the limits prescribed by law.

»  Investing surplus funds in portfolios managed by specialised financial companies.

The Parent Company may have interests or participate in any suitable way with entities that engage in similar business
activities or that may help the Parent Company achieve its objectives inside Kuwait and abroad. The Group may also
purchase such entities or affiliate them.

2 BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES

2.1 Basis of preparation
The interim condensed consolidated financial information of the Group, for the nine months ended 30 September 2020
has been prepared in accordance with 1AS 34, Interim Financial Reporting (“1AS 347).

The interim condensed consolidated financial information does not include all of the information and disclosures
required in the annual consolidated financial statements and should be read in conjunction with the Group’s annual
consolidated financial statements for the prior year ended 31 December 2019.

The interim condensed consolidated financial information provides comparative information in respect of the
previous period. Certain comparative information has been reclassified and represented to conform to classification
in the current period. Such reclassification has been made to improve the quality of information presented.

2.2 New standards, interpretations, and amendments adopted by the Group

The accounting policies adopted and methods of computation applied in the preparation of the interim condensed
consolidated financial information are consistent with those followed in the preparation of the Group’s annual
consolidated financial statements for the prior year ended 31 December 2019, except for the adoption of new standards
effective as of 1 January 2020. The Group has not early adopted any standard, interpretation or amendment that has
been issued but is not yet effective.

Several amendments and interpretations apply for the first time in 2020, but do not have an impact on the interim
condensed consolidated financial information of the Group.




Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

2 BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES
(continued)

2.2 New standards, interpretations, and amendments adopted by the Group (continued)

Amendments to IFRS 3: Definition of a Business

The amendment to IFRS 3 clarifies that to be considered a business, an integrated set of activities and assets must
include, at a minimum, an input and a substantive process that together significantly contribute to the ability to create
output. Furthermore, it clarified that a business can exist without including all of the inputs and processes needed to
create outputs. These amendments had no impact on the interim condensed consolidated financial information of
the Group, but may impact future periods should the Group enter into any business combinations.

Amendments to IFRS 7, IFRS 9 and 1AS 39: Interest Rate Benchmark Reform

The amendments to IFRS 9 and 1AS 39 Financial Instruments: Recognition and Measurement provide a number of
reliefs, which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A
hedging relationship is affected if the reform gives rise to uncertainties about the timing and or amount of benchmark-
based cash flows of the hedged item or the hedging instrument. These amendments had no impact on the interim
condensed consolidated financial information of the Group as it does not have any interest rate hedge relationships.

Amendments to IAS 1 and IAS 8: Definition of Material

The amendments provide a new definition of material that states “information is material if omitting, misstating or
obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements, which provide financial information about a specific
reporting entity.”

The amendments clarify that materiality will depend on the nature or magnitude of information, either individually
or in combination with other information, in the context of the financial statements. A misstatement of information
is material if it could reasonably be expected to influence decisions made by the primary users. These amendments
had no impact on the interim condensed consolidated financial information of, nor is there expected to be any future
impact to the Group.

Conceptual Framework for Financial Reporting issued on 29 March 2018

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or
requirements in any standard. The purpose of the Conceptual Framework is to assist the 1ASB in developing
standards, to help preparers develop consistent accounting policies where there is no applicable standard in place and
to assist all parties to understand and interpret the standards.

The revised Conceptual Framework includes some new concepts, provides updated definitions and recognition
criteria for assets and liabilities and clarifies some important concepts.

These amendments had no impact on the interim condensed consolidated financial information of the Group.

Amendments to IFRS 16 Covid-19 Related Rent Concessions

On 28 May 2020, the 1ASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases. The
amendments provide relief to lessees from applying IFRS 16 guidance on lease modification accounting for rent
concessions arising as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect
not to assess whether a Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes
this election accounts for any change in lease payments resulting from the Covid-19 related rent concession the same
way it would account for the change under IFRS 16, if the change were not a lease modification.

The amendment applies to annual reporting periods beginning on or after 1 June 2020. Earlier application is
permitted. This amendment had no material impact on the interim condensed consolidated financial information of
the Group.




Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

2 BASIS OF PREPARATION AND CHANGES TO THE GROUP’S ACCOUNTING POLICIES
(continued)

2.2 New standards, interpretations, and amendments adopted by the Group (continued)

Government grants

Government grants are recognised where there is reasonable assurance that the grant will be received and all attached
conditions will be complied with. When the grant relates to an expense item, it is recognised as income on a systematic
basis over the periods that the related costs, for which it is intended to compensate, are expensed. When the grant
relates to an asset, it is recognised as income in equal amounts over the expected useful life of the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts and
released to profit or loss over the expected useful life of the asset, based on the pattern of consumption of the benefits
of the underlying asset by equal annual instalments.

3 REVENUE FROM CONTRACTS WITH CUSTOMERS

31 Disaggregated revenue information
Set out below is the disaggregation of the Group’s revenue from contracts with customers based on type of sales and
services:

Three months ended Nine months ended
30 September 30 September
2020 2019 2020 2019
KD KD KD KD
Types of goods or services
Sale of Chlor Alkai 3,516,335 4,196,839 10,782,556 13,204,119
Sales of industrial materials 2,594,733 2,754,674 7,856,113 7,171,393
Blending of chemicals services 148,848 171,062 419,056 484,377
Construction of chlorine dioxide plant for
groundwater reservoirs 244,234 - 449,024 -
Loaistic services 9,613 21,320 72,741 26,337
Total revenue from contracts with
customers 6,513,763 7,143,895 19,579,490 20,886,226
Geographical markets
Kuwait and GCC 6,345,911 6,218,719 18,601,818 18,101,074
Europe and North Africa 157,353 908,616 892,919 2,694,144
Asia 10,499 16,560 84,753 91,008
Total revenue from contracts with
cLstomers 6,513,763 7,143,895 19,579,490 20,886,226
Timing of revenue recognition
Goods and services transferred at a point in
time 6,111,068 6,951,513 18,638,669 20,375,512
Goods and services transferred over time 402,695 192,382 940,821 510,714
Total revenue from contracts with
customers 6,513,763 7,143,895 19,579,490 20,886,226




Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

3 REVENUE FROM CONTRACTS WITH CUSTOMERS (continued)
3.2 Contract balances
(Audited)
30 September 31 December 30 September
2020 2019 2019
KD KD KD
Trade receivables 8,272,409 6,708,669 6,485,314
Contract assets - 588,860 -

Contract assets relate to revenue earned from ongoing construction services. As such, the balances of this account
vary and depend on the number of ongoing construction services at the end of the period.

During the current interim reporting period, KD 126,108 (30 September 2019: KD Nil) was recognised as provision
for expected credit losses on trade receivables.

4 INVESTMENT IN AN ASSOCIATE

The Group has 37.99% interest in Al Dorra Petroleum Services Company K.S.C. (Closed), an associate involved in
providing integrated services in the oil and gas sector. The Group’s interest in the associate is accounted for using the
equity method. The above associate is a private entity that is not listed on any stock exchange; therefore, no quoted
market prices are available for its shares.

Reviews for indicators of impairment and any resulting tests for impairment of the associate are performed at the
interim reporting date in the same manner as at the annual reporting date. With the recent developments of the
Covid-19 outbreak, there are both external and internal sources of information, such as overall decline in the entity’s
activities, as well as ongoing economic uncertainty, which have led to decreased demand for the associate’s products
or services indicating that the associate may be impaired. Accordingly, the Group concluded that the CGU should
be tested for impairment.

Impairment assessment of the associate
Management considered, amongst other factors, the negative outlook due to the impact of the coronavirus pandemic
in the determination of the recoverable amount of the cash generating unit (CGU).

The recoverable amount was estimated based on the present value of the future cash flows expected to be derived
from the CGU (value in use). The value in use calculation is determined based on reasonable and supportable
assumptions concerning projections approved by management (as part of the budget). These cash flows cover a
five-year period using an average annual growth rate of 12% over the forecast period based on past performance
and management’s expectations of market development. The discount rate applied to cash flow projections is 9.24%
and cash flows beyond the five-year budget period are extrapolated using a 1.47% long-term growth rate.

As a result of the analysis, management did not identify an impairment for this CGU for the interim reporting period
ended 30 September 2020.

Sensitivity to changes in assumptions

With regard to the assessment of value-in-use, there are no significant changes to the key assumptions disclosed in
the annual consolidated financial statements for the year ended 31 December 2019. Any adverse change in key
assumptions could result in a further impairment loss to that previously recognised by the Group in the preceding
year.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

4 INVESTMENT IN AN ASSOCIATE (continued)
Reconciliation to carrying amount
(Audited)
30 September 31 December 30 September
2020 2019 2019
KD KD KD
At the beginning of the period/ year 6,290,820 6,981,157 6,981,157
Share of results (210,507) 105,724 205,327
Share of other comprehensive (loss) income (13,428) 41,117 18,269
Transfer of fair value reserve of equity instruments
designated at FVOCI - 55,377 -
Impairment losses - (892,555) -
At the end of the period/ year 6,066,885 6,290,820 7,204,753
5 BASIC AND DILUTED EARNINGS PER SHARE (EPS)

Basic EPS amounts are calculated by dividing the profit for the period by the weighted average number of ordinary
shares outstanding during the period. Diluted EPS is calculated by dividing the profit for the period by the weighted
average number of ordinary shares outstanding during the period plus the weighted average number of ordinary shares
that would be issued on conversion of all the dilutive potential ordinary shares into ordinary shares. As there are no
dilutive instruments outstanding, basic and diluted earnings per share are identical.

Three months ended Nine months ended
30 September 30 September
2020 2019 2020 2019
Profit for the period (KD) 1,018,457 1,428,038 2,381,403 4,790,140
Weighted average number of shares outstanding
during the period (shares) 100,900,800 100,900,800 100,900,800 100,900,800
Basic and diluted earnings per share (fils) 10.09 14.15 23.60 47.47

There have been no other transactions involving ordinary shares or potential ordinary shares between the reporting date
and the authorisation date of this interim condensed consolidated financial information.

6 CASH AND CASH EQUIVALENTS

For the purpose of the interim condensed consolidated statement of cash flows, cash and cash equivalents are
comprised of the following:

(Audited)
30 September 31 December 30 September

2020 2019 2019

KD KD KD
Cash on hand 38,751 22,079 12,494
Cash at banks 1,453,130 450,303 1,771,467
Total cash and bank balances 1,491,881 472,382 1,783,961
Bank overdrafts (6,825,614) (1,233,906) (390,961)
Total cash and cash equivalents (5,333,733) (761,524) 1,393,000
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

6 CASH AND CASH EQUIVALENTS (continued)

The Group has bank overdraft facilities up to KD 9,250,000 (31 December 2019: KD 2,250,000 and 30 September
2019: KD 2,250,000) with interest thereon at a rate of 1% (31 December 2019: KD 1% and 30 September 2019: 1%)
per annum over the Central Bank of Kuwait discount rate.

7 SHARE CAPITAL

Number of shares Authorised, issued and fully paid
(Audited) (Audited)

30 31 30 30 31 30
September December September September  December  September
2020 2019 2019 2020 2019 2019

KD KD KD

Shares of 100 fils
each (paid in cash) 100,900,800 100,900,800 100,900,800 10,090,080 10,090,080 10,090,080

8 COMMITMENTS AND CONTINGENCIES

Capital commitments
The Group has commitments in respect of future capital expenditure amounting to KD 90,777 (31 December 2019:
KD 414,324 and 30 September 2019: KD 435,860) relating to ongoing projects under construction.

Contingent liabilities

At 30 September 2020, the Group’s bankers provided guarantees and other credits enhancements amounting to
KD 5,812,555 (31 December 2019: KD 5,413,297 and 30 September 2019: KD 5,729,057) for the performance of
certain contracts. No material liabilities are expected to arise.

9 RELATED PARTY DISCLOSURES

The Group’s related parties include its associates and joint ventures, major shareholders, entities under common
control, directors and executive officers of the Group, close members of their families and entities of which they
are principal owners or over which they are able to exercise significant influence or joint control. Pricing policies
and terms of these transactions are approved by the Group’s management.

Transactions with key management personnel

Key management personnel comprise of the Board of Directors and key members of management having authority
and responsibility for planning, directing and controlling the activities of the Group. The aggregate value of
transactions and outstanding balances related to key management personnel were as follows.

Transaction values for the period ended

Three months ended Nine months ended
30 September 30 September
2020 2019 2020 2019

KD KD KD KD
Salaries and other short-term benefits 72,858 63,147 237,917 229,041
Employees end of service benefits 7,228 6,712 23,509 22,922
Executive committee fees 15,000 15,000 45,000 42,776
95,086 84,859 306,426 294,739
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

9 RELATED PARTY DISCLOSURES (continued)
Transactions with key management personnel (continued)

Balance outstanding as at

(Audited)
30 September 31 December 30 September
2020 2019 2019
KD KD KD
Salaries and other short-term benefits 35,294 20,431 14,513
Employees end of service benefits 148,462 233,403 226,251
Executive committee fees - - -

183,756 253,834 240,764

The Board of Directors at the meeting held on 14 April 2020 proposed directors’ remuneration of KD 10,000 for
the year ended 31 December 2019. The remuneration was approved by the shareholders at the AGM held on 23
June 2020.

10 SEGMENT INFORMATION

For management’s purposes, the Group’s products and services are organised into the following operating segments.
The principle activities and services under these segments are as follows:

Chlor Alkali: Production and sale of chlor alkali products.

Petrochemical products: Production and sale of petrochemical products.

Trading: Distribution of industrial materials.

Logistics and Transport: Logistic and transportation services provided by the Group.
Industrial projects: Construction of chlorine dioxide plant for groundwater reservoirs.
Investments: Group’s investments in an associate, fair value through profit or loss and goodwill.

vVVvVvyvVvyyvVvyy

a) Segment revenue and results
The following tables present revenue and profit information of the Group’s operating segments for the nine months
ended 30 September 2020 and 2019, respectively:

Nine months ended Nine months ended
30 September 30 September
2020 2019 2020 2019
KD KD KD KD
Revenue Results
Chlor Alkali 10,927,252 13,959,852 4,704,716 6,584,346
Petrochemical products 899,173 870,180 66,543 4,332
Trading 8,119,393 6,785,591 2,010,693 1,723,002
Logistics and transport 1,422,515 1,688,306 3,805 13,122
Industrial projects 449,024 - 108,356 -
Investments - - (434,883) 591,211
Adjustments and eliminations (2,237,867) (2,417,703) (1,349,775) (1,661,969)
Consolidated 19,579,490 20,886,226 5,109,455 7,254,044
Other income 151,715 216,665
Finance costs (104,565) (50,094)
Unallocated expenses (2,775,202) (2,630,475)
Profit for the period 2,381,403 4,790,140
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

10 SEGMENT INFORMATION (continued)

a) Segment revenue and results (continued)

Nine months ended

Nine months ended

30 September 30 September
2020 2019 2020 2019
KD KD KD KD

Purchases of property, plant

and equipment

Depreciation and
amortisation

Chlor Alkali 1,151,425 4,536,358 2,196,575 2,256,742
Petrochemical products - - 2,618 -
Trading 29,186 5,802 33,965 38,721
Logistics and transport 22,769 124,071 195,202 192,757
2,428,360 2,488,220

1,203,380 4,666,231

b) Segment assets and liabilities

The following tables present assets and liabilities information for the Group’s operating segments as at 30

September 2020, 31 December 2019 and 30 September 2019, respectively:

(Audited)
30 September 31 December 30 September

2020 2019 2019

KD KD KD
Segment assets
Chlor Alkali 31,581,961 29,614,962 31,264,111
Petrochemical products 485,770 533,798 830,500
Trading 3,977,866 3,416,120 2,973,680
Logistics and transport 917,266 758,981 1,146,831
Industrial projects 170,231 588,860 -
Investments 7,065,837 7,550,614 8,576,698
Total consolidated segment assets 44,198,931 42,463,335 44,791,820
Segment liabilities
Chlor Alkali 13,381,108 8,422,385 6,495,409
Petrochemical Products 564,796 932,842 696,510
Trading 1,563,774 1,734,655 1,321,963
Logistics and transport 352,947 286,257 312,355
Others 4,362 100,029 5,049,233
Total consolidated segment liabilities 15,866,987 11,476,168 13,875,470

C) Geographical segments

The geographical analysis of the Group’s revenue from external customers has been based on the location of

customers from which revenue is derived:

Kuwait and GCC

Europe and North Africa
Asia

Adjustments and eliminations

Total consolidated segment revenue

Nine months ended

30 September
2020 2019
KD KD
20,839,685 20,518,777
892,919 2,694,144
84,753 91,008
(2,237,867) (2,417,703)
19,579,490 20,886,226
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

11 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sell the asset or transfer the liability takes place either:

In the principal market for the asset or liability; or
In the absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the interim condensed consolidated financial
information are categorised within the fair value hierarchy, described as follows, based on the lowest level input
that is significant to the fair value measurement as a whole:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable

Level 3— Valuation techniques for which the lowest level input that is significant to the fair value measurement
is unobservable

For assets and liabilities that are recognised in the interim condensed consolidated financial information at fair value
on a recurring basis, the Group determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant to the fair value measurement as a whole)
at the end of each reporting period.

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

Valuation methods and assumptions
The following methods and assumptions were used to estimate the fair values:

Listed investment in equity securities
Fair values of publicly traded equity securities are based on quoted market prices in an active market for identical
assets without any adjustments. The Group classifies the fair value of these investments as Level 1 of the hierarchy.

Other financial assets and liabilities

Fair value of other financial instruments is not materially different from their carrying values, at the reporting date,
as most of these instruments are of short-term maturity or re-priced immediately based on market movement in
interest rates.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

12 IMPACT OF COVID-19

The COVID-19 outbreak has developed rapidly in 2020, with a significant number of infections. Measures taken by
various governments to contain the virus have affected economic activity and the Group’s business in various
significant ways.

The currently known impact of COVID-19 on the Group are:

Sales of Chlor Alkali, down by 18% year-over-year.

Operating profit of KD 1,270,293 for the quarter, down by 12% year-over-year.

Fair value decreases in financial assets at fair value through profit or loss for the first nine months of 2020 by 21%
since 31 December 2019, mainly due to deterioration in financial markets and respective market index.
Allowance for expected credit losses of trade receivables in the first nine months of 2020 for an amount of
KD 126,108 in total.

Other income includes government grant received amounting to KD 35,852 towards salaries of national workforce.

In addition to the already known effects of the COVID-19 outbreak and resulting government measures, the
macroeconomic uncertainty causes disruption to economic activity, and it is unknown what the longer term impact on
the Group’s business may be. The COVID-19 virus can evolve in various directions. If society, and as a consequence
business, is exposed to COVID-19 for a longer period of time, this may result in prolonged negative results and pressure
on the Group’s liquidity.

Depending on the duration of the COVID-19 crisis and continued negative impact on economic activity, the Group
may experience further negative results, liquidity restraints and incur additional impairments on its assets in 2020.
Given the ongoing economic uncertainty, the exact impact on the Group’s activities in the remainder of 2020 and
thereafter cannot be predicted at this stage.

This note describes the impact of the outbreak on the Group’s operations and the significant estimates and judgements
applied by management in assessing the values of assets and liabilities as at 30 September 2020.

12.1 Risk management

The management is monitoring and reassessing the risk management objectives and policies based on the current
updates on COVID-19. For the period ended 30 September 2020, there were no significant changes to the risk
management objectives and policies as compared to the audited consolidated financial statements as at 31 December
2019.

12.1.1 Credit risk

The Group is mainly exposed to credit risk on its trade receivables and contract assets. As at 30 September 2020, the
Group has considered the impact of COVID-19 on the factors that may influence the credit risk of its customer base,
including the default risk associated with the industry and country in which customers operate. There were no changes
to the payment period given to customers during the period, however, the Group will continue to individually assess
the situation as more reliable data becomes available and accordingly may change the payment period for certain
customers in the subsequent reporting periods. Refer to Note 12.2 for the estimates and assumptions used by the Group
to determine ECL on its trade receivables and contract assets.

12.1.2  Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its
financial liabilities that are settled by delivering cash or another financial asset. The Group’s approach to managing
liquidity is to ensure, as far as possible, that it will have sufficient liquidity to meet its liabilities when they are due,
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Group’s
reputation.

The Group aims to maintain the level of its cash and cash equivalents and other highly marketable investment
securities at an amount in excess of expected cash outflows on financial liabilities. In addition, the Group’s liquidity
management involves the following:

Day to day funding is managed by monitoring future cash flows to ensure that working capital requirements can
be met. This includes replenishment of funds as they mature.

Maintaining rolling forecasts of the Group’s overall liquidity position on the basis of expected cash flows.
Monitoring liquidity ratios and net current assets against internal standards.

Maintaining debt financing plans.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

12 IMPACT OF COVID-19 (continued)
12.1 Risk management (continued)
12.1.2  Liquidity risk (continued)

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of
bank overdrafts. The Group has access to a sufficient variety of sources of funding and maintains the following
lines of credit.
- KD 6,825,614 overdraft facility that is unsecured. Interest would be payable at the rate of CBK discount
rate plus 100 basis points (2019: CBK rate plus 100 basis points).
- KD 2,424,386 undrawn facility that is unsecured and can be drawn down to meet short-term financing
needs. The facility has a one-year maturity and renewable at the discretion of the Group. Interest would be
payable at a rate of CBK discount rate plus 100 basis points (2019: CBK rate plus 100 basis points).

The Group expects a significantly adverse impact on its liquidity due to COVID-19 outbreak. Management has
taken several steps in protecting cash flows through compensating cost saving measures and reductions to
discretionary capital expenditure. Further, the Group aims to maintain the level of its cash and short-term deposits
and other highly marketable investments at an amount in excess of expected cash outflows on financial liabilities.

12.2 Use of estimates and assumptions

The Group based its assumptions and estimates on parameters available when the interim condensed consolidated
financial information is prepared. The COVID-19 outbreak has created uncertainty for revenue forecasts, sourcing
and workforce availability, credit ratings, etc. but also volatility in stock prices, interest and currency exchange
rates. Estimates based on such metrics may be subject to change due to market changes in the near term or
circumstances arising that are beyond the control of the Group.

Information about key assumptions and estimation uncertainties at the reporting date that have a significant risk of
resulting in a material adjustment to the carrying amounts of assets is described below:

Property, plant and equipment, right-of-use assets, investment in an associate, goodwill, and inventories (non-
financial assets)

As at the reporting date, the Group has considered the potential impact of the current economic volatility in the
determination of the reported amounts of the Group’s non-financial assets and the unobservable inputs are developed
using the best available information about the assumptions that market participants would make in pricing these assets
at the reporting date. Markets however remain volatile and the recorded amounts remain sensitive to market
fluctuations.

The Group acknowledges that certain geographies and sectors in which these assets are located are negatively
impacted, and as the situation continues to unfold, the Group will continuously monitor the market outlook and use
relevant assumptions in reflecting the values of these non-financial assets as and when they occur.

Trade receivables and contract assets (financial assets)

The Group uses the simplified model in calculation the ECL for trade receivables by establishing a provision matrix
that is based on its historical credit loss experience, adjusted for forward-looking factors specific to the debtors and
the economic environment. However, the segmentation applied in previous periods may no longer be appropriate
and may need to be revised to reflect the different ways in which the COVID-19 outbreak affects different types of
customers (e.g. by extending payment terms for trade receivables).

The Group will continue to individually assess significant exposures as more reliable data becomes available and
accordingly determine if any adjustment in the ECL is required in subsequent reporting periods.

12.3 Going concern

The Group has performed an assessment of whether it is a going concern in the light of current economic conditions
and all available information about future risks and uncertainties. The projections have been prepared covering the
Group’s future performance, capital, and liquidity. The impact of COVID-19 may continue to evolve, but at the
present time, the projections show that the Group has ample resources to continue in operational existence and its
going concern position remains largely unaffected and unchanged from 31 December 2019. As a result, the interim
condensed consolidated financial information has been appropriately prepared on a going concern basis.
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Al Kout Industrial Projects Company K.S.C.P. and its Subsidiaries

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

INFORMATION (UNAUDITED)
As at and for the period ended 30 September 2020

13 DISTRIBUTIONS MADE AND PROPOSED

The Board of Directors in their meeting held on 14 April 2020, proposed a cash dividend of 50% (2018: 50%) of the
paid-up share capital (50 fils per share aggregating to KD 5,045,040) for the year ended 31 December 2019 (2018: 50
fils per share aggregating to KD 5,045,040).

The proposed dividend for the year ended 31 December 2019 were approved at the annual general meeting (AGM) on
23 June 2020 and subsequently distributed.

Dividends payable as at 30 September 2020 amounted to KD 4,362 (31 December 2019: KD 100,029 and 30
September 2019: KD 5,049,233) and recorded within “accounts payable and accruals” in the interim condensed
consolidated statement of financial position/ consolidated statement of financial position.
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