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Independent Auditors' Report

To the shareholders of
National Cleaning Company (NCC) K.P.S.C. and its Subsidiaries
State of Kuwait

Report on Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of National Cleaning Company - K.P.8.C. (“the
Parent Company”) and its subsidiaries (together referred to as “the Group”), which comprise the
consolidated statement of financial position as at 31 December 2023, and the consolidated statement of profit
or loss, consolidated statement of profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the financial year then ended, a summary of
significant accounting policies, and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as of 31 December 2023, and its financial performance and
its cash flows for the financial year then ended in accordance with International Financial Reporting
Standards (IFRSs).

Basis of Opinion

We conducted our audit in accordance with the International Standards on Auditing. Our responsibilities
under those standards are further described in the “auditors’ responsibilities” paragraph of our report on the
audit of the consolidated financial statements. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (“IESBA
Code™) together with ethical requirements that are relevant to our audit of the Group’s consolidated financial
statements in the State of Kuwait. We have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained are sufficient and appropriate to
provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the consolidated financial statements of the current year. These matters were addressed in the context of
our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
accordingly, we do not provide a separate opinion on these matters. Below is a breakdown of how we
addressed each of these key audit matters.
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Report on the Audit of the Consolidated Financial Statements (Continued)

Key Audit Matters (continued)

Impairment test of goodwill

As at 31 December 2023, The Group has a
goodwill of KD 5,157,143 (2022: 5,052,854)

The impairment test of goodwill performed by an
external party that are not related to the
management is significant to our audit because
the assessment of the recoverable amount of
goodwill under the value-in-use basis is complex
and requires making significant discretionary
judgments by the management. Estimates of
future cash flows are based on management’s
views of variables such as the growth in the
industry sector and in the economy, expected
inflation and discount rates. Therefore, we
identified the impairment test of goodwill as a
key audit matter.

Refer to Note no. (3.8) and Note no. (6) to the
consolidated financial statements on related
disclosures.

How our audit addressed such matters

Our audit procedures performed by us included
the following:

e Assessment of the accuracy of management’s
estimates and evaluating and testing the
assumptions, approaches, cash generating unit
(CGU) determination, discount rates and data
used by the Group.

e We have tested the basis of preparing those
forecasts and the evidence supporting
underlying assumptions. Future cash flow
assumptions used by the management were
verified through comparison of current
performance, obtaining supporting evidence,
and making inquiries to the management with
respect to key growth and performance
assumptions.

e We further evaluated the reasonableness of
other key assumptions such as the discount rate
and long-term growth rate in the value in use
model.

e We also assessed the adequacy of the Group’s
disclosures regarding those assumptions, which
were disclosed in Note no. (3.8) and Note no.
(6) to the consolidated financial statements.



AT &Lkl d_& il

IBDO

Independent Auditors’ Report (Continued)

Rodl

Middle East

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

Key Audit Matters (continued)

Impairment _test _of trade receivables and

How our audit addressed such matters

retention balances

The Group's trade receivables are considered
key audit matters of the Group. Due to the
nature of the significant judgments associated
with the calculation of expected credit losses,
the assessment of the expected credit losses is a
key element. Our main focus is to determine the
amounts recoverable from trade receivable, as
the determination of the amounts recoverable of
certain trade receivables may involve making
significant  estimates based on several
assumptions.

The trade receivables and retention balances
were KD 27,404,205 (2022: 28,079,188 KD) as
stated in the consolidated statement of financial
position. The management has concluded that
the amount currently held as a provision for
expected credit losses of KD 8,288,104 (2022:
8.085,599 KD) is sufficient to cover the
expected future losses from accounts receivable
for the financial year ended 31 December 2023.

Refer to Note no. (3.10), Note no. (8) and Note
no. (22) to the consolidated financial statements
on related disclosures.

Our audit procedures performed by us included
the following:

e Our review focused on reviewing the
compliance with the Group's credit and
collection policies and inquired whether there
were changes from previous years.

e We have reviewed the ageing for trade
receivables.

» We have reviewed the form of expected credit
losses used by the management to determine
the impairment.

o We have made test for the inputs used, whether
current or historical, and reviewed the
assumptions used to calculate the expected
credit losses.

e We assessed the adequacy of the accounts
receivable and the expected credit losses
disclosures in Note no. (3.10), Note no. (8) and
Note no. (22) to the consolidated financial
statements.
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Report on the Audit of the Consolidated Financial Statements (continued)
Other Information Included in the Group's Annual Report for the year 2023

“Other information™ consists of the information included in the Board of Directors Report, other than the
consolidated financial statements and our auditors’ report thereon. Management is responsible for the other
information. We expect that the annual report will be available after the date of auditors’ report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information mentioned above and consider whether the other information is materially inconsistent with the
consolidated financial statements, or our knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on the work we have performed though the other information that we have
obtained prior to the date of our auditors’ report, we conclude that there is a material misstatement of this
other information; we are required to report that fact in our report. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance of the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with IFRSs, and for such internal control as management determines is necessary to enable the
preparation of consolidated financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the group or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in aggregate, they could be
expected to influence the economic decisions of users taken based on these consolidated financial

statements.
‘ 100
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Report on the Audit of the Consolidated Financial Statements (continued)
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statemenis (continued)

As part of our audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

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

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

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

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

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

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

We also provide Those Charged with Governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our independence, and where applicable,
related safeguards.
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Independent Auditors’ Report (Continued)
Report on the Audit of the Consolidated Financial Statements (continued)

Among the matters communicated with Those Charged with Governance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current year
and are therefore considered as a key audit matter. We disclosed these matters in our auditor’s report
in our audit report unless local laws or regulations preclude public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected 1o outweigh the
public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the
consolidated financial statements, together with the contents of the report of the Parent Company’s
Board of Directors relating to these consolidated financial statements, are in accordance therewith, We
further report that we obtained all the information and explanations that we required for the purpose of
our audit and that the consolidated financial statements incorporate all information that is required by
the Companies Law No. | of 2016 and its executive regulations, as amended, and by the Parent
Company's Memorandum of Incorporation and Articles of Association, as amended, that an inveatory
was duly carried out; and that, to the best of our knowledge and belief, no violations of the Companies
Law No 1 of 2016 and its executive regulations, as amended, or of the Parent Company’s
Memorandum of Incorporation and Articles of Association, as amended, have occurred during the
financial year ended 31 December 2023 that might have had a material effect on the business of the
parent company or on its consolidated financial position.

We further report that, during the course of our Audit, we have not become aware of any material
violations of the provisions of Law No. 7 of 2010, conceming the Capital Markets Authority and its
related regulations, as amended, during the year ended 31 December 2023, that might have had a
material effect on the business of the parent company or on its consolidated financial position.

- ]

\——JL"‘LS\J ,{( i

Qais M. Al Nisf Ali A, Al Hasawi
License No. 38 "A" License No. 30 "A"
BDO Al Nisf & Partners Ridl Middle East

Burgan - International Accountants

” t L-' a5 e |
A S

3063, N ol 53O, N

Kuwait: March 13, 2024

$

e

-

— i

——

oy,



i ingia s,

National Cleaning Company - K.P.S.C. and its Subsidiaries
State of Kuwait

Consolidated statement of financial position
As at 31 December 2023

2023 2022
Notes KD KD
Assets
Non-current assets
Property, plant and equipment 5 55,401,767 62,423,697
Right-of-use assets 19,891 29,732
Goodwill 6 5,157,143 5,052,854
Financial assets at fair value through other
comprehensive income 7 474,005 499917
61,052,806 68,006,200
Currents assets
Inventory and spare parts 1,202,546 1,757,454
Trade receivables and other debit balances 8 28,331,106 28,784,247
Due from related parties 9 2,916,336 3.168.148
Financial assets at fair value through profit or loss 24,771 30312
Term deposits 10 240,000 190,000
Cash and cash equivalents 11 3,215,349 3,510,355
35,930,108 37440417
Total assets 96.982,914 105,446,617
Equity and liabilities
Equity
Share capital 12 24,974,799 24,974,799
Share premium 7,359,681 7,359,681
Statutory reserve 13 3,606,708 3,606,708
Voluntary reserve 14 585,360 585,360
Fair value reserve (633,512) (639,574)
Treasury shares 15 (1.080,077) (1.080,077)
Foreign currencies translation reserve (994.,950) (942,388)
Accumulated losses (5,613.757) (6.068,364)
Equity attributable to shareholders of the
Parent Company 28,204,252 27,796,145
Non-controlling interests (1,726,744) (1,638,587)
Total equity 26,477,508 26,157,558
Liabilities
Non-current liabilities
Borrowings and bank facilities - non-current 22,448,734
portion 16 25,348,534
Lease liabilities - non-current portion 10,510 20,409
Provision for staff indemnity 7,504,480 7,369,513
29,963,724 32,738,456
Current liabilities
Borrowings and bank facilities - current portion 16 14,014,432 21,696,416
Lease liabilities - current portion 9,899 6,623
Trade payables and other credit balances 17 26,517,351 24,847,564
40,541,682 46,550,603
Total liabilities 70,505,406 79,289,059
Totaleq iabititi 96,982,914 105,446,617
Abdulhakee—mm;mmad Alshaya Hussein Ali Sayed Al-Behbahani
Chairman Yice Chairman

The accompanying notes on pages 12 to 50 form an integral part of these consolidated financial statements.

G
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National Cleaning Company - K.P.S.C. and its Subsidiaries

State of Kuwait

Consolidated statement of profit or loss

For the financial year ended 31 December 2023

Activity revenues

Activity costs

Gross profit

General and administrative expenses
Other revenues

Profit from acquisition of a subsidiary
Net financial assets losses

Provision for expected credit losses
Deposit interests

Finance costs

Net Profit / (loss) for the year

Attributable to:

The Parent Company’s Shareholders
Non-¢controlling interests

Net Profit / (loss) for the year

Basic and diluted profit / (loss) per share
attributable to equity holders of the Parent

Company / (fils)

2023 2022
Notes KD KD

34,541,625 34,895,193
(31,339,127) (34,590,761)
3,202,498 304,432
18 (3,402,146) (2,999,214)
19 1,549,556 657,520
- 82,712
(4,370) -
(402,505) (900,000)
49,560 16,828
(619,651) {653,690)
372,542 (3,491,412)
454,607 (3,363,453)
(81,665) (127,959)
372,942 (3,491,412)
20 1.96 {(14.54)

The accompanying notes on pages 12 to 50 form an integral part of these consolidated financial

statements.
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National Cleaning Company - K.P.S.C. and its Subsidiaries
State of Kuwait

Consolidated Statement of Profit or Loss and Other Comprehensive Income
For the financial year ended 31 December 2023

2023 2022

Note KD KD
Net Profit / (loss) for the year 372,942 (3,491,412)
Other comprehensive (loss):
Items that may be reclassified subsequently to the
consolidated statement of profit or loss:
Foreign currencies translation reserve (52,562) (120,181)
ltems that may not be reclassified subsequently to the
consolidoted statement of profit or loss.
Change in fair value of financial assets at fair value
through other comprehensive income 7 6,062 {(45,468)
Other comprehensive loss for the year -(46,500) (165,649)
Total comprehensive Income / (loss) for the year 326,442 (3,657,061)
Attributable to:
The Parent Company’s Shareholders _ 408,107 (3,529,102)
Non-controlling interests (81,663) (127,959
Total comprehensive Income / (loss) for the year 326,442 {3,657,061)

The accompanying notes on pages 12 to 50 form an integral part of these consolidated financial
statements.
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National Cleaning Company - K.P.S.C, and its Subsidiaries
State of Kawait

Consolidated Statement of Cash Flows
For the financial year ended 31 December 2023

2023 2022

KD KD
Cash flows generated from operating activities
Net profit / loss for the year 372,942 (3,491,412}
Adjustments:
Depreciation 6,814,386 6,875,686
Depreciation of right of use assets 9,841 33,541
Profit on sale of property, plant and equipment (1,447,700 (247,740
Profit from acquisition a subsidiary - (82,712)
Profit from disposal right of use assets - (8,346)
Provision for expected credit losses 402,505 900,000
Other provisions no longer required - (299,393)
Net financial assets losses 4,370 -
Deposit interests (49,560) (16,828)
Cost of finance - loans and bank facilities 2,489,019 2,553,120
Cost of finance - lease liabilities 1477 412
Provision for end of service indemnity 653,827 775,589

9,251,107 6,991,915
Movements in working capital:
Inventories - : 534,908 355,237
Trade receivables and other debit balances 146,347 (1,674,931)
Due from related parties 51,812 81,503
Trade payables and other credit balances 1,669,787 4,342,342
Cash flows from operations 11,673,961 10,096,066
End of service indemnity paid {(612,340) (398,878)
Net cash generated from operating activities 11,061,621 9,697,188
Cash flows from investing activities
Proceeds from sale of financial assefs at fair value through
profit or loss 1,072 -
Proceeds from recover of assets at fair value through other
comprehensive income 31,974 -
Paid for purchase assets at fair value through other
comprehensive income - (39,869)
Paid for purchase property, plant and equipment (3,187,485) (3,656,296)
Proceeds from sale of property, plant and equipment 4,861,327 312,401
Net changes on term deposit (50,000) -
Deposits interests received 49,560 16,828
Paid for the acquisition of a subsidiary (262,423) (127,100}
Net cash generated (used in) investing activities 1,444,025 (3,494,036}
Cash flows from financing activities
Net change in loans and bank facilitics (8,567,981) (3,102,085)
Paid for purchase of treasury shares - {6)
Net changes on lease liabilities (8,100) (12,354)
Finance costs paid (2,489,019 (2,553,120
Change in non-controlling interests (3,608) (546)
Net cash used in financing activities {11,068,708) (5,068,111)
Net increase in cash and cash equivalents 1,436,938 535,041
Cash and cash equivalents resulting from the acquisition of a
subsidiary 267,648 2,116,716
Foreign currencies transtation reserve 14,211 (79,473)
Cash and cash equivalents at beginning of the year (1,574,506) {4,146,790)
Cash and c¢ash equivalents at end of the year (Note 11) 144,291 (1,574,506)

The accompanying notes on pages 12 to 50 form an integral part of these consolidated financial statements.

G
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Notes to the Consolidated Financial Statements
For the financial year ended 31 December 2023

1. Incorporation and activity

The National Cleaning Company was established as a Kuwaiti shareholding company (public) (“the
parent company”) on December 16, 1978, and was registered on the Kuwait Stock Exchange on
March 30, [996. The last amendment to the Memorandum of Association and Articles of
Association of the Parent Company was on June 4, 2023, which was made Accordingly, Article No.
5 of the Memecrandum of Association and Article No. 4 of the Parent Company’s Articles of
Association are amended to add new activities within the purposes of the Parent Company.

The objectives of the Parent Company are:

- Transport and collection of waste.

-~ Implementing all hygiene pledges for ministries, government departments, and the private
sector,

- Providing the necessary services in the field of protecting and improving the environment
from pollution. : : : :

- Importing machinery, equipment, devices and materials necessary for waste disposal and
exploitation,

- Trading in cledning and disinfectant materials.

- Collecting, transporting, pressing and trading scrap.

- Carrying out all sewer cleaning and removal undertakings.

- Garden cleaning work.

- Insect and rodent control.

- Agricultural pest control.

- Transferring, exploiting and disposing of waste afier obtaining the necessary licenses from the
competent authorities,

- Trade in materials resulting from waste transformation.

- Carrying out work related to cleaning the industtial and agricultural environment.

- Cleaning and maintaining networks, stations, sewage treatment, and industrial plants.

- Carrying out all industrial and chemical cleaning undertakings.

- Lifting and removing debris,

- Establishing central and sub-units for washing, cleaning and ironing clothes and linens,

- Carrying out general handling contracting within the company’s work.

- Importing pesticides.

- Exploiting the financial surpluses available to the company by investing them in local and
foreign financial portfolios managed by companies and specialized entities.

- Carrying out all cleaning, contracting and undertakings, collecting and transporting garbage in
all typical areas, suburbs and cities inside and outside the State of Kuwait.

- Owning movables and real estate necessary to carry out the company’s activity within the
limits permitted in accordance with the law.

- Correspondence business, postal business, and aftiliated services related to the company’s
purposes.

- Providing loading, unloading, handling and related services.

- Carrying out all hospitality and cleaning operations required by hotels and hospitals.

- Valet parking service and its affiliated services related to the company’s purposes.

- Providing order delivery services and related services for the company’s purposes.

- Blending and mixing cleaning and sterilization materials and related services.

- Buying and selling lands and real estate for the company's account only.

- Renting and renting lands and real estate for the company.

- Specialized cleaning of buildings.

- Cleaning curtains.
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1.

Incorporation and activity (Continued)

- Upholstery cleaning,

- Cleaning new buildings after construction.

- Swimming pool cleaning and maintenance,

- Non-hazardous waste treatment and disposal.

- Collect non-hazardous materials for recycling.

- Recycling used tires,

- Meanufacture of intermediate goods from waste inputs and non-metallic (non-metallic) scrap.
- Own shares for the company only.

- Investing its money in trading stocks, bonds and other securities,
- Food supplies.

- Transportation of solid and liquid waste.

- Road cleaning contracting,

The Patent Company has the right to have deals or to share in any means with other institutes that
are involved in the same activities or that assist the Parent Company in its operations inside and
outside Kuwait. The Parent Company has the right to acquire these institutes and employ its excess
available funds for investment in local or international portfolios managed by specialized
institutions.

The registered address of the Parent Company is P.O. Box 25702, Safat 13118, State of Kuwait.

The consolidated financial statements were authorized for issuance by the Parent Company’s board
of directors on 13 March 2024 and are subject to the approval of the sharcholders’ general
assembly, The Shareholders of the Parent Company have the power to amend these consolidated
financial statements after issuance at the Sharcholders’ ordinary General Assembly.

Application of new and revised internationai financial reporting standards (“IFRSs”)
New standards, interpretations and amendments effective from 1 January 2023

The Group has applied for the first time certain standards and amendments that are effective for
annual periods beginning on or after | January 2023 (unless otherwise noted). The Company has
not early adopted any other standard, interpretation or amendment issued but not yet effective.

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

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

These amendments are not expected to have any impact on the Group’s consolidated financial
statements. However, they could affect accounting policy disclosures in the Group's consolidated
financial statements.
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2: Application of new and revised international financial reporting standards (“IFRSs”)
{Continued)

a)  New standards, interpretations and amendments effective from 1 January 2023 (Continued)

IFRS 17: Insurance Contracts

IFRS 17: Insurance Contracts, a new comprehensive accounting standard for insurance contracts
covering recognition, measurement, presentation and disclosure. IFRS 17 replaces IFRS 4
Insurance Contracts, which was issued in 2005, IFRS 17 applies to all types of insurance contracts
(i.e. life, non-life, direct insurance and reinsurance), regardless of the type of entity issuing them, in
addition to certain guarantees and financial instruments with optional participation features; some
scope exceptions will apply, The overall objective of IFRS 17 is to provide an accounting model for
insurance contracts that is more useful and consistent for insurance companies. In contrast to the
requirements in IFRS 4, which are largely based on approval of previous local accounting policies,
IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant accounting
aspects. The core of [FRS 17 is the general model, supplemented by:

» A specific adoption for contracts with direct participation features (Variable fee approach).
¢ A simplified approach (premium allocation approach) mainly for short duration contracts.

This standard is not expected to have any impact on the Group’s consolidated financial statements.

Amendments to 145 8 - Definition of Accounting Estimates

The amendments to IAS 8 clarify the distinction between changes in accounting estimates and
changes in accounting policies and the cotrection of errors. Also, they clarify how entities use
measurement techniques and inputs to develop accounting estimates.

These amendments are not expected to have any impact on the Group’s consolidated financial
statements.

b) ‘Standards and amendments issued but not yet effective

The new and amended standards that are issued, but not yet effective, up to the date of issuance of
the Consolidated financial statements are disclosed below. The Group intends to adopt these new
and amended standards, if applicable, when they become effective.

The following amendments are effective for the period beginning on 1 January 2024

e Sale and leaseback obligations (amendments to IFRS 16 Leases);

e Classification of Liabilities as Current or Non-current (Amendments to IAS (1) presentation of
financial statements);

o Non-current liabilities with commitments (Amendments to IAS (1) presentation of financial
statements); and

e Supplier financing arrangements (Amendments to IAS (7) Statement of Cash Flows and IAS (7)
Financial Instruments: (Disclosures).

The following amendments are effective for the period beginning on 1 Janvary 2025:
» Non-exchangeability {Amendments to 1AS (21) Effect of Change in Foreign Currency Exchange

Rate Translation).
‘ 110
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2.

b)

3.1

3.2

33

Application of new and revised international financial reporting standards (“IFRSs”)
(Continued)

Standards and amendments issued but not yet effective (Continued)

The Group is currently evalvating the impact of these new accounting standards and amendments,
The Group does not believe that the amendments to IAS (1) will have a significant impact on the
classification of its liabilities, as the conversion feature in convertible debt instruments is classified
as equity instruments and therefore does not affect the classification of its convertible debts as non-
current liabilities. The Group does not expect that any other standards issued by IASB, but not yet
effective, or these amendments will have any impact on the Group’s consolidated financial
statements.

Summary of significant accounting policies
Statement of compliance

The consolidated financial statements of the Group have been prepared-in accordance with the
International Financial Reporting Standards (IFRSs) as issued by the International Accounting
Standards Board (IASB), IFRIC interpretations as issued by the International Financial Reporting
Interpretations Commitiee (IFRIC) and Companies Law No. 1 of 2016 and its executive regulations,
as amended.

Basis of preparation

The consolidated financial statements have been prepared in accordance with the International
Financial Reporting Standards (IFRSs} as issued by the International Accounting Standards Board
(IASB).

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

The consolidated financial statements have been prepared under the historical cost convention except
for financial assets at fair value through other comptehensive income and financial assets at fair
value through profit or loss that are measured at fair value. The consolidated financial statements
have been presented in Kuwaiti Dinars (“KD”) which is the functional and presentation cutrency of
the Parent Company.

Classification of assets and liabilities to current and non-current

The Group presents the assets and labilities in the consolidated statement of financial position

based on their classification to current and non-current. An asset is current when it is:

¢ Expected to be realised or intended to be sold or consumed in the normal operating cycle;

o Held primarily for the purpose of trading;

¢ Expected to be realized within twelve month period after the reporting period; or

» Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at
least twelve months after the reporting period.

All other assets are classified as non-current.
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3y Summary of significant accounting policies (Continued)
3.3  Classification of assets and liabilities to current and non-current

A liability is current when:

e It is expected to be settled in the normal operating cycle.

e Jt is held primarily for the purpose of trading.

e [t is due to be settled within twelve months after the reporting date.

3.4 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Parent Company and
its subsidiaries drawn up to 31 December 2023. Where the Parent Company has control over an
investee, it is classified as a subsidiary. The Group controls an investee if all three of the following
elements are present: power over the investee, exposure to variable returns from the investee, and
the ability of the investor to use its power to affect those vatiable returns. Control is reassessed
whenever facts and circumstances indicate that there may be a change in any of these elements of
control.

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

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

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

including:

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

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

- Other contractual arrangements.

- Historic patterns in voting attendance,

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

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

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction, 1f the Group loses control over a subsidiary, it:

e Derecognises the assets (including goodwill) and labilities of the subsidiary;

s Derecognises the carrying amount of any non-controlling interests,

e Derecognises the cumulative translation differences recorded in equity.

» Recognises the fair value of the consideration received.

G
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3. Summary of significant accounting policies (Continued)
3.4 Basis of consolidation (Continued)

e Recognises the fair value of any investment retained;

¢ Recognises any surplus or deficit in profit or loss,

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

Subsidiaries’ financial statements included in these consolidated financial statements are as

follows:
Principal Country of Shareholding %

Name of subsidiary activity incorporation 2023 2022
National Sewage Compary - Cleaning works and State of 99% 99%
W.L.L. sewage contracting Kuwait
Sabhan Agricultural Contracting  Agricultural State of 99% 99%
Company ~ W.L.L. contracting Kuwait
Jahra cleaning equipment Co. - Cleaning works State of 99% 99%
K.8.C. (Closed) Kuwait
National Environmental Service Pollution control State of 82.403% 82.403%
Company - K.S.C. (Closed) and network Kuwait

protection
Al Ahlia United General Cleaning works State of 99% 99%
Services Company - K.8.C. Kuwait
{Closed)
Asphalt Derivatives Industrial Marketing and State of 99.803% 99.803%
Co. - K.S.C. {Closed) selling Kuwait

of asphalt products
Al-Oula Kuwaiti Cleaning Cleaning works State of 9% 99%
Company - K.8.C. (Closed) Kuwait
NCC International Farm Husbandry and trade Turkey 99% 99%
Company - W.L.L, of animals and crops
International Waste City cleaning works India 99% 99%
Management Company
Almas Holding Company K.8.C.  Business State of %696 -

administration Kuwait
Future Solutions Trading - services Qatar %100 -

W.L.L

The subsidiaries’ financial statements for the year ended 31 December 2023 were consolidated
based on audited financial statements, except for International Waste Management Company
(India) and NCC International Farm Company W.L.L{Turkey), it was consolidated based on the
financial statements prepared by the management. During the year ended 31 December 2023, the
Group acquired 96% shares in Almas Holding Company K.S.C. This acquisition did not result in
any goodwill, in addition fo the group’s establishment of Future Solutions Trading — W.L.L.
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3.  Summary of significant accounting policies (Continued)

3.4  Basis of consolidation (Continued)
Al Ahlia United General Services Company - K.S.C. (Closed) owns subsidiaries as follows:
Shareholding %
Principal Country of
Name of the subsidiary activity incorporation 2023 2022
Global Waste Management Co. Cleaning works State of Kuwait 99% 99%
W.L.L. Building & Road Cleaning
Contracting
Gulf Coast Shipping Services Cleaning works State of Kuwait 99% 99%
Company W.L L, and its Subsidiary
Golden Shahin General Trading and Cleaning works State of Kuwait 75% 75%
Contracting Company W L., and
its Subsidiary
NCC Agricultural Services Agricultural State of Kuwait 99% 99%
Company - K.5.C. (Closed) contracting
Fintas Coast Real Estate Company — Real Estate State of Kuwait 99% 99%
W.L.L.
Petrolink Holding Company - Services State of Kuwait 50.48% -
K.8.C. (Closed) and its Subsidiary
3.5 Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which is caleulated as
the sum of the acquisition date fair values of assets transferred by the Group, liabilities incurred or
assumed by the Group to the former stakeholders of the acquiree and equity instruments issued by
the Group in exchange for comtrol of the acquiree, plus any costs directly attributable to the
business combination. Acquisition-related costs are generally recognised in consolidated statement
of profit or loss as incurred. At the acquisition date, the assets, liabilities and contingent liabilitics
that meet the conditions for recognition under IFRS 3 Business Combinations are recognised at
their fair values at the acquisition date.

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

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

G
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3.

3.5

3.6

Summary of significant accounting policies (Continued)
Business combinations (Continued)

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any
non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held equity
interest in the acquiree (if any) over the net of the acquisition date amounts of the identifiable assets
acquired and the liabilities assumed. If after reassessment, the net of the acquisition-date amounts
of the identifiable assets acquired and liabilities assumed exceeds the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree and the fair value of the
acquirer's previously held interest in the acquiree (if any), the excess is recognised immediately in
consolidated statement of profit or loss as a bargain purchase gain,

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

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

When a business combination is achieved in stages, the Group’s previously held equity interest in
the acquiree is remeasured to fair value at the acquisition date (i.e. the date when the Group obtains
control} and the resulting gain or loss, if any, is recognised in the consolidated statement of profit or
loss. Amounts arising from interests in the acquiree prior to the acquisition date that have
previously been recognised in the consolidated statement of other comprehensive income are
reclassified to consolidated statement of profit or loss where such treatment would be appropriate if
that interest was disposed of.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated
impairment losses. Depreciation is calculated except free hold land based on the estimated useful
lives of the applicable assets on a straight-line basis commencing when the assets are ready for their
intended use. The estimated useful lives, residual values and depreciation methods are reviewed at
each year end, with the effect of any changes in estimate accounted for on prospective basis.
Maintenance and repairs, replacements and improvements of minor importance are expensed as
incurred.

Stgnificant improvements and replacements of assets are capitalized. The gain or loss arising on the
disposal or retirement of an item of property, plant and equipment is determined as the difference
between the sale proceeds and the carrying amount of the asset and is recognised in consolidated
statement of profit or loss in the period in which they occur. Depreciation is calculated on a
straight-line basis.
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3. Summary of significant accounting policies (Continued)
3.6 Property, plant and equipment (Continued)

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

Assets Useful life
Buildings 10 years
Transportation and containers fleets and motor vehicles 3 - 10 years
Furniture and office equipment 4 Years
Machinery and equipment 3 years

The asset’s residual values, 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 from items of property, plant and equipment. Should the estimated useful lives of property,
plant and equipment are changed, the change will be applied at the beginning of the financial year
of change without retroactivity.

3. Summary of significant accounting policies (Continued)

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

Profits or losses on disposals are determined by the difference between the net sale proceeds and
net carrying amount of the asset at the disposal date and are recognised in the consolidated
statement of profit or loss.

Work in progress is included in property, plant and equipment in the Consolidated statement of
financial position until they are completed and ready for their intended use, at that time, they are
reclassified under similar assets and the depreciation commences.

3.7  Accounting for leases

The Group as a lessee

At commencement or on modification of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone price.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease
liability adjusted for any lease payments made at or before the commencement date, plus any initial
direct costs incurred and an estimate of costs to dismantle and remove the underlying asset or to
restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the
underlying asset to the Group by the end of the lease term or the cost of the right-of-use asset
reflects that the Group will exercise a purchase option. In that case the right-of-use asset will be
depreciated over the useful life of the underlying asset, which is determined on the same basis as

G-
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3.

3.7

Summary of significant accounting policies (Continued)

Accounting for leases (Continued)

The Group as a lessee (Continued)

those of property and equipment. In addition, the right-of-use asset is periodically reduced by
impairment losses, if any, and adjusted for certain temeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid
at the commencement date, discounted using the interest rate implicit in the lease or, if that rate
cannot be readily determined, the Group’s incremental borrowing rate. Generally, the Group uses
its incremental borrowing rate as the discount rate.

The Group determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type
of the asset ieased.

Lease payments included in the measurement of the lease liability comprise the following:

- Fixed payments, including in-substance fixed payments;

- Variable lease payments that depend on an index or a rate, initially measured using the index
or rate as at the commencement date;

- Amounts expected to be payable under a residual value guarantee; and

- The exercise price under a purchase option that the Group is reasonably certain to exercise,
lease payments in an optional renewal period if the Group is reasonably certain to exercise an
extension option, and penalties for early termination of a lease unless the Group is reasonably
certain not to terminate early,

The lease liability is measured at amortised cost using the effective interest method, It is
remeasured when there is a change in foture lease payments arising from a change in an index or
rafe, if there is a change in the Group’s estimate of the amount expected to be payable under a
residual value guarantee, if the Group chauges its assessment of whether it will exercise a purchase,
extension or termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the
carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of
the right-of-use asset has been reduced to zero.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease labilities for leases of low-
value assets and short-term leases. The Group recognises the lease payments associated with these
leases as an expense on a straight-line basis over the lease term.

The Group as a lessor
At commencement or on modification of a contract that contains a lease component, the Group

allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone price.

When the Group acts as a lessor, it determines at lease inception whether each lease is a finance
lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers
substantially all of the risks and rewards incidental to ownership of the underlying asset. If this is
the case, then the lease is a finance lease; if not, then it is an operating lease. As part of this
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3. Summary of significant accounting policies (Continued)

3.7 Accounting for leases (Continued)

The Group as a lessor (Continued)

assessment, the Group considers certain indicators such as whether the lease is for the major part of
the economic life of the asset.

When the Group is an intermediate lessor, it accounts for its interests in the head lease and the sub-
lease separately. It assesses the lease classification of a sub-lease with reference to the right-of-use
asset arising from the head lease, not with reference to the underlying asset, If a head lease is a
short-term lease to which the Group applies the exemption described above, then it classifies the
sub-lease as an operating lease.

If an arrangement contains ‘lease and non-lease components, then the Group applies IFRS 15 to
allocate the consideration in the contract. The Group recognises lease payments received under
operating leases as income on a straight-line basis over the lease term as part of ‘other revenue’.

3.8 Intangible assets (Goodwill)

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

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

Cash-generating units to which goodwill has been allocated are tested for impairment on an annual
basis or over smaller periods for the purpose of identifying whether they are impaired or not when
there 1s an indication that the units may be impaired.

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

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

3.9 Impairment of non-financial assets

At the end of each reporting period, the Group reviews the carrying amounts of its non-financial
assets to determine whether there is any indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where it is not possible to estimate the
recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Intangible assets with indefinite useful lives and
intangible assets not yet available for use are tested for impairment annually. Whenever there is an
indication that the asset may be impaired, its recoverable amount is estimated.
G
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3.

Summary of significant accounting policies (Continued)

3.9 Impairment of non-financial assets

3.10

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a discount rate
that reflects current market assessments of the time value of money and the risks specific to the
asset. If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in the consolidated statement of
profit or loss.

For a non-financial asset, other than goodwill, in which impairment subsequently reverses, the
carrying amount of the asset (cash-generating unit) is increased to the revised estimate of ifs
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount
that would have been determined had no impairment loss been recognised for the asset (cash
generating unit) in prior years, A reversal of an impairment loss is recognised lmmedlately in the
consolidated statement of profit or loss.

Financial instruments

The Group classifies its financial instruments as “financial assets” and “financial liabilities.
Financial assets and financial liabilities are recognized when the Group becomes a party to the
contractual provisions of the instruments.

Financial assets and liabilities carried on the consolidated statement of financial position include
cash and cash equivalents, trade receivables and other receivable balances, financial assets at fair
value through profit or loss, financial assets at fair value through other comprehensive income, due
from related parties, loans and bank facilities and Trade payables and other credit balances.

Financial assets

Recognition, initial measurement and derecognition

To determine the classification and measurement category of financial assets, IFRS requires
assessment of all financial assefs, except for equity instruments and derivatives, based on the
Group’s business model for managing the Group’s assets as well as characteristics of the
contractual cash flows of these instruments,

The Group determines ifs business model at the level that best reflects how it manages its financial
assets to achieve its business objectives and in order to generate contractual cash flows. Whether
the Group’s sole objective is to collect the contractual cash flows from the assets or to collect both
the contractual cash flows and cash flows arising from the sale of assets. If neither of these is
applicable (e.g. financial assets are held for trading purposes), then the financial assets are classified
as part of sell business model and measured at fair value through the statement of profit or loss. The
Group’s business model is not assessed on an instrument-by-instrument basis, but at a higher level
of aggregated portfolios.

Purchases and sales of the financial assets are recognized on the trade date i.e. the date on which the
Group commits to purchase or sell the asset. The financial assets are initially recognized at fair
value plus transaction costs for all financial assets that are not carried at fair value through the
consolidated statement of profit or loss,
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3.  Summary of significant accounting policies (Continued)
3.10 Financial instroments (Continued)
Financial assets (continued)

Subsequent measurement

The financial assets are derecognised when the contractual rights to receive the cash flows from the
financial assets expire or when the Group transfers its right to receive cash flows from the financial
assets in either of the following circumstances: (a) When all risks and rewards of the financial
assets ownership are transferred by the Group; or (b) When all risks and rewards of the financial
assets are not transferred or retained, but the control over the financial assets is transferred. when
the Group has retained control, it shall continue to recognize the financial asset to the extent of its
continuing involvement in the financial asset.

Classification of financial assets
Financial assets are classified in the consolidated financial statements into the following categories
upon initial recegnition: . ; : : : :
-Debt instruments at amortized cost.
-Financial assets at fair value through other comprehensive income.
-Financial assets at fair value through profit or loss.

Financial assets at amortized cost
Financial assets are measured at amortised cost if both of the following conditions are met and are
not designated at fair value through the consolidated statement of profit or loss:

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

- Its contractual terms give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

Debt instruments measured at amortized cost are subsequently measured at amortized cost using the
effective yield method adjusted for impairment losses if any. Profits and losses are recognized in
the consolidated statement of profit or loss when the asset is derecognised, adjusted or impaired.

Trade receivables and other debit balances, and due from related parties

Trade receivables and other debit balances and due from related parties are measured at initial
recognition at fair value, and are subsequently measured at amortised cost using the effective
interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in
the consolidated statement of profit or loss when there is objective evidence that the asset is
impaired, The allowance recognised is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the effective rate
computed at initial recognition.

Cash and cash equivalents

Cash on hand, current account balances with banks, short-term deposits that were placed with banks
and their contractual maturity periods are or lees than 3 months, and cash at an investment portfolio
are classified as cash and cash equivalents in the consolidated statement of cash flows, net of bank
overdrafis,

Term deposits
Term deposits with a maturity of more than three months and less than a year from the deposit date

is classified under term deposits in the consolidated statement of financial position,
‘ 120
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3.

Summary of significant accounting policies (Continued)

3.10 Financial instruments (Continued)

Financial assets (continued)
Classification of financial assets (continued)

Financial assets at fair value through other comprehensive income

Upon initial recognition, the Group may elect to classify irrevocably some of its equity instruments
at fair value through other comprehensive income when they meet the definition of Equity under
[AS (32) “Financial Instruments: Presentation” and are not held for trading. Such classification is
determined on an instrument-by- instrument basis.

Profit or loss on these equity instruments are never recycled to the consolidated statement of profit
or loss. Dividends are recognized in the consolidated statement of profit or loss when the right of
the payment has been established, except when the Group benefits from such proceeds as a recovery
of part of the cost of the instrument, in which case, such gains are recorded in the other consolidated
comprehensive income. Equity instruments at fair value through other comprehensive income are
not subject to an impairment assessment. Upon disposal, gains or losses are reclassified from
cumulative changes in fair value to retained earnings in the consolidated statement of changes in
equity.

The financial assets at fair value through other comprehensive income represent quoted and
unquoted equity investments.

Financial assets at fair value through profit or loss

The Group classifies financial assets as held for trading when they have been purchased or issued
primarily for short-term profit making through trading activities or form part of a portfolio of
financial instruments that are managed together, for which there is evidence of a recent pattern of
short-term profit taking. Held-for-trading assets are recorded and measured in the consolidated
statement of financial position at fair value. In addition, on initial recognition, the Group may
designate financial assets at amortized cost or at fair value through other comprehensive income if
doing so eliminates or significantly reduces an accounting mismatch that would arise. Changes in
fair value, profit or loss on disposal, interest income and dividends are recorded in consolidated
statement of profit or loss according to the terms of the contract, or when the right to payment has
been established.

The financial assets at fair value through profit or loss represent quoted and unquoted equity
investments.

Impairment of financial assets
The Group recognizes a provision for expected credit losses (“ECLS™) for all debt instruments not
held at fair value through profit or loss.

ECLs are based on the difference between the contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects to receive. The shortfall is discounted at an
approximation to the asset’s original effective interest rate. The expected cash flows will include
cash flows from sale of collateral held or other credit enhancements that are regarded as an integral
part of the contractual terms.
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3.  Summary of significant accounting policies (Continued)
3.10 Financial instruments (Continued)
Financial assets (continued)

Impairment of financial assets (continued)

For trade and other receivables, the Group has applied the standard’s simplified approach and has
calculated ECLs based on ECLs over the financial assets lifetime. Accordingly, the Group does not
track changes in credit rvisk, but a loss allowance is recognized based on ECLs over the financial
assets” lifetime at the date of each reporting period. The Group has established a provision matrix
that is based on the Group’s historical credit loss experience, adjusted for forward-looking factors
specific to the customers and the economic environment. Exposures wete segmented based on
common credit characteristics such as credit risk grade, geographic region and industry,
delinquency status and age of relationship where applicable.

For other debt instruments, the Group has applied a forward looking approach wherein is no longer
dependent on the Group first identifying a credit loss event, Instead, the Group considers a broader
range of information when assessing credit risk and measuring expected credit losses, including past
events, current conditions, reasonable and supportable forecasts that affect the expected
collectability of the future cash flows of the debt instrument,

In applying this forward-looking approach, the Group applies a three stage assessment to measuring

ECL as follows:

e Stage 1 - financial instruments that have not deteriorated significantly in credit quality since
initial recognition or that have low credit risk.

e Stage 2 (not credit impaired) - financial instruments that have deteriorated significantly in
credit quality since initial recognition and whose credit risk is not low.

¢ Stage 3 (credit impaired) - financial assets that have objective evidence of impairment at the
financial statements date and assessed as credit impaired when one or more events with a
detrimental impact on the estimated future cash flows have occurred.

When assessing whether the financial instrument’s credit quality has deteriorated significantly since
initial recognition, the Group compares the risk of default of the financial instrument at the
reporting date with the risk of default of the financial instrument at the initial recognition date.

When making this assessment, the Group considers the reasonable and supported quantitative and
qualitative information, including historical experience and forward-looking information that is
available without cost or excessive effort. Forward-looking information considered includes the
future potential of the industries with which the Group's receivables work, obfained from repotts by
economists, financial analysts, government agencies, relevant think tanks and other similar
organizations, as well as consideration of various external sources of actual and expected economic
information related to the basic operations of the Group.

“12-month expected credit losses” are recognized for the first stage while “expected credit losses
over the financial assets lifetime” are recognized for the second and third stages. ECLs over the
financial assets lifetime are ECLs that result from all possible default events over the expected life
of a financial instrument. 12-month ECLs over the financial assets lifetime are a part of ECLs over
the financial assets lifetime which are expected to result from default events of the financial
instruments for 12 months after the financial reporting date.
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3.10

Summary of significant accounting policies (Continued)
Financial instruments (Continuned)
Financial Assets (continued)

Impairment of financial assets (continued)

Measurement of the expected credit losses is determined by a probability-weighted estimate of
credit losses over the expected life of the financial instrument. ECLs that are measured at amortised
cost are deducted from total carrying amount of the assets and charged to the consolidated statement
of profit or loss. For the financial debt instruments designated at fair value through other
comprehensive income, available losses are charged to the consolidated statement of profit or loss
and recognized through othet comprehensive income.

Financial liabilities

All financial liabilities are initially recognized at fair value and in case of loans, borrowings and
creditors directly attributable transactions costs are discounted. All financial liabilities are
subsequently measured at fair value through the consolidated statement of profit or loss or at
amortised cost using the effective interest rate method.

Term loans

Loans are initially recognized at fair value less the incurred transaction costs. They are subsequently
stated at amortized cost; any difference between the proceeds (net of transaction costs) and the
redemption value is recognized in the consolidated statement of profit or loss over the period of the
borrowings using the effective interest rate method.

Trade payables and other credit balances

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppliers. Trade payables are initially recognized at fair value and
subsequently measured at amortised cost using the effective interest method. Accounts payable are
classified as current liabilities if payment is due within one year or less (or in the normal operating
cycle of the business if longer). If not, they are presented as non - current liabilities.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or
cancelled or expires. When an existing financial lability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified. Exchange or modification is treated as derecognition of the original lability and the
recognition of a new liability, and the difference in the respective carrying amounts is recognized in
the consolidated statement of profit or loss.

Offsetting financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
statement of financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously.
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3. Summary of significant accounting policies (Continued)
3.11 Inventories

Inventories are valued at the lower of average cost or net realizable value after providing
allowances for any obsolete or slow-moving items. Inventories cost comprises direct materials and,
where applicable, direct labour costs and those overheads that have been incurred in bringing the
inventories to their present location and condition. Cost is determined on a weighted average basis.

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

3.12 Offseting

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

3.13 Provisions

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

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

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

3.14 Provision for staff indemnity

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

With respect to its Kuwaiti national employees, the Group makes contributions to the Public

Institution for Social Security calculated as a percentage of the employees’ salaries. The Group’s
obligations are limited to these contributions, which are expensed when due.
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3.17

3.18

Summary of significant accounting policies (Continued)
Social security

Concerning the Kuwaiti national staff, the Group makes subscriptions to the General Organisation
for social security being calculated as a percentage of monthly salaries of the employees, The
Group’s commitment is limited to such amounts of commitments which are recognised as an
expense upon satisfaction of the vesting conditions by related staff,

Treasury shares

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

Dividends to the shareholders

The Group tecognizes cash and non-cash dividends to the Shareholders of the Parent Company as
liabilities when such dividends are finally approved, and when decision on such dividends is no
longer at the discretion of the Group. Such dividends are approved when they are agreed upon by
the annual general assembly of the Parent Company’s shareholders, and value of such dividends is
tecognized in equity.

The non-cash dividends are measured at fair value of assets that will be distributed, along with
recognizing result of the re-measurement at fair value directly in equity. When distributing such
non-cash dividends, the difference between the carrying value of that liability and the carrying
value of the distributed assets is recognized in the consolidated statement of profit or loss.

Dividends approved after the consolidated financial statements date are disclosed as events
subsequent to the consolidated statement of financial position date.

Revenue recognition

Revenue is measured based on the consideration to which the Group expects to be entitled in a
contract with a customer and excludes amounts collected on behalf of third parties. The Group
recognises revenue when it transfers control of a product or service to a customer. The Group
follows a 5-step process:

- Identifying the contract with a customer,

- Identifying the performance obligations,

- Determine the fransaction price

- Allocating the transaction price to the performance obligations,

- Recognising revenue when/as performance obligation(s) are satisfied.
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3 Summary of significant accounting policies (continued)
3.18 Revenue recognition (Continued)

The total transaction price for a contract is allocated amongst the various performance obligations
based on their relative stand-alone selling prices. The transaction price for a contract excludes any
amounts collected on behalf of third parties.

IFRS 15 requires entities to exercise judgement, taking into consideration all of the relevant facts
and circumstances when applying each step of the model to contracts with their customers. The
Standard also specifies method of accounting for the additional costs to obtain the contract and the
costs that are directly attributable to the contract execution. The standard also requires
comprehensive disclosures.

Under IFRS 15, revenue is recognised either at a point in time or over time, when (or as) the Group
satisfies performance obligations by transferring the promised goods or services to its customers.

Group’s revenue streams arise from the following activities:
Rendering of services

Revenue from rendering of service is recognised over time, the Group has determined that overtime
recognition criteria remains appropriate for rendering of services.

Dividends
Dividend income is recognised when the shareholders’ right to receive the payment is established.

Interest income
Interest income is recognised on accrual basis using the effective interest method.

Other income
Other income is recognized on accrual basis.

3.19 Foreign currency translation

The consolidated financial statements have been presented in Kuwaiti Dinars (“KD™), which is also
the functional and presentation currency of the Parent Company.

Transactions and balances

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

Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are included in the consolidated statement of profit or loss for the year. Exchange
differences arising on the translation of monetary items at fair value are included in the
consolidated statement of profit or loss for the year, except for differences arising on retranslation
of non-monetary items, in respect of which profits or losses were directly recognized in the
consolidated statement of profit or loss and other comprehensive income. For such non-monetary
items, any exchange component of that gain or loss is also recognised directly in the consolidated
statement of profit or loss and other comprehensive income.
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3.19

3.20

3.21

3.22

3.23

Summary of significant accounting policies (continued)

Foreign currency translation (continued)

Group's companies
The assets and liabilities of the Group’s foreign operations are expressed in KD using exchange

rates prevailing at the consolidated statement of financial position date. Income and expense items
are translated into the Group’s presentation currency at the average rate over the consolidated
financial statements period. Exchange differences are charged / credited to other comprehensive
income and recognised in the currency translation reserve in equity. On disposal of a foreign
operation, the related cumulative translation differences recognised in equity are reclassified to
consolidated statement of profit or loss and are recognised as part of the gain or loss on disposal.
Goodwill and fair value adjustments arising on the acquisition of a foreign entity have been treated
as assets and liabilities of the foreign entity and translated into KD at the closing rate.

Borrowing costs

Borrowing costs include interests and other costs incurred by the Group with regard to borrowing
of funds. Borrowing costs directly attributable to the acquisition, construction or production of
assets qualified for capitalization, which are assets that require long time to get ready for their
intended use or sale, are added to the cost of those assets, until they become substantially ready for
their intended use or sale. Investment revenues received from temporary investment of specific
loans, invested during period of non-utilization in disbursement are deducted from the recoverable
costs of finance.

All other borrowing costs are expensed in consolidated statement of profit or loss in the period in
which they are incurred.

Contingencies

Contingent liabilities are not recognised in the consolidated statement of financial position, but are
disclosed unless the possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are not recognised in the consolidated statement of financial position, but are
disclosed when an inflow of economic benefits is probable.

Contribution to Kuwait Foundation for the Advancement of Sciences

Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS) is calculated at 1% of
the profit attributable to shareholders of the Parent Company before deduction of NLST, Zakat, and
Board of Directors® remuneration, and after excluding the Parent Company’s share of income from
Kuwaiti shareholding subsidiaries, transferred to statutory reserve, and any accumulated losses.

National Labor Support Tax (NLST)

The Parent Company is legally required to contribute to NLST in accordance with law No. 19 for
year 2000 and Ministerial resolution No. 24 for year 2006 and their executive regulations. NLST is
imposed at 2.5% of profit, less permitted deductions.
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3. Summary of significant accounting policies (continued}

3.24 Zakat

The Parent Company is legally required to contribute to Zakat in accordance with law No. 46 for
year 2006 and Ministerial resolution No. 58 for year 2007 and their executive regulations. Zakat is
imposed at 1% of profit, less permitted deductions.

3.25 Segment reporting

Operating segments are identified on the basis of internal reports that are regularly reviewed by the
decision makers in order to allocate resources to the segments and to assess their performance, Such
operating segments are classified as either business segments or geographical segments,

A business segment is a distinguishable component of the Group that is engaged in providing
products or services, which is subject to risks and returns that are different from those of other
segments.

A geographic segment is a distinguishable component of the Group that is engaged in providing
products or services within a particular economic environment, which is subject to risks and returns
different from those of segments operating in other economic environments.

4.  Significant accounting judgmenis and estimation uncertainty

The preparation of the Group's consolidated financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenue, expenses, assets
and liabilities at the date of consolidated financial statements. However, uncertainty about the
assumptions and estimate could result in outcomes that require a material adjustment to the amount
of the asset or liability reported in future period,

Significant accounting judgments

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

Classification of financial instruments

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

assets.

Leases

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

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

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

o Determine whether the variable payments are substantially fixed.

e Determine whether there are multiple leases in the arrangement.

¢ Determine the sale price of leased and non-leased items.
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4. Significant accounting judgments and estimation uncertainty (Continued)
Estimation uncertainty

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

Useful lives of property, plant and equipment

As disclosed in Note no. (3.6), the Group reviews the estimated useful lives over which its property,
plant and equipment are depreciated. The Group’s management is satisfied that the estimates of
useful lives of these assets are appropriate.

Leases

The main items of estimation uncertainty for application of IFRS 16 include the following:
- Assessment of the lease term

- Determination of the proper discount rate for the lease payments

- Assessment whether right-of use assets have impaired.

Impairment of non-financial assets

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

Impairment of inventories

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

Provision for expected credit losses for trade receivables and due from related parties

The Group uses a provision matrix to calculate ECLs for trade receivables and due from related
parties. The provision rates are based on days past due for groupings of various customer segments
that have similar loss patterns (i.e., by geographical region, services and customer type). The
provision matrix is initially based on the Group’s historical observed default rates,
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4. Significant accounting judgments and estimation uncertainty (Continued)
Estimation uncertainty (Continued)

The Group will calibrate the matrix to adjust the historical credit loss experience with forward-
looking information. For instance, if forecast economic conditions (i.e., gross domestic product,
stock market capitalization) are expected to deteriorate over the next year which can lead to an
increased number of defaults in the services sector, the historical default rates are adjusted. At
every reporting date, the historical observed default rates are updated and changes in the forward-
looking estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast economic
conditions and ECLs is a significant estimate. The amount of expected credit losses is sensitive to
changes in circumstances and of forecast economic conditions. The Group’s historical credit loss
experience and forecast of economic conditions may also not be representative of customer’s actual
default in the future. The information about the ECL on the Group’s accounts receivable is
disclosed in (Note 25).

Revenue recognition

Revenue is recognized to the extent it is probable that the economic benefits will flow to the Group
and the revenue can be reliably measured. Determination whether matching the criteria of revenue
recognition in accordance with IFRS No. (15) and the policy of revenue recognition disclosed in
Note no. (3.18) require significant judgments.
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Notes to the Consolidated Financial Statements
For the financial year ended 31 December 2023

5.

Property, plant and equipment (Continued)

Certain buildings, with a net carrying amount of KD 3,429,747 (2022: KD 3,911,133) were constructed on
land leased from the state, which were renewed to expire on 10 October 2024,

Fair value of the freehold land and buildings was 50,681,000 (2022: KD 43,680,000). Fair value of the
land and buildings was reached to as at 31 December 2023 based on the valuation done on that date by
independent valuers who are not related to the Group. Those valuers are licensed by the official bodies and
they have qualifications and latest experience in valuation of land and buildings at these locations, Fair
value of land and buildings classified based on comparable market prices which reflect prices of recent
transactions for similar land and buildings. To estimate the value of the same, it has been supposed that the
current usage for the land and buildings is the best usage for the same.

The Group has land and buildings with a carrying amount of KD 18,103,531 (2022: KD 21,787,139)
pledged against term loans (Note 16).

Works in progress represent payments for building and equipment works for the purpose of the Group's
activities. e : = : - . ,

During the current financial year, the Group disposed property, plant and equipment with a net book value
of KD 3,413,627, This resulted in a gain of KD 1,447,700 which was included in the consolidated
statement of profit or loss (Note 19).

The depreciation charged for the year was allocated in the consolidated statement of profit or loss as
follows:

2023 2022
KD KD
Activity costs 6,638,423 6,689,670
(General and administrative expenses (Note 18) 175,963 186,016
6,814,386 6,875,686
Goodwill
2023 2022
KD KD
Cost 0,481,893 9,377,604
Cumulative impairment losses (4,324,750) (4,324,750)
5,157,143 5,052,854

In the opinion of management, there is no decline in the value of goodwill during the current fiscal year
based on a study prepared by an external party.

During the year ended December 31, 2023, Petrolink Holding Company - K.S.C. (Closed) acquired a company
with a 99.783% interest and the acquisition resulted in goodwill amounting to KWD 104,289. Petrolink
Holding Company - K.8.C. (Closed) is a subsidiary of Al Ahlia United General Services Company - K.S.C.
(Closed).
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National Cleaning Company - K.P.S.C. and its Subsidiaries
State of Kuwait

Notes to the Consolidated Financial Statements
For the financial year ended 31 December 2023

7. Financial assets at fair value through other comprehensive income

2023 2022

KD KD
Local quoted shares 176,645 196,037
Local unquoted equities 297,360 303,880
474,005 499917

The fair value of financial assets was determined based on basis stated in Note (23).

Movement on financial assets at fair value through other comprehensive income is as follows:

2023 2022

KD KD
Balance at beginning of the year 499,917 505,464
Additions - 39,921
Disposals (31,974) -
Change in fair value 6,062 (45,468)
474,005 499,917

8. Trade receivables and other debit balances

2023 2022

KD KD
Trade receivables (A) 27,404,205 28,079,188
Provision for excepted credit losses (B) (8,288,104) (8,085,599)
19,116,101 19,993,589
Advance payments fo purchase investments 1,250,000 -
Advance payments to suppliers 586,522 459,783
Prepaid expenses 4,281,543 5,516,842
Staff receivables 468,306 567,076
Refundable deposits 2,398,129 1,990,205
Other 230,505 256,752
28,331,106 28,784,247

A - Most of the trade receivables as of December 31 represent amounts due from governmental agencies
and authorities. When determining the recoverability of trade receivables, the group considers any change
in the credit quality of the trade receivables from the date of initially granting credit until the date of
preparing the consolidated financial statements. The risk analysis of the expected customer default rate by
debt age group is shown in (Note 22).

B- Movement on provision for ECLs during the year is as follows:

2023 2022

KD KD
Balance at beginning of the year 8,085,599 8,184,994
Charged during the year 202,505 200,000
Provision no longer required (299,395)

8,288,104 8,085,599
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Notes to the Consolidated Financial Statements
For the financial year ended 31 December 2023

9.  Related party transactions

Related parties represent associate companies, subsidiaries companies, major shareholders, directors and
senior management personnel of the Group, and companies controlled, jointly controlled, or significantly
influenced by such parties. The pricing policies and conditions for these transactions are approved by the
Group management. The balances due from related parties are interest free, with no specified payment
date.

Balances included in consolidated statement of financial position:

2023 2022
KD KD
Due from related parties (A) 4,766,336 4,818,148
Provision for expected credit losses (B) (1,850,000) (1,650,000)
2,916,336 3,168,148
Provision for end of service indemnity and leaves - executive
managers 279,361 233,083

A - The balance due from related parties includes a balance resulting from a related party (the previous
owner of the subsidiary - Al-Ahlia United Company for General Services and its subsidiaries) collecting
revenues from cleaning contracts concluded from previous years with Al-Ahlia United Company for
Public Services - K.S.C. . (Closed) as a result of the existence of transfers of rights on these contracts - in
favor of the previous owner - and an agreement is being made to settle and pay these amounts during the
coming periods..

B- Movement on provision for ECLs during the year is as follows:

2023 2022

KD KD
Balance at beginning of the year 1,650,000 950,000
Charged during the year 200,000 700,000

1,850,000 1,650,000
Transactions included in the consolidated statement of profit or loss:

2023 2022

KD KD
Senior management benefits 381,096 370,346

All related party transactions are subject to the approval of the shareholders” General Assembly.
10. Term deposits
This item represents a deposit with a local bank with maturity period exceeding three months as of the

placement date. The effective yield rate on these deposits was 3.875% per annum as at 31 December 2023
(2022: 3.5%).
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State of Kuwait

Notes to the Consolidated Financial Statements
For the financial year ended 31 December 2023

11.  Cash and cash equivalents

Cash on hand and bank balances

Short-term deposits - mature within 3 months

Cash and cash equivalents
Bank overdrafts (Note 16)

Cash and cash equivalents as at the consolidated statement of cash

flows

2023 2022

KD KD
2,989,022 3,292,276
226,327 218,079
3.215,349 3,510,355
(3,071,058) (5,084.,861)
144,291 (1,574,506)

The average effective yield rate on short term deposits is 3.875 % annually as at 31 December 2023 (2022:

3.5 %).

12.  Share capital

The authorized, issued and fully paid share capital is KD 24,974,799 divided into 249,747,990 shares each
of a nominal value of 100 fils. All shares are cash shares.

13.  Statutory reserve

In accordance with the Companies” Law, and the Parent Company’s articles of association, 10% of the net
profit for the year attributable to Parent Company’s shareholders, is required to be transferred to the
statutory reserve before NLST, contribution to Kuwait Foundation for the Advancement of Sciences, Zakat
and directors’ remuneration until the reserve balance exceeds 50% of the paid-up share capital.
Distribution of the statutory 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 sufficient for the
payment of a dividend of that amount. There is no transfer to reserve due to the existence of accumulated

losses.

14.  Voluntary reserve

In accordance with articles of association of the Parent Company, a percentage of net profit for the year
attributable to the Parent Company’s shareholders, before NLST, contribution to KFAS, Zakat, and
directors’ remuneration is required to be transferred to the voluntary reserve as proposed by the board of
directors and agreed by the general assembly. Such transfers can be discontinued by a resolution of the
general assembly upon recommendation by the board of directors. Transfer to the voluntary reserve was

discontinued in 1998.

15.  Treasury shares

Number of shares
Shareholding percentage (%)
Market value (KD)

Cost (KD)

2023 2022
18,380,658 18,380,658
%7.36 %7.36
716,846 643,323
1,080,077 1,080,077



Notes to the Consolidated Financial Statements

W hAiilld 1ikhglld _Spnll

For the financial year ended 31 December 2023

15.

16.

17.

Treasury shares (Continued)

The Parent Company is committed to keeping reserves and retained profits equal to the purchased treasury
shares which are non-distributable along acquisition period according to the instructions of the concerned

regulatory authorities.

Loans and bank facilities

Term loans
Bank overdrafis (Note 11)

Average interest

rate 2023 2022

KD KD
5.52% to 6.5% 33,392,108 41,960,089
5.52% t0 6.5% 3,071,058 5,084,861
36,463,166 47,044,950

Maturity periods of loans range from one to five years.

Certain loans were secured under assignment of rights to revenue from certain projects and other are loans
secured by mortgage (L.ands and buildings) of carrying value of KD 18,103,531 (2022: KD 21,787,139)

under property, plant, and equipment (Note 5).

Loans carry floating interests according to the Central Bank of Kuwait discount rate based on the purpose

of loans and guarantees thereof.

Loans and bank facilities were presented in the consolidated statement of financial position as follows:

Non-current portion:
Term loans

Current portion:
Term loans

Bank overdrafts

Trade payables and other credit balances

Trade payables

Accrued expenses

Provision for staff leave

Advance payments from customers
Provision for employees travel tickets
Accrued dividends payables

KEAS Payable

Retention payable

Other

2023 2022
KD KD
22,448,734 25,348,534
10,943,374 16,611,555
3,071,058 5,084,861
14,014,432 21,696,416
36,463,166 47,044,950
2023 2022
KD KD
17,090,236 15,543,775
2,632,303 2,903,695
3,667,001 3,453,001
1,143,724 1,620,797
87,525 220,374
153,568 176,801
29,536 29,536
621,594 523,213
1,091,864 376,372
26,517,351 24,847,564




AT &Lkl d_& il

National Cleaning Company - K.P.S.C. and its Subsidiaries
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17.

18.

19.

20.

Trade payables and other credit balances (Continued)

The share of the Kuwait Foundation for the Advancement of Sciences is calculated at 1% of the
company’s profit before calculating the share of the Kuwait Foundation for the Advancement of Sciences,

the share of zakat.

Movement in Accrued KFAS is as follows:

2023 2022

KD KD
Accrued KFAS at the beginning of the year 29,536 29,536
Charged during the year - -
Payments during the year - -
Accrued KFAS at the end of the year 29,536 29,536
General and administrative expenses

2023 2022

KD KD

Staff costs 2,166,711 1,821,442
Depreciation (Note 5) 175,963 186,016
Other 1,059,472 991,756

3,402,146 2,999,214
Other revenues

2023 2022

KD KD

Profits of disposal of property, plant and equipment 1,447,700 247,740
Other provisions no longer required - 299,395
Other 101,856 110,385

1,549,556 657,520

Basic and diluted profit / (loss) per share attributable to shareholders of the Parent Company / (fils)

Basic profit / (loss) per share is calculated by dividing the net profit / (loss) for the year attributable to
shareholders of the parent company by the weighted average number of common shares outstanding
during the year (excluding treasury shares) as follows:

2023 2022

Profit / (Loss) for the year attributable to the shareholders of the

Parent Company (KD) 454,607 (3.363,453)
Weighted average number of issued and outstanding shares (shares) 249,747,990 249,747,990
Less: weighted average number of treasury shares (shares) (18,380,658) (18,380,658)
Weighted average number of outstanding shares (shares) 231,367,332 231,367,332
Basic and diluted profit / (loss) per share attributable to the

shareholders of the Parent Company / (fils) 1.96 (14.54)
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21.

Segment information

The disclosure of the profits of operating segments is based on the information structure of internal
financial reports of the management which are reviewed regularly by the chief operating decision maker:

1) Cleaning Sector: This sector includes external cleaning contracts, environment cleaning contracts and
supply and sale of cleaning materials and the materials necessary to remedy environmental pollution.

2) Agriculture and animal production sector: This sector includes contracts for the constructing,
landscaping, beautifying and cleaning of parks and related agricultural works and trading in
agricultural equipment and animal production.

3) Financial investment sector: Includes investing in money market instruments and investment in the

management of quoted and unquoted equity in the organized financial market.

2023
Agriculture and Financial
Cleaning animal investment
sector production sector sector Total
KD KD KD KD

Revenues 35,644,539 446,642 45,190 36,136,371
Net profit / (loss) 678,189 (350,437) 45,190 372,942
Assets

Segment assets 93,823,656 2,400,591 758,667 96,982,914
Liabilities

Segment liabilities 69,805,650 679,347 20,409 70,505,406

2022
Agriculture and Financial
Cleaning animal investment
sector production sector sector Total
KD KD KD KD

Revenues 34,217,431 1,335,282 99,540 35,652,253
Net (loss) / profit (3,404,116) (186,836) 99,540 (3,491,412)
Assets

Segment assets 100,018,799 4,867,956 559.862 105,446,617
Liabilities

Segment liabilities 78,563,380 725,679 - 79,289,059
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22, Capital and financial risk management

Capital management

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

level of risk.

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

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

For financial resources risk management, the total of those financial resources consists of the following:

2023 2022

KD KD
Loans and bank facilities 36,463,166 47,044,950
Cash and cash equivalents (3,215,349) (3,510,355)
Net debt 33,247,817 43,534,595
Equity attributable to Shareholders of the Parent Company 28,204,252 27,796,145
Capital invested 61,452,069 71,330,740
Debt to capital invested ratio %54.10 %61.03

Financial risk

The Group’s activities expose it to variety of financial risks: market risk (including foreign currency risk,
interest rate risk and equity price risk), credit risk and liquidity risk. Group’s comprehensive risk
management program focuses on the fluctuation of financial markets and seeks to minimize the potential
adverse impact on Group’s financial performance. Generally, the Group does not use derivative financial
instruments to manage its exposure to these risks.

Categories of financial instruments

2023 2022
KD KD
Financial assets

Financial assets at fair value through other comprehensive income 474,005 499,917
Trade receivables and other debit balances (excluding prepayments) 28,331,106 28,784,247
Due from related parties 2,916,336 3,168,148
Financial assets at fair value through profit or loss 24,771 30,213
Term deposits 240,000 190,000
Cash and cash equivalents 3,215,349 3,510,355
35,201,567 36,182,880
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22.

Capital and financial risk management (Continued)

Financial risk (Continued)

Categories of financial instruments (continued)

2023 2022
KD KD
Financial liabilities
Loans and bank facilities 36,463,166 47,044,950
Lease liabilities 20,409 27,032
Trade payables and other credit balances (excluding prepayments) 26,517,351 24,847,564
63,000,926 71,919,546

Market risk

Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in
foreign exchange rates. Management believes that there is minimal risk of significant losses due to
exchange rate fluctuations, since it did not have any significant exposures in foreign currencies, and
consequently the Group does not hedge foreign currency exposure.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The effective interest rates and periods during which the
financial liabilities are re-priced or become due are listed in the notes thereto.

The following table demonstrates effect of sensitivity of the reasonable potential change in interest rates,
with all other variables held constant, on the Group’s profit through the effect of changing the borrowing
interest rate:

2023
Impact on the
Increase / (decrease) consolidated statement of
in the interest rate Balance profit or loss
KD KD
Term deposits %0.5 + 240,000 1,200 +
Short term deposits %0.5 + 226,327 141325
Loans and bank facilities 90.5 + 36,463,166 182,316 +
Lease liabilities 90.5 + 20,409 102 +
2022
Impact on the
Increase / (decrease) consolidated statement of
in the interest rate Balance profit or loss
KD KD
Term deposits %0.5 + 190,000 950 +
Short term deposits %0.5 + 218.079 1,090 +
Loans and bank facilities %0.5 + 47,044,950 235225+
Lease liabilities 9%0.5 + 27,032 135+

G
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22.  Capital and financial risk management (Continued)
Financial risk (continued)
Market risk (Continued)
Equity price risk
Equity price risk is the risk that the fair value of equities will fluctuate as a result of changes in the level of
equity indices or the value of individual share price. Equity price risk arises from the changes in fair values
of equity investments.
The following table demonstrates the sensitivity to a reasonably possible change in equity indices as a

result of change in the fair value of these equity instruments, to which the Group had significant exposure
as at the date of the consolidated financial statements:

2023 2022
Effect on the Effect on the
consolidated consolidated
Effect on statement of statement of
Change consolidated  profit or loss Change Effect on profit or loss
in statement of and other in consolidated and other
equity profit or comprehensive equity  statement of comprehensive
price loss income price  profit or loss income
% KD KD % KD KD
Financial assets at fair value
through other comprehensive
income +5 - 23,700 + +5 - 24,996 +
Financial assets at fair value
through profit or loss 5 1,238 + = +5 1,511 + =
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’s credit policy and exposure to credit risk are
monitored on an ongoing basis. The Group seeks to avoid undue concentration of risks with individuals or
groups of customers in specific locations or business through diversification of lending activities and
obtaining the suitable guarantees when appropriate.

Risks of impairment of financial assets
Financial assets exposed to risks of impairment include trade receivable and other debit balances
(excluding prepayments), “due from related parties”, “bank balances” and “term deposits™.

Trade receivables and other debit balances
The Group adopts the simplified approach in accordance with IFRS 9 to measure ECLs through using
provision for ECLs based on the period of ECLs for all receivables.
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22,

Capital and financial risk management (Continued)

Financial risk (Continued)

Credit risk (continued)

Risk of impairment of financial assets (continued)

Trade receivables are consolidated based on characterizations of the mutual credit risk and its maturity to
measure ECLs. Accordingly, the Group’s management believes that ECLs rates of trade receivable

represent a reasonable approximation of actual results of customer default in the subsequent periods.

On this basis, the provision for ECLs as at 31 December has been determined as follows:

31 December 2023

Trade receivables

Percentage of

Provision for

and retention the expected expected
Ageing balances default credit losses
KD KD
Less than 90 days 10,558.879 %12.46 1,316,137
90 — 180 days 1,746,128 %7.02 122,663
181 to 365 days 1,312,084 %14.54 190,769
More than 365 days 13,787,114 %48.30 6,658,535
27,404,205 8,288,104

31 December 2022

Trade receivables

Percentage of

Provision for

and retention the expected expected
Ageing balances default credit losses
KD KD
Less than 90 days 12,069,647 %8.47 1,022,520
90 — 180 days 2,320,431 %11.91 276,263
181 to 365 days 1,148,781 %17.05 195,840
More than 365 days 12,540,329 %52.56 6,590,976
28,079,188 8,085,599

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators include
lack of a reasonable expectation of recovery, among other matters, e.g. the failure of the customer to
subscribe to a payment plan with the Group and lack to make contractual payments for more than 365
days.

Bank balances

Bank balances are also subject to the requirements of ECLs in IFRS 9, Cash is placed with high credit
rating financial institutions. Therefore, the Group's management believes that the expected credit losses of
bank balances are insignificant.

G
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22. Capital and financial risk management (Continued)
Financial risk (Continued)
Credit risk (continued)
Credit risk exposure

The carrying amount of financial assets represents the maximum credit exposure. The maximum net
exposure to credit risk for assets categories at the consolidated financial statements date was:

2023 2022

KD KD
Trade receivables and other debit balances 28,331,106 28,784,247
Due from related parties 2,916,336 3,168,148
Term deposits 240,000 190,000
Cash and cash equivalents 3,215,349 3,510,355
34,702,791 35,652,750

Concentration of credit risk

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

Analysis of Group’s financial assets that are exposed to credit risk by geographic segment and business
sector is as follows:

2023 2022
KD KD
Geographical segment:
State of Kuwait 33,618,446 34,574,197
Qatar 237,956 693,375
Turkey 62,888 60,894
India 1,386,566 854,414
35,305,856 36,182,880
2023 2022
KD KD
Business sector
Services 31,850,507 32,482,525
Banks 3,455,349 3,700,355

35,305,856 36,182,880
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22,

23,

Capital and financial risk management (Continued)

Financial risk (Continued)

Liquidity risk

Liquidity risk is the risk that the Group will encounter to meet commitments associated with financial
liabilities that result from (remote likelihood) that requires the Group to pay its commitments before they

fall due.

Liquidity risk management includes maintaining sufficient cash, the availability of funding from an
adequate amount of committed credit facilities and the ability to close out market positions. Due to the
dynamic nature of the underlying businesses, the Group aims to maintain flexibility in funding by keeping
committed credit lines available as well as the support from the shareholders.

Maturity table for financial liabilities:

Within one Over one
year year Total
As at 31 December 2023 KD KD KD
Loans and bank facilities 14,014,432 22,448,734 36,463,166
Lease liabilities 9,899 10,510 20,409
Trade payables and other credit balances 26,517,351 - 26,517,351
40,541,682 22,459,244 63,000,926
Within one
year Over one year Total
As at 31 December 2022 KD KD KD
Loans and bank facilities 21,696,416 25,348,534 47,044,950
Lease liabilities 6,623 20,409 27,032
Trade payables and other credit balances
(excluding prepayments) 24,847,564 - 24,847,564
46,550,603 25,368,943 71,919,546

Fair value measurement

The Group measures the financial assets, such as financial assets at fair value through other comprehensive
income, and financial assets at fair value through profit or loss at fair value at the financial year end date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an arm’s
length transaction between market participants as 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:

G
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23.

24,

25.

Fair value measurement (Continued)

e [n the principal market for the asset or liability.
e In the absence of a principal market, in the most advantageous market for the asset or liability.

All assets and liabilities, measured or disclosed at fair value, are classified in the consolidated financial
statements through a fair value hierarchy based on the lowest significant inputs level in proportion to the
fair value measurement as a whole, as following:

e Level I: Quoted (unadjusted) market prices in active markets for identical assets and liabilities.

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

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

The following table shows an analysis of captions recorded at fair value by level of the fair value
hierarchy:

2023
Level 1 Level 3 Total
KD KD KD
Financial assets at fair value through other
comprehensive income 176,645 297,360 474,005
Financial assets at fair value through profit or loss - 24,771 24,771
176,645 322,131 498,776
2022
Level 1 Level 3 Total
KD KD KD
Financial assets at fair value through other
comprehensive income 196,037 303,880 499,917
Financial assets at fair value through profit or loss - 30,213 30,213
196,037 334,093 530,130

During the year, there were no transfers between level 1, level 2 and level 3.
Contingent liabilities

The Group had contingent liabilities representing letters of guarantee of KD 33,952,917 (2022: KD
37,876,682) and capital commitments to purchase properties of KD Nill (2022: KD 2,602,024).

Legal claims

The parent company has judicial claims represented in cases filed by the parent company against others
and by third parties against the parent company, and it is not possible to estimate the results that will result
from them until they are decided by the judiciary. In the opinion of the parent company’s legal advisor,
these claims will not have a material negative impact on the group’s consolidated financial statements, and
accordingly, the parent company has not recorded any additional provisions for these cases as of the date
of the attached consolidated financial statements.
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26. General Assembly of the Parent Company’s Shareholders

The ordinary general assembly meeting of the Parent Company has been held on 11 May 2023 and

approved the following:
- Approval of the consolidated financial statements for the financial year ended 31 December 2022.

- Approval of the recommendation by the board of directors not to distribute board of directors
remuneration for the financial year ended 31 December 2022.
- Approval of the board of directors recommendation not to distribute dividends to the shareholders for

the financial year ended 31 December 2022.

The extraordinary general assembly of shareholders of the “Parent Company™ was held on May 18, 2023

and approved the following:
- Approval of amending Article No. (5) of the Memorandum of Association and Article No. (4) of the

Parent Company’s bylaws.

27. Comparative figures

Certain comparative figures have been reclassified to conform to the current presentation of the
consolidated financial statements, and this has not resulted in any impact on the loss for the year or the
equity of the Group.
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