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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT LUBE OIL COMPANY K.S.C. (CLOSED),
STATE OF KUWAIT

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Kuwait Lube Oil Company K.S.C. (Closed) (the “Company”}), which comprise
the statement of financial position as at 31 December 2024, and the statement of profit or loss and other comprehensive
income, the statement of changes in equity and the statement of cash flows for the year then ended, and notes to the
financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the
Company as at 31 December 2024, and its financial performance and its cash flows for the year then ended in accordance
with IFRS Accounting Standards as issued by the International Accounting Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ International Code of Ethics for Professional Accountants (including International Independence Standards)
(IESBA Code), and we have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to note 2 (d) of the financial statements, which describes that the financial statements have been
prepared on a going concern basis as the Parent Company has committed to providing financial support to the Company
to enable it to meet its obligations as they fall due. Our opinion is not modified in respect of this matter.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS
Accounting Standards as issued by the 1ASB, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’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 Company or to cease operations, or has no realistic alternative but to
do so.

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

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF KUWAIT LUBE OIL COMPANY K.S.C. (CLOSED),
STATE OF KUWAIT (Continued)

Report on the Audit of the Financial Statements (Continued)
Auditor’s Responsibilities for the Audit of the Financial Statements (Continued)

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

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

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

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

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

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

We communicate to 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.

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of account have been kept by the Company and the financial statements,
together with the contents of the report of the Company’s Board of Directors relating to these 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 financial statements incorporate all information that is required by the Companies
Law No. 1 of 2016, and its executive regulations, as amended; and by the Company’s Memorandum of Incorporation and
Articles of Association, as amended; that an inventory was duly carried out; and that, to the best of our knowledge and
belief, no violations of the Companies Law No. 1 of 2016, and its executive regulations, as amended; or of the Company’s
Memorandum of Incorporation and Articles of Association, as amended, have occurred during the year ended 31
December 2024 that might have had a material effect on the business of the Company or on its financial position.

Lyt

e

Talal Y. Al-Muzaini
Licence No. 209A
Deloitte & Touche — Al-Wazzan & Co.

Kuwait
18 December 2025



Kuwait Lube Oil Company K.S.C. (Closed)

State of Kuwait

Statement of financial position - as at 31 December 2024

Assets

Property, plant and equipment
Right of use assets
Non-current assets

Inventories

Trade and other receivables
Cash and bank balances
Current assets

Total assets

Equity

Share capital
Statutory reserve
Other reserve
Accumulated losses
Total equity

Liabilities

Employees’ end of service indemnity

Lease liabilities
Non-current liabilities

Bank overdraft

Loan from the Parent Company
Trade and other payables
Lease liabilities

Current liabilities

Total liabilities

Total equity and liabilities

The accompanying notes form an integral part of these financial statements.

hJ

\

Manaf Abdulrahman Jassim Alwazzan

Chairman

Notes

10
11
12

13

14

2024 2023

KD KD
2,588,340 2,769,169
25,135 29,218
2,613,475 2,798,387
562,441 664,117
318,329 463,259
11,186 11,473
891,956 1,138,849
3,505,431 3,937,236
2,250,000 2,250,000
396,016 396,016
(29,398) (18,704)
(1,462,897) (1,122,704)
1,153,721 1,504,608
167,004 169,835
11,314 16,878
178,318 186,713
478,480 504,933
1,451,487 1,260,344
228,028 480,638
15,397 .
2,173,392 2,245,915
2,351,710 2,432,628
3,505,431 3,937,236




Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Statement of profit or loss and other comprehensive income - for the year ended 31 December 2024

Notes

Revenues
Cost of revenue
Gross profit

Selling and distribution expenses

General and administrative expenses 15
Other income

Results from operating activities

Finance cost

(Loss)/profit for the year before contribution to Kuwait Foundation for
Advancement of Sciences (“KFAS”) and Zakat

Contribution to KFAS

Zakat

(Loss)/profit for the year

Other comprehensive loss

Items that will not be reclassified to profit or loss

Remeasurement of defined benefit obligations 13
Total other comprehensive loss for the year

Total comprehensive (loss)/income for the year

The accompanying notes form an integral part of these financial statements.

2024 2023
KD KD
2,284,730 2,632,043
(2,212,095) (2,231,703)
72,635 400,340
(109,841) (93,856)
(345,197) (271,589)
124,499 137,510
(257,904) 172,405
(82,289) (80,882)
(340,193) 91,523
. (915)
i (469)
(340,193) 90,139
(10,694) (1,540)
(10,694) (1,540)
(350,887) 88,599




Kuwait Lube Oil Company K.S.C. (Closed)

State of Kuwait

Statement of changes in equity - for the year ended 31 December 2024

Balance at 1 January 2024

Total comprehensive (loss)/income for
the year

Loss for the year

Other comprehensive loss
Remeasurements of defined benefit
obligations (Note 13)

Total comprehensive loss for the year

Balance at 31 December 2024

Balance at 1 January 2023

Total comprehensive income/(loss) for
the year

Profit for the year

Other comprehensive loss
Remeasurements of defined benefit
obligations (Note 13)

Total comprehensive {loss)/income for
the year

Balance at 31 December 2023

The accompanying notes form an integral part of these financial statements.

Share Statutory Other Accumulated Total
capital reserve reserve losses
KD KD KD KD KD
2,250,000 396,016 (18,704) (1,122,704) 1,504,608
- - - (340,193) (340,193)
: - (10,694) - (10,694)
- - (10,694) (340,193) (350,887)
2,250,000 396,016 (29,398) (1,462,897) 1,153,721
Share Statutory Other Accumulated Total
capital reserve reserve losses
KD KD KD KD KD
2,250,000 396,016 (17,164) (1,212,843) 1,416,009
- - - 90,139 90,139
- - (1,540) - (1,540)
- - (1,540) 90,139 88,599
2,250,000 396,016 (18,704) (1,122,704) 1,504,608




Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Statement of cash flows - for the year ended 31 December 2024

Cash flows from operating activities

(Loss)/profit for the year before contribution to Kuwait Foundation for
Advancement of Sciences (“KFAS”) and Zakat

Adjustment for:

Depreciation

Finance costs

Provision for expected credit losses

Provision for obsolete and slow-moving inventories

Gain on dereognition of lease liability

Provision for employees’ end of service indemnity

Changes in:

- Inventories

- trade and other receivables

- related parties

- trade and other payables

Employees’ end of service indemnity paid

Net cash (used in)/ generated from operating activities

Cash flows from investing activity
Purchase of property, plant and equipment
Net cash used in investing activity

Cash flows from financing activities

Finance costs paid

Proceeds of loan from the Parent Company

Repayment of loan to the Parent Company

Principal element of lease liabilities paid

Net cash from financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

The accompanying notes form an integral part of these financial statements.

Notes

4&5

13

13

2024 2023
KD KD
(340,193) 91,523
252,247 255,428
82,289 80,882
66,320 4,179
15,341 1,965
(49) -
21,554 17,679
97,509 451,656
86,335 (226,710)
78,610 (255,982)
(30,493) (5,108)
(252,610) 133,788
(4,586) (4,917)
(25,235) 92,727
(55,482) (70,089)
(55,482) (70,089)
(82,289) (80,882)
824,550 928,553
(633,407) (651,428)
(1,971) (24,108)
106,883 172,135
26,166 194,773
(493,460) (688,233)
(467,294) (493,460)




Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

1. Reporting entity

Kuwait Lube Oil Company K.S.C. (Closed) (the “Company”) is a closed Kuwaiti shareholding company registered and
incorporated on 10 February 1981 in Kuwait under commercial registration number 30853 dated 18 March 1981. The
Company is a subsidiary of Mezzan Holding Company K.S.C.P. (the “Parent Company”), which is listed on Boursa
Kuwait. The Company’s registered address is floor M1, Unit no 28, Abdul Rahman Al Wazzan and Sons’ Real Estate Co
Building, Abdullah Abdullatif Al Othman St., block 9, plot 6818, Hawalli governorate, State of Kuwait

The principal activities of the Company comprise the following:

a)
b)
9
d)
e)

f)

Repairing and remanufacturing all kinds, forms and possible uses of oil and lubricants.
Importing plants, equipment, raw materials and packaging materials required for this industry.
Trading in all kinds and forms of oil and lubricants inside and outside the country.

Importing chemical substances, provided having Environment Public Authority’s approval.
Extracting and collecting used oil.

Processing and refining used oil.

The financial statements of the Company for the year ended 31 December 2024 were authorised for issue in
accordance with a resolution of the Board of Directors on 12 June 2025 are subject to approval of the shareholders at
the Annual General Meeting.

2. Basis of preparation

a)

b)

d)

e)

Statement of compliance

The financial statements have been prepared in accordance with the IFRS Accounting Standards issued by the
International Accounting Standards Board (IASB) and interpretations issued by the International Financial
Reporting Interpretations Committee (IFRIC), the requirements of the Companies Law No. 1 of 2016, as amended,
and its Executive Regulations, and the Company’s Articles and Memorandum of Association and the Ministerial
Order No. 18 of 1990.

Basis of measurement

The financial statements have been prepared on historical cost or amortised cost basis.

Functional and presentation currency

The financial statements are presented in Kuwaiti Dinars (“KD”), which is the Company’s functional currency.

Going concern

The Company incurred a loss of KD 340,193 (31 December 2023: profit of KD 90,139) during the year ended 31
December 2024 and, as of that date, the Company’s current liabilities exceeded its current assets by KD 1,281,436
(2023: KD 1,107,066} and has accumulated losses of KD 1,462,897 (2023: KD 1,122,704). The Company will be
able to continue as a going concern with the continuing financial support of its Parent Company and profitable
operations. The Parent Company has confirmed to the management of the Company that they will provide
adequate financial support to the Company to meet its obligations as they fall due. The Company has assessed
that it will be able to manage the resultant liquidity risks and meet its maturing current liabilities as and when
they fall due, based on its operating cash flows and the financial support of the Parent Company. Accordingly,
these financial statements have been prepared on a going concern basis.

Use of estimates and judgements

The preparation of financial statements in conformity with IFRS Accounting Standards requires management to
make judgments, estimates and assumptions that affect the application of accounting policies and reported
amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

f)

Estimates and underlying assumptions are based on historical experience and various other factors that are
believed to be reasonable in the circumstances, the results of which form the basis of making the judgments
about the carrying value of assets and liabilities that are not readily apparent from other sources.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised if the revision affects only that period or in the period
of the revision and future periods if the revision affects both current and future periods.

Information about significant areas of estimation uncertainty and critical judgments in applying accounting
policies that have the most significant effect on the amounts recognized in the financial statements are described

below in Note 3(m).

New standards and amendments effective from 1 January 2024

The following amendments are effective from the current year and are adopted by the Company, however, these
does not have any impact on the financial statements of the year unless otherwise stated below:

o Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures titled Supplier
Finance Arrangements

The amendments add a disclosure objective to IAS 7 stating that an entity is required to disclose information
about its supplier finance arrangements that enables users of financial statements to assess the effects of
those arrangements on the entity’s liabilities and cash flows.

a Amendments to IAS 1 Classification of Liabilities as Current or Non-current

The amendments affect only the presentation of liabilities as current or non-current in the statement of
financial position and not the amount or timing of recognition of any asset, liability, income or expenses,
or the information disclosed about those items.

The amendments clarify that the classification of liabilities as current or non-current is based on rights that
are in existence at the end of the reporting period, specify that classification is unaffected by expectations
about whether an entity will exercise its right to defer settlement of a liability, explain that rights are in
existence if covenants are complied with at the end of the reporting period, and introduce a definition of
'settlement’ to make clear that settlement refers to the transfer to the counterparty of cash, equity
instruments, other assets or services.

° Amendments to IAS 1 Non-current Liabilities with Covenants

The amendments specify that only covenants that an entity is required to comply with on or before the end
of the reporting period affect the entity’s right to defer settlement of a liability for at least twelve months
after the reporting date (and therefore must be considered in assessing the classification of the liability as
current or non-current). Such covenants affect whether the right exists at the end of the reporting period,
even if compliance with the covenant is assessed only after the reporting date (e.g. a covenant based on
the entity’s financial position at the reporting date that is assessed for compliance only after the reporting
date).

° Amendments to IFRS 16 Leases—Lease Liability in a Sale and Leaseback

The amendments to IFRS 16 add subsequent measurement requirements for sale and leaseback
transactions that satisfy the requirements in IFRS 15 Revenue from Contracts with Customers to be
accounted for as a sale. The amendments require the seller-lessee to determine 'lease payments’ or 'revised
lease payments' such that the seller-lessee does not recognise a gain or loss that relates to the right of use
retained by the seller-lessee, after the commencement date.



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

A seller-lessee applies the amendments retrospectively in accordance with 1AS 8 to sale and leaseback
transactions entered into after the date of initial application, which is defined as the beginning of the
annual reporting period in which the entity first applied IFRS 16.

g) Standards and revisions issued but not yet effective

At the date of authorization of these financial statements, the Company has not applied the following new and
revised IFRS Accounting Standards that have been issued but are not yet effective:

Standards and
amendments

Amendments to
IAS 21 The Effects
of Changes in
Foreign Exchange
Rates titled Lack of
Exchangeability

Amendment to
IFRS 9 and IFRS 7 -
Classification and
Measurement of
Financial
Instruments

IFRS 18
Presentation and
Disclosures in
Financial
Statements

Description

The amendments specify how to assess whether a currency is
exchangeable, and how to determine the exchange rate when it is
not.

The amendments state that a currency is exchangeable into another
currency when an entity is able to obtain the other currency within a
time frame that allows for a normal administrative delay and through
a market or exchange mechanism in which an exchange transaction
would create enforceable rights and obligations.

When a currency is not exchangeable into another currency at a
measurement date, an entity is required to estimate the spot
exchange rate at that date. An entity’s objective in estimating the
spot exchange rate is to reflect the rate at which an orderly exchange
transaction would take place at the measurement date between
market participants under prevailing economic conditions.

The amendments do not specify how an entity estimates the spot
exchange rate to meet that objective. An entity can use an
observable exchange rate without adjustment or another estimation
technique.

These amendments:

e clarify the requirements for the timing of recognition and
derecognition of some financial assets and liabilities, with a new
exception for some financial liabilities settled through an
electronic cash transfer system;

e clarify and add further guidance for assessing whether a financial
asset meets the solely payments of principal and interest (SPPI)
criterion;

e add new disclosures for certain instruments with contractual terms
that can change cash flows (such as some instruments with
features linked to the achievement of environment, social and
governance (ESG) targets); and

e make updates to the disclosures for equity instruments designated
at Fair Value through Other Comprehensive Income (FVOCI).

IFRS 18 replaces IAS 1, carrying forward many of the requirements in
IAS 1 unchanged and complementing them with new requirements.
In addition, some IAS 1 paragraphs have been moved to 1AS 8 and
IFRS 7. Furthermore, the IASB has made minor amendments to IAS 7
and IAS 33 Earnings per Share.

Effective date

1 January 2025

1January 2026

1 January 2027



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

Standards and Description Effective date
amendments

IFRS 18 introduces new requirements to:

e present specified categories and defined subtotals in the
statement of profit or loss

e provide disclosures on management-defined performance
measures (MPMs) in the notes to the financial statements

e improve aggregation and disaggregation.

IFRS 19 IFRS 19 permits an eligible subsidiary to provide reduced disclosures 1 January 2027
Subsidiaries when applying IFRS Accounting Standards in its financial statements.
without Public A subsidiary is eligible for the reduced disclosures if it does not have
Accountability: public accountability and its ultimate or any intermediate parent
Disclosures produces consolidated financial statements available for public use

that comply with IFRS Accounting Standards. IFRS 19 is optional for
subsidiaries that are eligible and sets out the disclosure requirements
for subsidiaries that elect to apply it.

An entity is only permitted to apply IFRS 19 if, at the end of the
reporting period:

e it is a subsidiary (this includes an intermediate parent)

¢ it does not have public accountability, and

e its ultimate or any intermediate parent produces consolidated
financial statements available for public use that comply with IFRS
Accounting Standards.

Management anticipates that these new standards and amendments will be adopted in the Company’s financial
statements as and when they are applicable and adoption of these new standards and amendments may have
no material impact on the financial statements of the Company in the period of initial application.

3. Material accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements except as disclosed in Note 2(f).

a) Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

i.  Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, FVOCI or
FVTPL.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Company’s business model for managing them. With the exception of deposits
and due from a related party that do not contain a significant financing component or for which the Company
has applied the practical expedient, the Company initially measures a financial asset at its fair value plus, in
the case of a financial asset not at FVTPL, transaction costs.

10



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

in order for a financial asset to be classified and measured at amortised cost or FVOC|, it needs to give rise to
cash flows that are ‘solely payments of principal and interest (SPP1)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level.

Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e., the
date that the Company commits to purchase or sell the asset.

Subsequent measurement

Subsequent to initial recognition, financial assets at amortized cost. The Company measures financial assets
at amortized cost if both of the following conditions are met:

e The financial asset is held within a business model with the objective to hold financial assets in order to
collect contractual cash flows, and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

Financial assets at amortised cost are subsequently measured using the effective interest rate (EIR) method
and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired. The Company’s financial assets at amortised cost includes due from
related parties, trade and other receivables and bank balances.

Business model assessment

The Company determines its business model at the level that best reflects how it manages Company’s of
financial assets to achieve its business objective. The Company’s business model is not assessed on an
instrument-by-instrument basis, but at a higher level of aggregated portfolios and is based on observable
factors such as:

e How the performance of the business model and the financial assets held within that business model are
evaluated and reported to the entity’s key management personnel; and

e The risks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed;

The business model assessment is based on reasonably expected scenarios without taking ‘worst case’ or
‘stress case’ scenarios into account. If cash flows after initial recognition are realised in a way that is different
from the Company’s original expectations, the Company does not change the classification of the remaining
financial assets held in that business model, but incorporates such information when assessing newly
originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process, the Company assesses the contractual terms of financial asset
to identify whether they meet the SPPI test.

Principal for the purpose of this test is defined as the fair value of the financial asset at initial recognition and
may change over the life of the financial asset {for example, if there are repayments of principal or
amortisation of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the consideration for the
time value of money and credit risk. To make the SPPI assessment, the Company applies judgement and
considers relevant factors such as the currency in which the financial asset is denominated, and the period
for which the interest rate is set.

11



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

In contrast, contractual terms that introduce a more than de minimum exposure to risks or volatility in the
contractual cash flows that are unrelated to a basic lending arrangement do not give rise to contractual cash
flows that are solely payments of principal and profit on the amount outstanding. In such cases, the financial
asset is required to be measured at FVTPL.

Further, financial assets carried at amortised cost are subsequently measured at amortised cost using the
effective interest method. The amortised cost is reduced by impairment losses. Income from loans and
advances, foreign exchange gains and losses and impairment are recognised in the statement of income. Any
gain or loss on derecognition is recognised in the statement of profit or loss and other comprehensive income.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a Company of similar financial
assets) is primarily derecognised (i.e., removed from the Company’s statement of financial position) when:

e The rights to receive cash flows from the asset have expired, or

e The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through’
arrangement; and either (a) the Company has transferred substantially all the risks and rewards of the
asset, or {b) the Company has neither transferred nor retained substantially all the risks and rewards of
the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership.
When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor
transferred control of the asset, the Company continues to recognise the transferred asset to the extent of
its continuing involvement. In that case, the Company also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and obligations that the
Company has retained. Continuing involvement that takes the form of a guarantee over the transferred asset
is measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Company could be required to repay.

Impairment of financial assets

The Company recognises an allowance 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 Company expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows from the
sale of collateral held or other credit enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in
credit risk since initial recognition, ECLs are provided for credit losses that result from default events that are
possible within the next 12-months {a 12-month ECL). For those credit exposures for which there has been a
significant increase in credit risk since initial recognition, a loss allowance is required for credit losses expected
over the remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

The Company has established a policy to perform an assessment at the end of each reporting period of
whether credit risk has increased significantly since initial recognition by considering the change in the risk

of default occurring over the remaining life of the financial instrument.

Under the lifetime ECL, the Company determines whether the financial asset is in one of the three stages in
order to determine the amount of ECL to recognize:
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Notes to the financial statements - for the year ended 31 December 2024

Stage 1: 12 months ECL

For exposures where there has not been a significant increase in credit risk since initial recognition, the portion
of the lifetime ECL associated with the probability of default events occurring within next 12 months is
recognised.

Stage 2: Lifetime ECL — not credit impaired

For credit exposures where there has been a significant increase in credit risk since initial recognition but that
are not credit impaired, a lifetime ECL is recognised.

Stage 3: Lifetime ECL — credit impaired

Financial assets are assessed as credit impaired when one or more events that have a detrimental impact on
the estimated future cash flows of that asset have occurred. As this uses the same criteria as under IAS 39, the
Company methodology for specific provisions remains largely unchanged.

Lifetime ECL are recorded on financial assets that is credit-impaired. A financial asset is ‘credit-impaired’ when
one or more events that have a detrimental impact on the estimated future cash flows of the financial asset
have occurred.

For trade and other receivables, the Company applies a simplified approach in calculating ECLs. Therefore,
the Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime
ECLs at each reporting date.

The Company allocates each exposure to a credit risk grade based on the data that is determined to be
predictive of the risk of loss (including but not limited to external ratings, audited financial statements,
management accounts and cash flow projections and available press information about customers) and
applying experienced credit judgement. Credit risk grades are defined using qualitative and quantitative
factors that are indicative of the risk of default.

Exposures within each credit risk grade are segmented by geographic region and industry classification and
an ECL rate is calculated for each segment based on delinquency status and actual credit loss experience over
the past three years. These rates are multiplied by scalar factors to reflect differences between economic
conditions during the period over which the historical data has been collected, current conditions and the
Company’s view of economic conditions over the expected lives of the receivables.

The Company evaluates the probability of default considering the period of past due receivables. However,
in certain cases, the Company may also consider a financial asset to be in default when internal or external
information indicates that the Company is unlikely to receive the outstanding contractual amounts in full
before taking into account any credit enhancements held by the Company. Except for governmental
institutions, the Company considers a financial asset in default when contractual payments are past due for
more than 210 (‘default days’) based on the analysis of historical defaults. A financial asset is written off when
there is no reasonable expectation of recovering the contractual cash flows.

The Company has elected to measure loss allowances at an amount equal to 12 month ECLs for the bank
balances and due from related parties, for which credit risk (i.e. the risk of default occurring over the expected
life of the financial instrument) has not increased significantly since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable information that
is relevant and available without undue cost or effort.

Credit impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortized cost are credit-
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on
the estimated future cash flows of the financial asset have occurred.
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Notes to the financial statements - for the year ended 31 December 2024

b)

i.

iil.

Evidence that a financial asset is credit-impaired includes the following observable data:
e significant financial difficulty of the borrower or issuer;

e the restructuring of a loan or advance by the Company on terms that the Company would not consider
otherwise;

e jtis probable that the borrower will enter bankruptcy or other financial; or

e the disappearance of an active market for a security because of financial difficulties.
Write-off

The gross carrying amount of a financial asset is written off when the Company has no reasonable
expectations of recovering a financial asset in its entirety or a portion thereof. For corporate customers, the
Company individually makes an assessment with respect to the timing and amount of write-off based on
whether there is a reasonable expectation of recovery. The Company expects no significant recovery from
the amount written off. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Company’s procedures for recovery of amounts due.

Financial liabilities
Financial liabilities — Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest
expense, are recognised in profit or loss. Other financial liabilities are subsequently measured at amortised
cost using the effective interest method. Interest expense and foreign exchange gains and losses are
recognised in profit or loss. Any gain or loss on derecognition is also recognised in the statement of profit or
loss.

The Company’s financial liabilities include trade and other payables, bank overdrafts, lease liabilities, loan
from the Parent Company and due to related parties.

Trade and other payables are recognised for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as the de-recognition of the original liability and the recognition of a new liability. The difference in
the respective carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial

position if there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other than
inventories) to determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. For impairment testing, assets are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or CGUs.
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d)

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. Value
in use is based on the estimated future cash flows, discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset or CGU.

In carrying out impairment reviews of products in development and marketed products assets a number of
significant assumptions have to be made. These include the probability of success in obtaining regulatory approvals,
future rate of market growth, discount rates, the market demand for the products acquired, the future profitability
of acquired businesses or products, and levels of reimbursement for pharmaceutical products. If actual results
should differ, or changes in expectations arise, impairment charges may be required which would adversely impact
reported results.

An impairment loss is recognized if the carrying amount of an asset or CGU exceeds its recoverable amount.
Impairment losses are recognized in profit or loss. They are allocated to reduce the carrying amounts of the other
assets in the CGU on a pro rata basis. For assets, an impairment loss is reversed only to the extent that the asset’s
carrying amount does not exceed the carrying amount that would have been determined, net of depreciation, if
no impairment loss had been recognized.

Property, plant and eguipment

Properties in the course of construction for production, supply or administrative purposes are carried at cost, less
any recognized impairment loss. Cost includes professional fees and, for qualifying assets, borrowing costs
recognized in accordance with the Company'’s accounting policy. Such properties are classified to the appropriate
categories of property, plant and equipment when completed and ready for intended use. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready for the intended use.

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for
separately is recognized and the carrying amount of the component that is replaced is written off. Other
subsequent expenditure is recognized only when it increases future economic benefits of the related item of
property, plant and equipment. All other expenditure is recognized in the statement of profit or loss as an expense
when incurred.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset {calculated as the difference between the net disposal proceeds and the carrying amount of the asset)
is included in the statement of comprehensive income when the asset is derecognised.

Depreciation is calculated to write off the cost of items of property, plant and equipment less their estimated
residual values using the straight-line method over their estimated useful lives, and is generally recognised in the

statement of profit or loss. Land and capital work in progress are not depreciated.

The estimated useful lives of property, plant and equipment for current and comparative periods are as follows:

Buildings 5to 30 years
Plant and machinery 2 to 15 years
Motor vehicles 3to 7 years
Furniture, fixtures and equipment 3years

Depreciation method, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.

Cash and cash equivalents

Cash on hand, demand and time deposits with banks whose original maturities do not exceed three months, net of
bank overdrafts are classified as cash and cash equivalents in the statement of cash flows.

15



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statements - for the year ended 31 December 2024

e)

f)

g)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is the weighted average cost and includes
those expenses incurred in bringing each product to its present location and condition, as follows:

Raw materials, spares and consumables purchase cost on a weighted average basis.

Work in progress and finished goods cost of direct materials and labour plus attributable overheads
based on a normal level of activity.

Net realisable value is based on estimated selling price less any further costs expected to be incurred on completion
and disposal.

Current versus non-current

The Company presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset is current when it is:

e Expected to be realised or intended to be sold or consumed in normal operating cycle;
e Held primarily for the purpose of trading;
e Expected to be realised within 12 months after the reporting period; or

e Cash or cash equivalent, unless restricted from being exchanged or used, to settle a liability for at least 12
months after the reporting period

All other assets are classified as non-current.

A liability is current when either:

e [tis expected to be settled in the normal operating cycle;

e Itis held primarily for the purpose of trading;

e Itis due to be settled within 12 months after the reporting period; or

e Thereis no unconditional right to defer the settlement of the liability for at least 12 months after the reporting
period.

The Company classifies all other liabilities as non-current.

Employees’ end of service indemnity

The Company accounts for retirement benefits under IAS 19 “Employee Benefits”. Benefits are payable to the
Company’s employees on completion of employment in accordance with the Kuwaiti Labour Law.

The cost of providing defined retirement benefit plans are determined using the Projected Unit Credit Method,
with actuarial valuations being carried out at each statement of financial position date. Re-measurement of the
Company’s defined benefit obligation which mainly comprises actuarial gain and losses are recognised
immediately in statement of other comprehensive income. Past service cost is recognised immediately in the
period of plan amendment in the statement of profit or loss. Interest expense is determined on defined benefit
obligation for the period by applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual period, taking into account any changes in the defined benefit obligation during the period
as a result of benefit payments. The liability is not externally funded.

Liabilities for defined contribution plans are expensed as the related service is provided. Further, with respect to
its national employees, the Company also makes contributions to social security scheme calculated as a
percentage of the employees’ salaries. The Company’s obligations are limited to these contributions, which are
expensed when due.
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h)

)]

Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outflow of economic benefit will be required to settle the
obligation. Provisions are determined by discounting the expected future cash flows at a rate that reflects current
market assessments of the time value of money and the risks specific to the liability.

Government grants

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

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

Leases

The Company assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.
Company as a lessee. The Company applies a single recognition and measurement approach for all leases, except
for short-term leases and leases of low-value assets. The Company recognises lease liabilities to make lease
payments and right-of-use assets representing the right to use the underlying assets.

Right-of-use assets

The Company recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the
commencement date less any lease incentives received. Right-of-use assets are depreciated on a straight-line
basis over the shorter of the lease term and the estimated useful lives of the assets. If ownership of the leased
asset transfers to the Company at the end of the lease term or the cost reflects the exercise of a purchase option,
depreciation is calculated using the estimated useful life of the asset. The right-of-use assets are also subject to
impairment.

Lease liabilities

At the commencement date of the lease, the Company recognises lease liabilities measured at the present value
of lease payments to be made over the lease term. The lease payments include fixed payments (including in
substance fixed payments) less any lease incentives receivable, variable lease payments that depend on an index
or a rate, and amounts expected to be paid under residual value guarantees. The lease payments also include the
exercise price of a purchase option reasonably certain to be exercised by the Company and payments of penalties
for terminating the lease, if the lease term reflects the Company exercising the option to terminate. Variable lease
payments that do not depend on an index or a rate are recognised as expenses (unless they are incurred to
produce inventories) in the period in which the event or condition that triggers the payment occurs. In calculating
the present value of lease payments, the Company uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in the lease payments (e.g., changes to future payments
resulting from a change in an index or rate used to determine such lease payments) or a change in the assessment
of an option to purchase the underlying asset. The Company’s lease liabilities are included in Interest-bearing
loans and borrowings.
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k)

Short-term leases and leases of low-value assets

The Company applies the short-term lease recognition exemption to its short-term leases of machinery and
equipment (i.e., those leases that have a lease term of 12 months or less from the commencement date and do not
contain a purchase option). It also applies the lease of low-value assets recognition exemption to leases of office
equipment that are considered to be low value. Lease payments on short-term leases and leases of low value assets
are recognised as expense on a straight-line basis over the lease term.

Company as a lessor

Leases for which the Company is a lessor are classified as finance or operating leases as the case may be.
Whenever the terms of the lease transfer substantially all the risks and rewards of ownership to the lessee, the
contract is classified as a finance lease. All other leases are classified as operating leases.

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of
the leased asset and recognised on a straight-line basis over the lease term. When a contract includes lease and
non-lease components, the Company applies IFRS 15 to allocate consideration under the contract to each
component.

Revenue

Revenue from contracts with customers is recognised when control of the goods or services are transferred to the
customer at an amount that reflects the consideration to which the Company expects to be entitled in exchange
for those goods or services. The Company has concluded that it is the principal in all of its revenue arrangements
since it typically controls the goods or services before transferring them to the customer.

The specific recognition criteria described below must also be met before revenue is recognised.
Sale of goods

Revenue from sale of goods is recognised at the point in time when control of the asset is transferred to the
customer, generally on delivery of the goods.

In determining the transaction price for the sale of goods, the Company considers the effects of variable
consideration, the existence of significant financing components, noncash consideration and consideration payable
to the customer (if any).

Variable consideration

If the consideration in a contract includes a variable amount, the Company estimates the amount of consideration
to which it will be entitled in exchange for transferring the goods to the customer. The variable consideration is
estimated at contract inception and constrained until it is highly probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not occur when the associated uncertainty with the variable
consideration is subsequently resolved. The Company has no contracts with a right of return and volume rebates.

Taxation
Kuwait Foundation for the Advancement of Sciences (KFAS)

The Company calculates the contribution to KFAS at 1% in accordance with the modified calculation based on the
Foundation’s Board of Directors resolution, which states that the income from associates and subsidiaries, Board
of Directors’ remuneration, transfer to statutory reserve should be excluded from profit for the year when
determining the contribution.

Zakat

Contribution to Zakat is calculated at 1% of the profit of the Company in accordance with the Ministry of Finance
resolution No. 58/2007.
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m)

Critical accounting judgements and estimates

The preparation of the Company’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying
disclosures, as well as the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates
could result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected
in future periods. In the process of applying the Company’s accounting policies, management has made judgements
and assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year. Existing circumstances and assumptions about future developments may change due to
circumstances beyond the Company’s control and are reflected in the assumptions if and when they occur. Items
with the most significant effect on the amounts recognised in the financial statements with substantial
management judgement and/or estimates are shown below with respect to the judgements/estimates involved.

Significant judgements

In the process of applying the Company's accounting policies, management has made the following judgements,
which have the most significant effect on the amounts recognised in the financial statements:

Classification of financial assets

The Company determines the classification of financial assets based on the assessment of the business model
within which the assets are held and assessment of whether the contractual terms of the financial asset are solely
payments of principal and interest on the principal amount outstanding.

Useful lives of property, plant and equipment

The Company’s management determines the estimated useful lives of its property, plant and equipment for
calculating depreciation. This estimate is determined after considering the expected usage of the asset or physical
wear and tear. Management reviews the residual value and useful lives annually and future depreciation charge
would be adjusted where management believes the useful lives differs from previous estimates.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are also described in the individual notes of the related financial statement line items below.
The Company based its assumptions and estimates on parameters available when the financial statements were
prepared. Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising that are beyond the control of the Company. Such changes are reflected
in the assumptions when they occur.

Valuation of inventories

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

Retirement Benefit Obligation

The cost of providing retirement benefits is determined using the Projected Unit Credit Method, with actuarial
valuations being carried out at each statement of financial position date. Actuarial valuations are based on a
number of assumptions and require significant judgements made by the management. The management believes
that the assumptions used in determining the retirement benefit obligation using actuarial valuation method are
reasonable.
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Provision for expected credit losses of trade receivables

The Company uses a provision matrix to calculate ECLs for trade receivables. The provision rates are based on
days past due for groupings of various customer segments that have similar loss patterns (i.e., by geography,
product type, customer type and rating, and coverage by letters of credit and other forms of credit insurance).
The provision matrix is initially based on the Company’s historical observed default rates. The Company 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) are expected to deteriorate over the next year which
can lead to an increased number of defaults in the manufacturing 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 ECLs is sensitive to changes in
circumstances and of forecast economic conditions. The Company’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 ECLs on the Company’s trade receivables is disclosed in Note 18.
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Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statement - for the year ended 31 December 2024

The depreciation charge for the year was allocated as follows:

2024 2023

KD KD

Cost of revenue 178,268 181,917
Selling and distribution expenses 4,883 6,060
General and administrative expenses 53,160 48,276
236,311 236,253

5. Leases

The Company has lease contracts for vehicles and land. Set out below, are the carrying amounts of the Company'’s
right-of-use assets and lease liabilities and the movements during the year:

Right-of-use assets 2024 2023
KD KD
Balance at 1 January 29,218 48,393
Additions 15,572 -
Retirement (3,719) -
Depreciation (15,936) (19,175)
Balance at 31 December 25,135 29,218
Lease liabilities 2024 2023
KD KD
Balance at 1 January 16,878 40,986
Additions 15,572 -
Finance costs 1,343 1,647
Retirement (3,768) .
Lease liabilities paid (3,314) (25,755)
Balance at 31 December 26,711 16,878
2024 2023
KD KD
Non-current liabilities 15,397 16,878
Current liabilities 11,314 -
26,711 16,878

The Company allocated the depreciation charge for the current and comparative year to the cost of revenue and
general and administrative expenses.

6. Inventories

2024 2023
KD KD
Raw materials and consumables 453,041 537,279
Finished goods 107,839 147,518
Work in progress 116,624 109,413
677,504 794,210
Provision for obsolete and slow-moving inventories (115,063) (130,093)
562,441 664,117
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Movement of provision for obsolete and slow-moving inventories for the year as follows:

2024 2023
KD KD
Balance at the beginning of year 130,093 128,128
Provision for the year 15,341 1,965
Write off (30,371) -
Balance at the end of year 115,063 130,093
7. Trade and other receivables
2024 2023
KD KD
Trade receivables 476,352 570,611
Provision for expected credit losses (229,858) (233,618)
246,494 336,993
Advances to suppliers 33,621 79,967
Prepaid expenses 33,700 21,432
Other receivables 4,514 24,867
318,329 463,259

The carrying amounts of the Company’s trade and other receivables are denominated in the following currencies:

2024 2023

KD KD

Kuwaiti Dinars 313,324 435,935
UAE Dirham - 93
Saudi Riyals 3,512 303
US Dollars 1,493 26,928
318,329 463,259

The net carrying value of trade receivables is considered a reasonable approximation of fair value. Note 18 includes
disclosures relating to the credit risk exposures and analysis relating to the allowance for expected credit losses on
the Company'’s trade receivables. Other classes within trade and other receivables do not contain impaired assets.

Movement of the Company’s provision for ECL on trade receivables is as follows:

2024 2023

KD KD

Balance at the beginning of year 233,618 298,934
Provision for the year 66,320 4,179

Write offs during the year (70,080) (69,495)
Balance at the end of year 229,858 233,618

24



Kuwait Lube Oil Company K.S.C. (Closed)
State of Kuwait

Notes to the financial statement - for the year ended 31 December 2024

Related party transactions

Related parties represent shareholders who have representation in the Company’s board of directors and their close
relatives, key management personnel of the Company, and entities controlled, jointly controlled or significantly
influenced by such parties.

Terms and conditions of transactions with related parties

All related party transactions are carried out on terms approved by the Company’s management. Outstanding
balances at the year-end are unsecured and interest free, except as disclosed below, and settlement occurs in cash.
This assessment is undertaken each financial year through examining the financial position of the related party and

the market in which the related party operates.

In the prior year, the Parent Company advanced short-term loans of KD 1,451,487 (2023: KD 1,260,344} to the
Company at an interest rate of 4.0% (2023: 4.0%) per annum. This facility is unsecured and repayable on demand.

Key management personnel

Key management personnel comprise of the Board of Directors and key members of management having authority
and responsibility for planning, directing and controlling the activities of the Company.

Details of related parties’ balances and transactions are disclosed below:

2024 2023
KD KD
Balances with related parties
Loan from the Parent Company
Parent Company 1,451,487 1,260,344
Transactions with related parties
Sales
Other related parties 17,664 1,267
Cost of sales
Other related parties 108,552 128,203
Parent Company 38,050 44,700
Other income 120,000 132,623
General and administrative expenses
Parent Company 350 900
Selling and distribution expenses
Other related entities 54,948 -
Finance costs
Parent Company 54,922 43,879
Transfer of employees’ end of service indemnity 30,493 5,946
Compensation of key management personnel
Salaries and other short-term benefits 45,630 40,682
Employees’ end of service benefits 2,016 1,873
47,646 42,555
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9. Cash and cash equivalents

10.

11.

12.

13.

2024 2023

KD KD

Bank balances 8,075 7,679
Cash in hand 3,111 3,794
Cash and bank balances 11,186 11,473
Less: Bank overdrafts (478,480) (504,933)
Cash and cash equivalents in the statement of cash flows (467,294) (493,460)

Overdraft facility is from a local bank to fund working capital requirements and are denominated in Kuwaiti Dinars.
This facility carries an effective interest rate of 4.93% (2023: 4.93%) per annum.

The carrying amounts of the Company’s cash and bank balances are denominated in the following currencies:

2024 2023

KD KD

KD 11,024 11,292
US dollars 162 181
11,186 11,473

Share capital

The authorised, issued and paid up share capital comprises of 2,250,000 shares (31 December 2023: 2,250,000
shares) of KD 1 (31 December 2023: KD 1) per share, which is fully paid in cash.

Statutory reserve

In accordance with the Kuwait Companies Law - Law No. (1) of 2016, as amended, and the Company’s Memorandum
of Incorporation and Articles of Association, as amended, a minimum of 10% of the profit for the year before
contribution to KFAS, Zakat and Board of Directors’ remuneration shall be transferred annually to the statutory
reserve. The annual general assembly of the Company may resolve to discontinue such annual transfers, when the
reserve exceeds 50% of the issued share capital. The reserve may only be used to offset losses or enable the payment
of a dividend up to 5% of paid-up share capital in years when profit is not sufficient for the payment of such dividend
due to absence of distributable reserves. Any amounts deducted from the reserve shall be refunded when the profits
in the following years suffice, unless such reserve exceeds 50% of the issued share capital. No transfer is required in
a year in which the Company has incurred a loss or where accumulated losses exist after net profit and accordingly,
there is no transfer during the year.

Other reserve

This represents remeasurement losses from actuarial changes arising from changes in financial assumptions relating
to defined benefit obligations.

Employees’ end of service indemnity

The Company provides end of service benefits to its employees. The entitlement is based upon the employees’ final
salary and length of service, subject to the completion of a minimum service period, calculated under the provisions
of the labour law applicable in the State of Kuwait, and is payable upon resignation or termination of the employee.
The expected costs of these benefits are accrued over the period of employment. The plan typically exposes the
Company to actuarial risks such as: discount rate, salary risk and withdrawal risk. The most recent actuarial valuation
of the present value of various defined benefit obligations were carried out at 31 December 2024.
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14.

i
[Discount rate A decrease in the discount rate will increase the plan liability.

!Salary risk The present value of the end of service benefit plan liability is calculated by reference ‘
to the estimated future salaries of plan participants. As such, an increase in the salary
‘ of the plan participants will increase the plan’s liability.

| Benefits are paid when an employee leaves employment either through resignation
| or retirement. The rate of withdrawal therefore affects the timing of the payment
‘ and consequently the liability at the reporting date.

Withdrawal risk

The present value of the defined benefit obligation, and the related current service cost and past service cost, were
measured using the Projected Unit Credit Method. The key assumptions in determining the end of service provisions
were based on a discount rate of 4.90% (2023 — 4.48%) and an expected rate of salary increase in the range of 1% to
2% (2023 — 1% to 2%).

Movement in the provision recognised in the statement of financial position are as follows:

2024 2023
KD KD
Balance at the beginning of year 169,835 149,587
Provision made during the year 21,554 17,679
Re-measurements loss recognised in OCI 10,694 1,540
Benefits paid (4,586) (4,917)
Transfers (30,493) 5,946
167,004 169,835

Sensitivity analysis:

The sensitivity analyses below have been determined based on reasonably possible changes of the below mentioned
assumptions as at the reporting period, while holding all other assumptions constant.

e A reduction in the discount rate by 100 basis points would result in an increase of end of service benefits
obligations by KD 5,935 (2023: 12,976); and

e An increase in the salary growth rate by 100 basis points would result in increase of end of service benefits
obligations by KD 6,106 {2023: 13,308).

Trade and other payables
2024 2023
KD KD
Trade creditors 149,079 381,652
Accrued expenses 47,277 71,427
KFAS payable - 915
Zakat payable - 469
Other payables 31,672 26,175
228,028 480,638

The carrying amounts of the Company’s trade and other payables are denominated in the following currencies:

2024 2023

KD KD

Kuwaiti Dinars 105,284 411,716
UAE Dirham 122,744 10,760
US Dollars - 58,162
228,028 480,638
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15. General and administrative expenses

16.

17.

18.

2024 2023
KD KD
Salaries and wages 150,273 130,847
Depreciation 53,160 48,276
Professional services 5,917 5,305
Travel and conveyance 3,733 8,659
Provision allowance for ECL 66,320 4,179
Others 65,794 74,323
345,197 271,589
Contingent liabilities
2024 2023
KD KD
Letters of guarantee 30,570 35,570
Capital Commitments
2024 2023
KD KD
Property, plant and equipment 70,000 271,811

Financial risk management
Overview

The Company is exposed to the following risks from its use of financial instruments:

e credit risk
e liquidity risk
e market risk

Financial management framework

This note presents information about the Company’s exposure ta each of the above risks, its objectives, policies and
processes for measuring and managing risk, and the Company’s management of capital. Further quantitative
disclosures are included throughout these financial statements.

The Company’s board of directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Company’s risk management policies are established to identify and analyse the risks
faced by the Company, to set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the Company’s
activities. No significant changes were made in the risk management objectives and policies during the years ended
31 December 2024 and 31 December 2023.

The management of the Parent Company is ultimately responsible for the overall risk management approach and for
approving the risk strategies and principles. The management of the Parent Company reviews and agrees policies for
managing each of these risks which are summarised below.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from the Company’s bank balances, trade and other
receivables .
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The carrying amount of financial assets represents the maximum credit exposure. At the reporting date, the maximum
exposure to credit risks was as follows

2024 2023

KD KD

Bank balances 8,075 7,679
Trade receivables 246,494 336,993
Other receivables 4,514 24,867
259,083 369,539

Bank balances

Bank balances are held in accounts with banks incorporated in Kuwait. Bank balances are assessed to have low credit
risk of default since these banks are highly regulated by the Central Bank of Kuwait. Accordingly, the management of
the Company estimates the loss allowance on bank balances at the end of the reporting period at an amount equal
to 12 month ECL. None of the balances with banks at the end of the reporting period are past due, and taking into
account the historical default experience and the current credit ratings of the banks, the management of the Company
have assessed that the impairment amount is not material, and hence have not recorded any loss allowances on these
balances.

Trade receivables

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each customer.
However, management also considers the factors that may influence the credit risk of its customer base, including
the default risk associated with the industry and country in which customers operate. The limits are set to minimise
the concentration of risks and therefore mitigate financial loss through a counterparty’s potential failure to make
payments. Outstanding receivables are regularly monitored by management.

In monitoring customer credit risk, customers are grouped according to their credit characteristics, including whether
they are an individual or a legal entity, trading history with the Company and existence of previous financial
difficulties.

The Company sells its products and renders services to a large number of customers. At the reporting date, its 5
largest customers account for 86.10% of outstanding trade receivables (2023: 60.12%).

The Company uses a provision matrix based on the Company'’s historical observed default rates to measure the ECLs
of trade receivables from individual customers. The Company assumes that the credit risk on a financial asset has
increased significantly since initial recognition when contractual payments are more than 210 days past due, unless
the Company has reasonable and supportable information that demonstrates otherwise. The table below provides
information about the credit risk exposure on the Company’s trade receivables using a provision matrix:

2024

Weighted Gross Loss Net carrying
average loss carrying amount amount

amount
KD KD KD
Current 0.13% 91,414 123 91,291

Past due

1-90 days 7.19% 157,330 11,310 146,020
91 - 180 days 59.93% 9,143 5,480 3,663
181 - 270 days 89.89% 36,705 32,995 3,710
271 - 360 days 89.89% 18,064 16,254 1,810
More than 360 days 100.00% 163,696 163,696 -
476,352 229,858 246,494
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2023

Weighted Gross Loss Net carrying
average loss carrying amount amount

amount
KD KD KD
Current 1% 209,702 217 209,485

Past due
1-90 days 1% 123,850 1,734 122,116
91 - 180 days 13% 5,545 748 4,797
181 - 270 days 88% 75 66 9
271 - 360 days 88% 95 84 11
More than 360 days 99% 231,344 230,769 575
570,611 233,618 336,993
Liquidity risk

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

The Company limits its liquidity risk by ensuring that funds are available from the Parent Company and by monitoring
on a regular basis that sufficient funds are available to meet future commitments. The Company’s terms of sales
require amounts to be paid within 30 to 75 days of the date of sale, unless otherwise covered by a specific contract
or agreement. The Company’s terms of trade with its principal suppliers generally require the amounts to be paid
within periods ranging from 30 to 45 days from the date of purchase unless otherwise covered by specific contract
or agreement.

Liquidity risk is managed by the finance department of the Parent Company. To manage this risk, the Company
invests in bank accounts that are readily realisable. The maturity profile is monitored by finance department to
ensure adequate liquidity is maintained.

At the reporting date, all financial liabilities mature within one year from the date of financial positions, except for
non-current portion of lease liabilities.

Market risk

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to change in
market prices. Market risks arise for open positions in interest rate, currency and equity product, all of which are
exposed to general and specific market movements and changes in the level of volatility of market rates or prices
such as interest rates, foreign exchange rates and equity prices.

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the fair
values of financial instruments. If as at 31 December 2024, interest rates had been 50 basis points higher with all
other variables remaining constant, the loss for the year would have been higher by KD 9,650 (2023 — profit for the
year would have been lower by KD 8,826). A 50 basis points decrease in interest rates with all other variables held
constant would have had the equal but the opposite effect on the loss.

Foreign currency risk
The Company is exposed to transactional foreign currency risk to the extent that there is a mismatch between the

currencies in which sales, purchases, receivables and borrowings are denominated and the respective functional
currencies of Company.
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19.

20.

The Company is mainly exposed to foreign currency risk on its bank balances, trade receivables and trade payables
denominated in foreign currencies.

The table below analyses the effect on profit before tax and directors’ remuneration (due to change in the fair value
of monetary assets and liabilities) and other comprehensive income of an assumed 5% strengthening in the value of
the currency rate against the KD from levels applicable at the year end, with all other variables held constant. A
negative amount in the table reflects a potential net reduction in profit or other comprehensive income, whereas a
positive amount reflects a net potential increase.

At the reporting date, the Company’s net long / (short) position to foreign currency risk was as follows:

Foreign currency denominated Change in currency rate by + 5% and

CurTency balances its effect on profit(loss)
2024 2023 2024 2023
KD KD KD KD
Saudi Riyals 3,512 303 176 15
United Arab Emirates Dinar (122,744) (10,667) (6,137) (533)
US Dollars 1,655 (31,053) 83 (1,553)

An equivalent weakening in each of the abovementioned currencies against the KD would result in an equivalent but
opposite impact.

Equity price risk

Equity price risk is the risk that the value of financial instruments will fluctuate as a result of changes in market prices,
whether these changes are caused by factors specific to individual instrument or its issuer or factors affecting all
instruments, traded in the market.

As at 31 December 2024, the Company is not exposed to equity price risk as it does not have any investment marked
to market.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date in the principal or, in its absence, the most advantageous
market to which the Company has access at that date. At the reporting date, the estimated fair values of the
Company’s financial instruments are not significantly different from their carrying values.

Capital management

The primary objective of the Company’s capital management is to ensure that it maintains healthy capital ratios to
support business and maximise shareholders’ value. The Company manages its capital structure and makes
adjustments to it, in light of changes in economic conditions. No changes were made in the objectives policies or
process during the years ended 31 December 2024 and 31 December 2023.

Consistent with others in the industry, the Company monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings less cash equivalents. Total
capital is calculated as equity (as shown in the statement of financial position) plus net debt. The Parent Company
has confirmed to the management of the Company that they will provide adequate financial support to the Company
1o meet its obligations as they fall due. The Company has assessed that it will be able to manage the resultant liquidity
risks and meet its maturing current liabilities as and when they fall due, based on its operating cash flows and the
financial support of the Parent Company.

As of 31 December 2024, the Company is 0.62 (2023: 0.54)
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21. Taxation

The State of Kuwait issued Law Number 157 of 2024 on 31 December 2024 (the Law) introducing domestic minimum
top-up tax (DMTT) effective from 1 January 2025 on entities which are part of Multi National Entities (MNE) Group
with annual revenues of EUR 750 million or more. The Law provides that a top-up tax shall be payable on the taxable
income at a rate equal to the difference between 15% and the effective tax rate of all constituent entities of the MNE
Group. The taxable income and effective tax rate shall be computed in accordance with the Executive regulations.
The Law effectively replaces the existing Zakat tax regime in Kuwait for MNEs within the scope of this Law.

The Company is currently in the process of assessing the financial impact of evolving tax regulations on its future
performance.
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