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CEO
Statement

As we issue the annual report for the fiscal year
202072021, Iwouldlike to extend my sincere thanks to
all the company’s employees, especially in the Clean
Fuels Project and in other support departments,
for their continuous efforts that resulted in the
completion of the majority of the project's work.
Sparing a few of Mina Abdullah Refinery units, the
entire CFP is almost completed with 99.38%.

It has
commissioning and operation of all CFP units went

been comforting that the tie-ins,

smoothly and without lost-time accidents. Our two
refineries continued performance as usual while
maintaining the set production rates to meet the
needs of our local and international clients.

With increased conversion capabilities, the
complexity of the two refineries is now (10+).
With utilized new technologies and increased ARD
capabilities, we can convert the heavy and low
value oil to quality high-value products to get the
maximum added value of our national wealth. The

enhanced competitiveness gives us the edge to
enter new markets that were difficult for us, such
as Europe and North America.

What makes this project unique, even at the
global level, is that no other refining company has
ever been able to modernize its existing refineries
of this size, while at the same time continuing the
production process and fulfilling its obligations
towards its customers at home and abroad.

The project works continued smoothly despite the
strict health requirements and travel restrictions
due to the Corona virus pandemic.

Similarly, the works of the Gas Train-5 project are
now progressing in full swing, and we expect to
launch it before the end of the next fiscal year.
The project will contribute to providing stable gas
supplies to power stations and petrochemical
industries, which will raise the integration level
among national oil companies.

As we enter a new challenging phase in KNPC
history fully confident of in the efficiency,
experience and commitment of our employees
in Managing these technologically advanced new
facilities.

It is gratifying that our total profits for the fiscal
year 2020/2021 amounted to KD 146,544,097,
after the previous year recorded loss of KD
61,816,521. The total revenues of the company
(including KAFCO and KARO revenues) amounted
to KD 5,188.,818,315, a decrease from 2019/2020
revenues of KD 7549,700,630. The company’s
total sales amounted to KD 5,219 million, down
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from the sales of the previous fiscal year, of KD
6,882 million.

These declinesin sales and revenues are attributed
to the Covid-19 pandemic, which caused an
extensive decline in various economic activities,
and a sharp drop in the global demand for oil and
its products. Despite these enormous difficulties
faced by the refining industry worldwide, the
company continued its various operations, and
succeeded in meeting all the demand for its
products locally and globally without interruption.

11 new fuel stations were opened in the new cities
of Sabah Al-Ahmad and Jaber Al-Ahmad, Saad Al-
Abdullah and Abdali Farms, bringing the total of
the company’s stations to 59 in various parts of
the State of Kuwait. Most of these stations use
renewable energy by installing solar panels to
produce electricity.

As part of KNPC's endeavor to play its pivotal role
and maintain its positive impact on stakeholders,
organized
practices

K-companies, such as GHGs, climate change and

several workshops were about

environment-related best among
combating oil spills. The company also issued
the 5th Sustainability Report, which mirrors
the company’'s activities in adding value to the
national wealth, social responsibility, protection of
environment and its role in achieving sustainable
development in Kuwait.

Reflecting the company’'s support for innovation
and creativity, the in-house Innovation Committee
organized the second virtual Hackathon, titled

Kuwait National Petroleum Company
Annual Report 2020/2021

“Refinery Challenge.” The event focused on finding
solutions for certain refinery problems.

This year, 105 new Kuwaiti employees were
appointed. In addition, 1267 employees
underwent technical and administrative training
organized through virtual learning. As well, 34
engineers followed the Structured on Job Training
(SOJT). Such training enhances know-how and
competency of our work-force.

What KNPC has achieved this year is the result of
our employees efforts who worked under one-
team spirit, and demonstrated professionalism,
proficiency and high experience that gives us full
confidence that our new and advanced facilities
will be managed by efficient and technically
competent national hands.

Allow me to express, on my own behalf and on
behalf of all the members of the Board of Directors
and the senior management, my deep gratitude
to all the employees at various departments and
sections for their sincere effort that was behind
the company’s outstanding successes. Wishing
you and the company more success.

Waleed Al-Bader

Chief Executive Officer



Remarkable Achievements
During 2020/2021

Commissioning all Clean Fuels Project (CFP) units
at Mina Al-Ahmadi Refinery (MAA)

Completing 99.38% of all CFP units, with 99.19%
of Mina Abdullah Refinery (MAB) package-1, and
99.91% of package-2, are completed

Commissioning and operation of the CFP crude
oil distillation unit (CDU-111) at MAB

Opening of 11 new filling stations in the new cities
of Sabah Al-Ahmad and Jaber Al-Ahmad, Saad Al-
Abdullah and Abdali Farms, bringing the total of
the company’s stations to 59.

Total sales of the company amounted to KD 5,219
million, including the sales of KAFCO and the

Kuwait Aromatics Company (KARO)

KNPC total revenues (including KAFCO and KARO)
amounted to KD 5,188 million




Main Indicators

2018/2019 2019/2020 2020/2021
Financial Indicators (Million KD)
KNPC total sales(*) 8,918.0 6.,882.0 4.,848.0
KAFCO total sale 174.9 157.8 27.2
KARO total sale 144.6 498.4 3433
Local Marketing total sales 566.6 5811 465.6
Net profits/loss (213.7) (61.8) 146.5
Total operation expenses 816.4 718.8 9491
Capital expenditure 5493 436,631.0 145,405.0
Changes in total fixed assets 881,2 64,941.0 (193.6)
Average crude oil feedstock (X 1,000 BPD)
Mina Abdullah Refinery 421.8 363.2 3143
Mina Al-Ahmadi Refinery 270.6 256.2 274.9
Total 692.4 619.4 589.2
Sales
Products exported to international markets(X 1,000 MT) 27.508.2 22.964.6 23.637.8
Fuel to local market (million liter) 6.851.8 6.916.7 55591
Fuel to MEW (Million liters) 6.707.4 6.848.3 4.630.7
Bitumen (X 1,000 MT) 2297 301.0 324.4
Manpower
Manpower at the end of fiscal year (**) 6,378 6,322 6,029

(*) Sales of petroleum products to the local market include sales on behalf of KPC and KNPC sales

(**) Includes KAFCO manpower (52 employees, compared to 66 according to budget)
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Kuwalt National Petroleum Company 2040

After updating the 2040 strategic directions for Kuwait Petroleum Corporation and approval by the KPC
Board of Directors in October 2019 and the Supreme Petroleum Council in February 2020, KNPC formed
a working group from various concerned departments to work on updating the strategic plan of the
KNPC until the year 2040, in which the strategic initiative and objectives are included.

The company recently finalized updating its strategic plan and placed it on 22 March 2021 for review
by the High Committee for Downstream Sector, then by the Board Members on 30 of March 2021.
Following that, the oil sector all-inclusive strategic plan will be reviewed for approval by KPC Board

Members.

KNPC Updated .
2040 Strategy
Directives for

the Downstream
Sector

Reaching a maximum refining capacity of 1.6 mmbpd by 2025 and maximum
conversion capability, absorbing most of Kuwait heavy oils in the local refineries, as
well as fulfilling the local energy needs.

Providing petroleum products with world and local standards.
Maximizing integration between refining and petrochemical industries in Kuwait.
Considering partnerships with other refiners to enhance operation efficiency.

Working with the private sector to fulfill the local retail market needs of fuels,
while focusing on enhancing competitiveness and increasing the private sector
involvement.

Updated 2040 KPC and subsidiaries strategic directions

Employ and maintain the highest international standards of operational excellence
to achieve leadership and sustainability in the oil and gas industry.

Continuous review of the operational portfolio to reach the optimal portfolio by
utilizing the available opportunities, and excluding unprofitable assets that are not at
the core of the operations and activities of KPC.

Meet the current and future energy needs of the State of Kuwait by supplying
different types of optimal fuels economically and environmentally, while making
certain to provide a strategic alternative.

Utilize alternative, renewable and other energy sources if they achieve an added
value to the activities and operations of KPC.

Establish a comprehensive digital strategy with own frame work to achieve
operational excellency
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To increase the «  Short-term Phase (2020-2022): Increasing Kuwait's refining capacity to 1.415 million
refining capacity, bpd, of which 800,000 bpd by KNPC refineries, and 615,000 bpd in the Al-Zour Refinery
(Kuwait Integrated Petroleum Industries Company - KIPIC) in case KEC is refined.

Medium-term Phase (2022-2027): 1.455 million bpd, of which 840,000 barrels per

day by the refineries of KNPC, and 615,000 bpd in the Al-Zour refinery in case KEC is
refined. Itis expected that the refining capacity of MAB refinery will expand by 39,600

strategic
initiatives will be
implemented in

several phases: . :
P bpd by 2025, depending on the performance test results after the completion of CFP.

Long-term Phase (2027-2040): Reaching production capacity of 1.575 million bpd,
840,000 bpd in KNPC refineries, and 735,000 bpd in Al-Zour refinery in case KEC is

refined.
Expansion of . Short Term Phase (2020-2021): 2.32 billion scfpd for the existing 3 gas trains with
gas processing 1.515 billion, plus 805 mmscfpd of Gas Train-4.
capacity in line . Mid-term Phase (2021-2025): 3.125 billion scfpd for the existing 4 gas trains with 2.32
with future billion scfpd plus 805 mmscfpd of Gas Train-5.
production . Long-term Phase (2025-2040): 3.93 billion scfpd. Of which, 3.125 billion scfpd for the

existing five gas trains, plus 805 million scfpd for the 6th Gas Train to be built later.
AKPC, KNPC, KOC, KGOC and KIPIC team will be formed to review the necessity of this
additional gas train.

plans:

The strategy aims to produce high-quality petroleum products with low sulfur content, in line with
the increasingly stringent environmental conditions around the world. This will allow our products to
expand into new global markets. We will also supply the local market with clean motor oil, in addition
to clean fuel oil to supply Kuwaiti power stations, all of which are products that contribute greatly to
protecting the Kuwaiti environment.

Another critical point of the updated 2040 strategy is to enhance the company’s conversion capacity
by refining the low-value residue oil into high-value products, which would add financial returns for
Kuwaiti crude.

The 2040 strategy also includes enhancing reliability and the company’s refineries operation to the
maximum capacity by reducing unscheduled shut-downs and prevention of accidents of any kind
or level. Energy efficiency is also part of the updated strategy, including the expansion in the use of
alternative energy at the company’s various facilities.

The 2040 strategy aims to deepen integration among the oil sector various companies, especially
between the refining and petrochemical industries, to reduce costs and add competitive edge to
Kuwaiti petroleum products.
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Chapter one

Refining and Gas Processing

As the CFP nears completion, Mina Al-Ahmadi and Mina Abdullah
refineries have entered a new phase. The refining operations
continued as planned as well as the new units tie-ins with the other
facilities of the company.

The total refined quantities of crude oil in the company's two refineries
amounted to 215 million barrels during the fiscal year 2020/2021,
compared to 226 million barrels last year.
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Crude oll
Refining

The refined crude oil quantities in the company’s two refineries were below the plan due to the incomplete
construction of all CFP units.

The crude oil refining rate in the two refineries amounted to 589.2 mbpd during the fiscal year 2020/2021,
which is lower than the previous fiscal year rate of 619.4 mbpd.

The total refined quantities of crude oil in the company’s two refineries reached 215 million barrels during the
fiscal year 2020/2021, compared to 226 million barrels last year, a decrease of 4.4%.

Refining Crude Oil

589,2

mbpd

Total Refined Crude

million barrels




Mina Al Ahmadi Refinery

The total refined crude oil quantities amounted to 114.7 million barrels in the fiscal year 2020/2021, with a feed
rate of 314.3 mbpd, compared to 132.9 million barrels at a feed rate of 363.2 mbpd in 2019/2020.

The total products exported from MAA refinery during this year amounted to 9,233 thousand metric tons, in
addition to the export of about 826.5 thousand metric tons of sulfur.

MAA Achievements

. The low-sulfur diesel Unit 144 in the CFP has started producing gas oil (diesel) as planned. With its
production capacity of 45,000 bpd and international specifications, this is one of the project’s most
important units. The 10 ppm sulfur content gas oil is in line with the global market standards, and
enjoys a high profitability. In April 2020, the first low sulfur gas oil shipment was exported.

. Thefirst shipment of high-quality petroleum coke was exported. The 15,000 metric tons represented
first CFP petroleum coke production. The unit became operational in early April 2020, with a
production capacity of 37, 000 bpd.

. Therefinery exported the first shipment of Kuwait heavy oil in May 2020, and 3 shipments were sold
during the first quarter of the fiscal year in cooperation with Kuwait Oil Company.

. Successfully producing and exporting low sulfur (0.5 wt %S) bunker fuel oil that conforms with the
specifications of Kuwait Petroleum Corporation (KPC IFO 0.5 BFO) and the International Maritime
Organization (IMO), which stipulate max 10 ppm sulfur content in gas oil and diesel. This product
is characterized by its high quality in terms of viscosity compared with other production methods
used globally.

. The operation of the Gas Oil Desulfurization Unit (GOD-144) was successfully tested. The Unit now
treats the kerosene without resorting to major modifications. This transformation in the unit is an
advanced achievement considering the absence of technical licensor companies due to the current
circumstances.

. The heavy fuel oil produced from the cracking unit was treated with a fluid catalyst in the petroleum
coke production unit, instead of converting it to a fuel oil product, which resulted in savings of about
US$3.43 million. The gas oil derived from the cracking unit was also treated with a fluid catalyst in
Gas Oil Desulfurization Unit (GOD-144/58) in order to avoid depleting the product by diverting it to
fuel oil and avoiding US$3.7 million loss.

. Maximize the production of coker diesel in the Petroleum Coke production unit DCU-136 in order to
meet the global market needs.
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. Successful treatment of the maximum amount of waste generated from the Petroleum Coke Unit
(DCU-136).

« Starting to receive Eocene crude oil from the Kuwait Gulf Oil Company at MAA during January 2021.

+  Cooperating with MAB in storing vacuum fuel oil (VGO) during the maintenance of the Hydrocracking
Unit (HCR-84) to avoid product depletion by converting it to fuel oil and to avoid US$4.15 million loss.

. Successively receiving quantities of high sulfur content of atmospheric residue (HSAR) from MAB
Refinery during the fourth quarter to feed desulfurization units at MAB Refinery, which contributed
to US$5.83 million of saving.

. Commissioning the liquid sulfur pit rehabilitation project sent by the Kuwait Oil Company via trucks.

. Replacing the main sea water 36 inche line, which connects the GT-4 and the LPG process units (1, 2,
3) without shutting down the units.

. Completing the maintenance of the Catalyst Cracking Unit (CCR-2) and cleaning of the heat
exchanger where it was remotely supervised by Alfa Laval Company Team. Alfa Laval Team was
unable to enter the country due to the Covid-19 pandemic.

«  Successful re-conversion of flare gas in unit (NFGRU-105) to utilize the gas as fuel in the hydrogen
sulfide recovery plant.

Mina Abdullah Refinery

The total refined quantities of crude oil in the refinery amounted to 100.3 million barrels during
2020/2021, an average feed of 274.9 thousand bpd, compared to 256.2 thousand bpd in the previous
fiscal year.

8,538.1 thousand metric tons of petroleum products were exported through the Sea Island, and about
738.2 thousand metric tons of petroleum coke from the Shuaiba commercial portin, in addition to 4851
thousand metric tons to the Petroleum Coke Industries Company by trucks. Also, the Kuwait Paraxylene
Production Company was supplied with 27,133.4 thousand metric tons of Naphtha.

The initial handover of all facilities of the MAB package-2 of the CFP has been completed. Whereas work
continues at an accelerated pace to complete the remaining units of the MAB package-1 of the project.
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MAB Achievements

. Commissioning of the Crude Oil Distillation Unit (CDU-111), which represents the main gateway to
the CFP in the refinery. It is the largest of its kind in the State of Kuwait, with a refining capacity of
264,000 bpd. The Unit raises the capacity of MAB refinery from 270,000 bpd to 454,000 bpd.

. Commissioning of the Naphtha Hydrotreatment Unit (U-117). The Unit removes sulfur, nitrogen,
metals and other impurities in line with the highest international standards. The Unit production
capacity is 23,500 bpd.

. Commissioning of the Kerosene Hydrogen Treatment Unit (U-115). With production capacity of
39,000 bpd, the Unit produces dual-purpose kerosene (DPK) and aviation turbine kerosene (ATK),
according to international specifications.

. Commissioning of the Diesel Hydrotreating Unit (116). The production capacity of this unit is
73,000 bpd. It produces low-sulfur diesel with max 7ppm, with improved viscosity and spillage
specifications for export purposes.

«  Commissioning of the Hydrogen Recovery Unit (U-119) with a capacity of 93 mmscfpd, with 99.9%
purity.

. Commissioning of the Hydrogen Unit (U-118),
which consists of three identical hydrogen
production units, each with a production
capacity of 185 mmscfpd.

MAB
Refinery
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. Commissioning of Gas Compressor & Treatment Unit (U-128) to feed the hydrogen production unit,
with a processing capacity of 249 mmscfpd.

. Commissioning of Hydrocracking Unit (U-214). With a capacity of 50,000 bpd, this unit is the second
largest of its kind in Kuwait. It enhances the production of high-quality Kerosene for jet planes and
other aircrafts as well as various other industries. It also helps in the production of Euro 45/ Diesel as
a final product, gasoline and LPG.

. Commissioning of Sulfur Recovery Unit No. (1123-) with a production capacity of 450 metric tons
per day.

. All CFP MAB boilers are now operational. These boilers fulfil the CFP various units’ total needs
for steam through burning of gas, which in itself takes into account the permissible limits of gas
emissions approved by the K-EPA.

. As the CFP Cooling Unit has become fully operational, it joins the previously operated units, such as
boilers, flare gas, nitrogen production, instrumentation air, as well as the fire water network at MAB
Refinery.

. thefirst oil tanker docked at oil pier No. 33 in Shuaiba. The pier was shut down for over 3 years, and
underwent extensive maintenance and restoration. The tanker was loaded with 30,000 tons of low-
sulfur gas oil, which was produced in the CFP units.

«  Commissioning of the naphtha tanks in the Shuaiba refinery related to CFP.

Hydrogene
Production Unit
(U-18)
Mina Abdullah

Refinery




Productivity of the two Refineries

The net produced quantities of petroleum products during the fiscal year 2020/2021 amounted to about
29.5 million metric tons, compared to 30.8 million metric tons in the fiscal year 2019/2020, as detailed in the
following table:

Annual Production Annual Production

Product 2020/2021 2019/2020

MT X 1000 % MT X 1000 %
Naphtha/Car Gasoline/Reformat 7116.2 238 6,718.4 214
Kerosene/ATK - Jet Fuel 54243 18,2 5,849.3 18.6
Gas oil/Diesel 9,456.8 317 7.898.8 25.1
Fuel oil/Residues 3,889.4 13,0 7415.3 23.6
Other products (*) 3,628.5 121 2,895.5 9.2
Total net products 29,515.2 98.8 30,777.3 97.9
Consumption/loss 359.7 1.2 671.6 2.1
Total 29.874.9 100 31,448.9 100

(*) Include refineries LPG, Sulfur, Petroleum Coke, Bitumen and Propylene

The crude oil daily refining average during 2010/2011 - 2020/2021 is shown in the following chart:
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Gas
Processing

The total feedstock for the 4 gas trains in 2020/2021 amounted to 575 billion scf, against 616 billion scf in
2019/2020.

The daily feedstock in the fiscal year 2020/2021 was 1,577.6 billion scfpd against 1,682.5 in 2019/2020. This
represents the actually produced amounts of gas in the oil fields and refineries.

Details of the Gas Processing Plant production

120%

100%
80%
60%

40%

. Natural Gasolene

. Butane
. Probane
@

20%

Actual Plan Last year

Production of 4 Gas Trains

The exported propane and butane in this fiscal year amounted to 4,473.6 thousand MT, compared to 4,868.4
thousand MT in the previous year, i.e. 8.1% reduction.
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KAFCO

In the fiscal year 2020/2021, KAFCO bagged KD 430,236, compared to KD 16,983,000 in 2019/2020,
i.e. KD 16,553,000 reduction as a result of sales decline due to Corona Virus implications.

The total sales of aviation fuels (Jet A-1 and JP-8) in the fiscal year 2020/2021 amounted to 248
million liters, compared to 932 million liters in 2019/2020, i.e. 683 million liters reduction (73.34%).

11,831 aircrafts were refueled in 2020/2021 against 49,985 aircrafts in 2019/2020, 76.33% reduction.

Signing a contract with Project International Ltd. Company for aircraft refueling at Kuwait
International Airport.

Upgrading the 2040 Long Term Strategy to reflect the strategic directives of KPC and KNPC. The
Strategy main elements were also upgraded to achieve the Vision and reach the aircraft refueling
excellency in support of the national economy.

Refueling of

aircrafts
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Chapter Two

Local Marketing

KNPC meets the local market needs of all kinds of oil products. The
company also supplies the MEW with gas and fuel oil for power
stations, in addition to road Bitumen.

The 2020/2021 fiscal year was featured with inaugurating 11 new
permanent filling stations in Sabah Al-FAhmad & Jaber Al-Ahmad cities,
Saad Al-Abdullah and Alabdali Farms. Another temporary station was
also deployed in Al-Mahboula area due to total lockdown during the
COVID-19 pandemic.
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L ocal Market
Sales

Compared with the previous fiscal year, the local market sales dropped down in 2020/2021 following the total
lockdown imposed all over the country due to COVID-19 pandemic.

The 2020/2021 fiscal year local market sales, compared with 2019/2020 fiscal year, are broken down as follows:

Local Marketing Sales

(Million Liters)

Fiscal Year Fiscal Year -/+

2020/2021 2019/2020 (%)
Gasoline Premium (91 Octane) 22734 2,884.5 (21.2)
Gasoline Super (95 Octane) 1.217.6 1,550.8 (21.5)
Gasoline Super (98 Octane) 435 48.7 (10.7)
Gasoline Euro-4 0.0 0.0 0.0
Total Gasoline Sales (cars) 3,534.6 4484.0 (21.2)
Kerosene 108.8 163.4 (33.4)
Gas oil (local market) 1,915.7 2,269.3 (15.6)
Gas oil Euro-4 0.0 0.0 0.0
Total Fuel sales to local market 5,559.1 6,916.7 (19.6)
Gas oil to MEW 1,074.0 866.4 24.0
Heavy Fuel oil to MEW 3,556.7 5.981.9 (40.5)
Total sales to MEW 4,630.7 6,848.3 (32.4)
Total Fuel sales 10,189.8 13,765.0 (26.0)
Bitumen (MT) 324,393.0 301,025.0 7.8
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Local Market sales development in the last 5 years

An overall drop in sales of all petroleum products has been recorded, with the exception of gas oil sales to
MEW, which have seen 20% increase, compared with the previous fiscal year.

(Million Liters)

Product 16 /2017 17/2018 18/2019 19/2020 20 /2021
Gasoline Premium (91 Octane) 1.663.3 2,627.7 28354 2,.884.5 22734
Gasoline Super (95 Octane) 24183 1,683.8 1,615.0 1,550.8 1,217.6
Gasoline Super (98 Octane) 68.6 50.8 493 487 435
Gasoline Euro-4 0.03 0.05 0.05 0.0 0.0
Total Gasoline Sales (cars) 4150.0 4,362.3 4,499.8 4,484.0 3,534.6
Kerosene 141.0 158.0 1691 163.4 108.8
Gas oil (local market) 1.823.0 2,0381 2183.0 22693 1,915.7
Gas oil Euro-4 0.0 0.02 0.04 0.0 0.0
Total Fuel sales to local market 6,114.0 6,558.4 6,851.9 6,916.7 5,559.1
Gas oil to MEW 1,061.3 711 618.1 866.4 1,074.0
Heavy Fuel oil to MEW 7097.8 6,694.6 6,089.4 5,981.9 3,556.7
Total sales to MEW 8159.1 7405.7 6,707.4 6,848.3 4,630.7
Total Fuel sales 14,2731 13,964.0 13,559.3 13,765.0 10,189.8
Bitumen (MT) 112,877 147,593 229,654 301,025 324393

A new filling 1
station

Kuwait National Petroleum Company
Annual Report 2020/2021
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Filling
Stations

In addition to 4 temporary filling
stations, KNPC has now 59 filling
stations spread all over Kuwait.
13 new filling stations in different
areas have been inaugurated
during 2020/2021 to raise the KNPC
total filling stations to 63.

11 permanent filling stations were
inaugurated in Sabah Al-Ahmad,
Jaber Al-Ahmad, Saad Al-Abdullah
and Alabdali farms within the
2020/2021 fiscal year. Another
temporary station was also
installed in Al-Mahbola area during
the total lockdown, besides other
temporary stations in the city of
Sabah Al-Ahmad, west of Abdullah
Al-Mubarak area, the South Island
of Jaber Al-Ahmad Bridge due to
the lack of stations in these areas.

e
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New 100 Filling Stations Program

Responding to the urban and population
expansion in Kuwait, and in line with KPC
directives, KNPC prepared a plan to build 100
new filling stations in order to fulfill the growing
future needs for petroleum products. 16 out of
18 were built and already put into service, the
rest will be built over five sets within the next
few years.
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The new stations stand out with their modern design and provide wide variety of services, like mini
market, spare parts, car service etc. In addition, the renewable energy is implemented by using solar
panels. Numerous services are smoothly provided, like the e-petrol payment.

Feasibility study and initial blueprints for 15 new filling stations were completed. Whereas, the necessary
licenses and approvals of the concerned governmental committees for another 6 new filling stations
have been obtained. Due to budget cuts in capital expenses during the previous year, this group of
stations has been divided into two stages. The first will include building 3 new stations, then 12 in the
second.

In addition to that, a feasibility study and initial blueprints contract for the third group was singed in
June 2020. It plans building 25 new filling stations for which the feasibility study is ongoing. For the
necessity of rationalizing expenses too, this group will be executed over two stages, 13 in the first, then
12 in the second.
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Capital Projects

The company is carrying out a number of different kinds of
projects that aim at boosting its technical and operational abilities,
and producing high quality products. KNPC is also carrying out
environment-related projects that aim to reduce the environmental
impacts of its operations. These projects also contribute in enhancing
KNPC role in the national economy and providing job opportunities
for national competent workforce.

CFP is the largest and the most important among these projects. It
also forms a qualitative leap in the development of KNPC operations
and efficiency as well as boosting reliability and safety levels.
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Clean Fuels
Project

By the End of March 2021, the overall CFP execution reached
99.38%. Soon to be, all CFP units will be put into service in June
2021.

The project aims at developing and expanding MAA and MAB
refineries to become an integrated refining complex with 800
mbpd capacity. Another major aim of the projectis to increase
the conversion capability of the two refineries in order to

address the future challenges and requirements of the - G 1 ¥

international markets with high quality petroleum
products.

Increasing the conversion capabilities means
converting low value products into high value
ones, which will add value to Kuwait hydrocarbon
resources. The project will also boost the
operational and energy efficiency, safety
levels, and reduce environment impacts of the
company operations.

The two refineries products will stand out
with low sulfur, metals and other impurities in
accordance with the stringiest environmental

ol

regulations that are ever increasing all
around the world. Our products will have the
competitive edge to enter new international
markets, like Europe and East Asia.

All of the CFP MAA units have been completed:;
whereas, EPC works at MAB-1 Package reached
99.19% at MAB-1 Package and 99.91 % in MAB-2.




MAB Two Packages

Boilers at

CFP

All works of MAB-2 Package were concluded, the initial handing
over operations for all facilities were done and commissioning
process started. Meanwhile we have had accelerating work pace
to accomplish the rest of this Package.

Main units put into service:

. Crude Qil Distillation Unit (CDU-111).
. Naphtha Hydrotreatment Unit (U-117).

. Kerosene Hydrogen Treatment Unit (U-115).

. Diesel Hydrotreating Unit No. (116).
. Hydrogen Recovery Unit (U-119).
. Hydrogen Unit (U-118).

. Gas Compressor & Treatment Unit (U-

m . Hydrocracking Unit (U-214).

. Sulfur Recovery Unit No. (1-123).

. All CFP MAB boilers are now
operational.

. The CFP Cooling Unit has become fully
operational, as well as boilers, flare gas, nitrogen,

instrumentation air, fire water network.
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Gas Train-5 at MAA

To build a 5th unit with 805 mmscfpd of gas and 106 mbpd of condensates, in addition to a new gas fuel
processing unit to jointly serve both 4" and 5" Gas Trains. This project is identical with Gas Train - 4.

This Train will accommodate the expected increase of gas production and condensates in line with the new
exploration development plans of gas and oil fields.

96.03% have been actually accomplished of the KD 428 million project. It is expected to be completed in August
2021. Delay in the project execution is mainly attributed to heavy rain in November 2018. The mechanical
works are done and an initial project’s facilities commissioning have started.

AGRP Unit Revamping Project - MAA

The project includes revamping of the existing acid gas recovery unit at MAA in order to absorb all acid gases
produced by KOC. The project is in line with KPC strategy to reduce gas flaring to less than 1%.

This Unit entered service in 2002, and currently has a production capacity of 230 mmscfpd of gas and 39,000
bpd of condensates. The Unit removes H2S and CO2 from gas and condensates to produce raw sulfur.

Possible alternatives for executing the project were in line with KOC production. Future prospective of gas
production was received from KPCin May 2020. Coordination with KPC is ongoing to select the suitable option
to modernize the Unit and to start the FEED accordingly.

Upgrading Delayed Coker Unit (U-20) at MAB

Maintaining the current operation level of 40,000 bpd
is the target of the project. The aim is to eliminate
constrains or deficiencies in maintenance,
mechanical availability, reliability and certain
safety criteria.

Works in the KD 277 million project
started in December 2017. Works in
unit-2 is completed, and are well
underway in unit-1, with 87.77%
completed. The project is expected
to be commissioned in June 2022,

LT}
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Replacement of MAB Old Sub-
Stations

The project involves replacing 9 of the old
substationsin MABrefinerywith newexpanded
capacity and high-tech substations inside
blast proof buildings. Increased safety
levels and operational efficiency of

the substations, as well as enhanced
equipment availability by installing
protection systems and new

advanced power controls to

boost power system efficiency

are also part of the project’s

objectives.

This in turn will enhance
operations and load
distribution during
emergency power outage.
AccordingtotheQuantitative
Risk  Assessment  (QRA)
report, blast proof buildings ' iy
are a top priority to ensure % / i
better work environment and : {
workers safety in line with the T
refinery safety specifications.

The project’s approved budget
was KD 88.7 million. The tender
was floated in May 2019, the contract
was signed in June 2020 and execution
started in September 2020.

So far, around 25.85% of the project have
been executed, with completion is expected to
be in October, 2024.
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Oil Pier Development and
Enhancement Project (Shuaiba)

Under this project, urgent repairs to the QOil Pier
(Shuaiba) of MAB Refinery will be carried out, and
the steel foundations and structure of the oil berth
will be repaired. Based on a study carried out by
a specialized consultant in March 2019, the areas
threatened with collapse were identified for urgent
repairs, provided that the evaluation process would
be completed later, the final report would be issued
to determine the next stage works.

Project’s works started in October 2019 and most
of the major fixations are done. It is expected to
finish in December 2021.

The approved budget for the project is KD 4.9
million.

Development of MAB Sea Island

The project aims to upgrade all facilities of the Sea
Island - MAB in order to raise the level of reliability
and operations efficiency. The scope of work
includes replacing the loading equipment, facilities,
controlsystems, and repairing the steel foundations
and structures, in addition to replacing the pumps,
fire pumps, tanks, and its control and monitoring
systems.

The estimated budget of KD 29 Million for the
project was approved, and documents are prepared
to float the tender. The project is expected to be
completed in March 2025.

Ahmadi Depots Expansion and
Modernization Project

With its KD 75.67 Million budget, this project
comes under the future strategic demand study
recommendations for the local market until 2030.
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Until then, local market demands will be provided
on stages, and this project is considered the first.
It includes building tanks for petroleum products,
loading arms and supporting services facilities.

The project is commissioned with some works are
still ongoing based on Fire General Directorate
observations.

Petroleum Products Strategic
Demand Study for Local Market until
2045

Under KPC request, the project scope of work for
building petroleum products depot in Al-Mutla'a
area and updating its technical studies, KNPC,
through an international consultant, studied the
strategic demand of the petroleum products
to meet the local market demands and identify
the logistic requirements attributed until 2045.
This was done after taking into consideration the
latest consumers future predictions, distribution
of the geographic demand and KPC strategic
reserve controls and criteria. The operational
age of local market facilities, refineries loading
facilities, products delivery networks, as well as
identifying all renovations, amendments and the
new required facilities were all reviewed as well.
KNPC management and concerned parties at KPC
approved the outcome of the study.

Also, it was agreed on resuming the project of
building petroleum products depot in Al-Mutla’a
area as soon as possible in order to meet the local
market needs. Accordingly, an initial FEED study
will begin in April 2021 in parallel with the study
regarding the expansion of Al-Ahmadi Depot and
upgrading of the loading facilities in MAA and
Shuaiba as a substitute for building Al-Mutlaa
Depot.



Study for Constructing CDU & Bitumen Unit

The execution of this project is in line with KPC 2040 strategic directions for the refining, marketing and
petrochemical sector in order to ensure providing local market future needs of this product.

The feasibility study was carried out in two phases; the first included verification and review of the company
study to assess the age of Bitumen and Eocene units, as well as to review and update the predicted local
market future demands for Bitumen according to the study made by the Consultant (Fluor), in addition to
identify and develop the necessary alternatives to fulfill the local market requirements in the short, medium
and long run.

Phase-2 included a feasibility study for the proposed alternative and recommendations, based on the results
and recommendations of the first phase study (building new Bitumen and Eocene units) according to the
study of AMEC. The results of phase-2 of the feasibility study was reviewed by the concerned company’'s
departments, and obtaining the approval of KNPC Projects Committee and the EPA on the findings of the
feasibility study.

Project initial FEED was concluded based on using KEC, West Kuwait oil and Kuwait Heavy Oil in addition to
building a 30-day strategic storage capacity of Bitumen.

Based on KPC request of capital expenses rationalization during the last year, and after considering the expected
drop in Bitumen demand, according to the consultant study, the project was postponed for two years. A
detailed study to be conducted during the units stoppage in February 2022. Then, all units’ equipment will be
inspected to assess extending the current units service for the coming years with the lowest cost possible.

Executed Project During 2020/2021

New AGRP Project - MAA

This project aimed at building a new AGRP Unit in order to treat all quantities of acid gases expected to be
produced by KOC. This project goes in line with KPC strategy to bring gas flaring down to less than 1% and
reduce pollution accordingly.

At first, it involved building a new AGRP Unit and revamping of the current unit. Then the project scope of
work was later amended to include building a new AGRP Unit and the needed support facilities only.

Liquid Sulfur Treatment Facilities - MAA

The project aimed at building facilities to treat KOC produced Sulfur as per Sulfur Master Plan prepared by KPC
Marketing Sector jointly with KOC and other subsidiary companies.

It included sourcing and building liquid Sulfur handing facilities in MAA with 1,000 TPD capacity.

The KD 31 million budget project was completed and commissioned in April 2020.
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Health, Safety, Security and
Environment

The KNPC applies advanced and strict systems in everything related
to the health of employees, the safety and security of its facilities in a
manner that ensures that its operations do not pose any impact on
the surrounding environment. Commitment to health, safety, security
and the environment is part and parcel of the company’s strategy,
mission and values.

The company regularly reviews these systems and constantly works
to ensure that these systems comply with the highest international
standards. It is currently following the Integrated Management
System, which includes periodic audits and inspections to certify strict
adherence to health, safety, security and environment practices by all
employees at all levels and in all company facilities.
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~__ Health, Safety and Environment
are a Top Priority

. Based onthe KNPC's concernin ensuring that its operations are safe and sound, the company has carried
out many projects aimed at enhancing safety levels and reducing environmental impacts. Such
as the new Acid Gas Recovery Project (AGRP) at MAA, which actually started operating
in June of 2020. Another part of the project is to modernize and revamp the
existing Acid Gas Recovery Unit in the refinery. The two projects aim
to treat the gases coming from the Kuwait Oil Company to reduce
emissions and extraction of sulfur for economic benefit.

-i'?—l-q‘__ _'_.____,-'-"-
. The first internal audit of the integrated management ' e
system (IMS) was conducted remotely in December '
2020 for all of the company’s sites. The system was i
renewed for three years. — -
« As part of the Internal Auditors Competency . - F':
Development Program, a series of ICCA
Certified Lead Auditor training sessions as 1

well as another for internal auditors was
conducted to improve understanding
of the new standards and effective

implementation of the IMS. The training

on the system was implemented for senior

and middle management.

. Organized remote 70 training courses in
the areas of HSE attended by 911 of the
company’'s employees.

. Training courses were held for a certified
lead auditor for the management system
certification body (IRCA) in the following areas:
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- Quality Management System (1SO 9001: 2015)

- Occupational Health Safety Management System (ISO 45001:2018)
-1S0 22301 Business Continuity Management System

- Environmental Management System 1SO 14001:2015

. KAFCO completed the external audits and renewed the integrated quality system certificates 1SO
9001:2015, 1SO 14001:2015 and ISO 45001:2018. The company’s policy for the Integrated Quality System

for the year 2020 was also updated.

Health

Preemptive
meazuréda?;ins'f . As part of Corona virus (Covid-19) prevention activities, the HSE Department
ovia- . .
pandemic. A0 carried out the following:

- Covid-19 safe workplace checklists to be used to verify compliance with

’ ﬁ ' & prevention measures.
=iy, T o

- = - Periodi i vari i verify compliance.

= b - o— eriodic audits at various sites to verify compliance
e 3 = - Prepared a plan for the safe return to work in five
— = _ -__"-m languages, based on the guidelines of the International
———— e Labor Organization, the World Health Organization, the
. "ﬂ-'_' T = Occupational Safety and Health Administration (OSHA)
| and the Centers for Disease Control and Prevention

(CDQ).

. Corporate Communication Department
regularly issued awareness bulletins on the company’s
websites about Corona disease and the necessary
precautions to be taken to avoid infection. The
department also issued a “public links™ booklet, which
contains the numbers and locations of the entities
that the employee may have needed during the
curfew periods. It was also published electronically to
all employees. The Department also, in cooperation
with the HSE Department, prepared and launched
the "Safe Return to Work Rules” campaign, which also
included a brochure in five primary languages.
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Completion of consultant audits (TUV) tore-certify the Food Safety Management System (1SO 22000:2018)
for the company’s three central kitchens.
The Health Team carried out:

- First aid awareness training.

- Prostate cancer awareness campaign at all company sites.

- An industrial health survey on heat stress, personal protective equipment, chemical risk management,
respiratory system, and office work environment. The results were shared with the concerned
authorities in the company to take the necessary measures.

Safety

To enhance security and firefighting capabilities, the company acquired 16 advanced firefighting vehicles,
representing the first batch of 23 new fire trucks. Includes 8 firefighting vehicles, 4 foam tanks, 2 water
tanks, and the same for stationing and supporting firefighters during accidents.

These vehicles are NFPA compliant, and are equipped to handle large industrial facilities. They specifically
designed to meet the requirements and needs of the company, and the work spaces inside the refinery.
Another 7 trucks are in the final stages of quality control, and are expected to be received in May 2021.

The 2nd Center for firefighting support in its temporary location at CFP area at MAA Refinery was

inaugurated. This Center shall cover the refinery’s needs following the
completion of CFP, and Gas Train-5 project, the administration
building, external parking area and some neighboring
buildings. The Center contains offices, a meeting room
The HSE Department and two rest areas for firefighters to ensure social

launched awareness distancing and adherence to health and safety
campaigns about: requirements.

- Leak detection and repair . The Security and  Fire

(LDAR) software Department received the buildings
- Main Escalator (Scaffolding) and facilities of the Main Support

- Environmental and social and Emergency Operations Center

. . (MSEOC) in October 2020, as
iImpact studies in the State of . .
well as the security operations at

Kuwait the main center, and developed
- Hazard analysis for critical tasks. the response plan where the



Advanced

fire-fighting
vehivles

emergency  control  room
was established to deal with
emergency cases.

The  Security and  Fire
Department also renovated
and equipped the Service
Management Center at the
company's headquarters with the
latest systems to facilitate effective
handling of emergency situations by
the company’s top management.

Additional fire stations were established
including crews and equipment in both MAA
and MAB refineries for dealing with emergencies
in the CFP facilities.

The security system in the local marketing warehouses is reinforced

with surveillance camera system (CCTV) for the external fence in the Ahmadi warehouse, and new
automatic security barriers were installed at the main gate. A separate entry gate for employees has also
been established in Sabhan warehouse.

The Security Section held an 8-day security course entitled "Responding, Reporting, Investigating and
Measuring Performance at Security Incidents™ in November 2020. The course covered the new unified
operating procedure that was updated by the KPC. 8 fields were included in the course that aimed at
updating the knowledge and techniques needed for the company’s security team and give them the
ability to plan and respond to emergencies in any location, as well as to properly develop emergency
response plans and crisis management. The course was attended by 64 employees from the Section.

The Security & Fire Department organized firefighting training programs at the main support center,
which included 1691 company and contractor employees.

A basic 13-week firefighting course was attended by 24 newly appointed employees during January 2021,
divided into an classroom training at the MSEOC, and a practical training at the General Fire Force training
center at Kabad area. The course included the basics of firefighting and rescue operations for qualifying

the candidates for a fireman position.

KNPC has attained a remarkable achievement by obtaining prestigious international awards in the field
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Cleaning Mina
Abdullah Beach

of occupational health and safety, among hundreds of
competing companies. Four of the company’s facilities:
MAA, MAB, Local Marketing Department and Projects
Department received the International Safety Awards -
Merit for the year 2020, while the Head Office received the
International Safety Award - Excellence for the year 2020,
which is granted by the British Safety Council.

. This international award is accredited in the field of
occupational healthandsafety. Theaward committee commended
the company’s efforts and commitment to international standards
and requirements, and its keenness to apply health and safety rules in
its various projects and operations.

. The KNPC, represented by its various sites (MAA, Local Marketing Department,

Projects Department and Head Office Building), received the RoSPA Gold Award for the year

2020, for commitment to enhancing safety standards at various facilities and operations. MAB Refinery
was also awarded the RoSPA Excellence Award for the year 2020.

. KAFCO won the International Merit Award from the British Safety Council for its commitment to health
and safety during the year 2020.

. KAFCO won the RoSPA Gold Award for Health and Safety Performance for the 2020, and the Gold Award
for Fleet Safety for 2020.

. KAFCO organized a number of HSE awareness campaigns. All operations personnel were also trained
about safety systems in the airport yard and about firefighting systems.

Environment

. The company issued “Seasons,” a new book about the environment of Kuwait. The book depicts and
documents Kuwait land, sea and air, and reflects the company’s keenness to fulfill its social responsibility
to the fullest possible extent in various fields, foremost of which is the environment that pays great
attention to it.

The book was jointly made in cooperation with the Kuwaiti Environment Lens Team, which includes a

group of Kuwaiti youth volunteers who exert great and sincere efforts to highlight the beauty of Kuwait’s
environment.
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The company took the initiative to research the recycling and reuse of its solid waste. A committee was
formed to facilitate waste recycling operations by Kuwait Cement Company and other approved recycling
companies. The scope of work and bid documents were developed in December 2020.

Awareness training sessions were held for all IMS coordinators. The training focused on the new
procedures for assessing and defining environmental aspects, risks and opportunities. 200 participants
from all departments and sections followed the training about the changes in the new procedures related
to risks, opportunities and evaluation criteria that focus on internal and external issues, the needs and
expectations of stakeholders.

A seminar on environment-related legal requirements was held in January 2021, which was organized
by the IMS Team. The seminar, which was attended by 250 participants, aimed to raise awareness of
the environmental risks of the refinery operations, environmental laws and EPA regulations (air, water,
environmental impact assessment studies, and solid waste) and other legal environmental requirements,
in addition to the environmental legislative record of the KNPC and environmental compliance.

A voluntary campaign was organized to clean the MAB refinery's beach. MAB DCEOQ, a number of
managers, in addition to more than 100 male and female employees working in MAB and CFP shared
in this effort. The company regularly organizes such voluntary campaigns as part of its responsibility
towards the environment and society, and engrain the culture of voluntary work, positive practices, and
the spirit of cooperation and involvement among employees.

The Environment Section participated in cleaning the beach of the chalets in the Bnaider area (Al-Zour
region) on November 2020, following EPA request.
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Achievements and
Performance Improvement
Initiatives

KNPC devotes particular attention to promoting innovation spirit,
enhancing ideas and individual initiatives that aim to develop work,
improve performance and efficiency, as well as to minimize time
and cost thus reducing expenditure in general. KNPC also works
to follow the best available industrial and technological practices,
which reinforce the company competitive ability and contribute in
maximizing its profitability.
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~ Profitability
and Operations Efficiency

. Represented by Research & Technology Department, and in line with its strategy and values
in encouraging innovation, KNPC launched the patent registration program for the company
employees as part of executing and supporting the intellectual ownership strategy. Bases of patent
registration program were set and KNPC top management approval was acquired for carrying out
and encouraging this initiative.

. Information Technology Department inaugurated the electronic correspondence system with
e-signature “Easy Memo" for the company’s different departments and divisions (31 departments
and 186 divisions). All departments may electronically prepare and signinternal and external memaos.
In addition to cutting down on using papers, letters and memos can be unified with flexibility in
preparing and signing externally incoming memo. All correspondences, can be easily tracked.

. The Cost Optimization & Profit Improvement Committee continued its work during the fiscal year
2020-2021in creating and follow up of programs and initiatives in this respect. The top management
gave a top priority for such efforts. The work resulted in several achievements and yielded around
US$ 91.51 Million in returns among which US$ 79.69 million from increasing profitability program
towards the end of 2021.

. The first shipment of high quality petroleum coke was exported to the international markets. The
15,000 metric tons was the first production of CFP Petroleum Coke Unit in MAA Refinery which was
put to service early April 2020 with production capacity of 37,000 bpd.

. After over 3 years of suspension, the first oil tanker berthed at Oil Pier No. 33 in Shuiba. The Pier
underwent extensive maintenance and renovation works. The tanker was loaded with 30,000 tons
of low-sulfur diesel produced by one of CFP units.

« In order to maximize savings, the Commercial Department launched numerous initiatives and
procedures:
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Loading an

oil tanker

- Around KD 10.73 million were saved
by negotiating submitted materials
supplies bids, contracting and services
assignments, besides adjusting some of
the agreements’ conditions.

- Around KD 20.27 Million were saved
following the unification of single-source
materials specifications, the optimal use of the
stored materials in order to fulfill the different
departments’ requirements, besides downsizing
or declining materials requested by the users to be
added to the stored ones as well as rationalizing storage
spaces rented from Agility.

- Issuing "KNPC Tenders List"™ which contained the preparation and
review of the proposed amendments on the procurement work regulation and company
tenders approved by the Board of Directors in June 2020 and was put to work ever since.

During the Covid-19 pandemic restrictions, the Commercial Department provided the
company's needs of materials, equipment and necessary services to guarantee continued
work in the process units and different projects:

1- 733 Purchasing Orders were issued.
2- Provided thermal cams, facemasks and other materials.
3- Supplied the company quarantine areas with requirements and materials.

4- Changing the materials and equipment shipment strategy and transportation from the
countries of origin into the company’s warehouses, which worked around the clock.

In line with the 2040 strategy for research and technology regarding keeping up with the latest
technology and quality control to address the operational challenges, the Research & Technology
Department, in cooperation with the Quality Assurance Department in MAA, managed to
manufacture and install 3D metal printed parts. These parts will contribute in improving the quality
of heath-exchangers and extend operational.

In cooperating between R&T Department and MAA Maintenance Department, aninitial ‘experimental
technology was launched to conduct remote equipment testing and inspection. Due to Covid-19
travel restrictions, a direct contact was remotely made between MAA employees and outside Kuwait
experts using ABB technology. Inspection services were remotely conducted, which led to reduction
of maintenance costs.

Represented by the Innovation Committee, KNPC launched a new digital platform that enables the
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employees to hold meetings and presentations through the web and the company servers. The new
platform has wide spectrum that enables the maximum number of participants to remotely take
part in these events. It is also differently featured with ability to host around 1,000 participant in or
outside Kuwait. The platform slashes down on cost and time while maintaining social distancing in
compliance with the conditions imposed by Covid-19 crisis.

. IT Department launched the digital archiving system to help the Financial Department to store
documents related to the products and sales accounts.

. Aswell, together with KPC, the IT Department started the electronic portal system for PTC tenders’
system where users were trained to operate on the system.

. IT Department is also preparing to launch the electronic signature system for KNPC contracts which
will enable the companies to sign contracts electronically using PACI's ID Mobile Kuwait.

. The company has been successfully registered in (SWIFT) system. The approval was also acquired
to grant the company the required bank ID number for PayTech Swift project. Joining this system
aims at automize and unify the payments of the oil sector companies through PaymentSafe gate
in KPC using (SWIFT) system seeking quick service, minimizing mistakes, quality and safety control,
and maintaining confidentiality, besides slashing down the odds of forgery.

« The company signed a memorandum of understanding with OAPEC in the field of oil and energy
sector research and development. The memorandum aims at boosting cooperation between the
two parties and gaining access to OAPEC research and technology database. It also seeks to develop
an integral electronic office system for KNPC to establish an integrated oil and energy database
which will help to give mutual access to the most recent technological updates.

« KNPC best practices regarding the evaluation quarterly annual report of UD engineers
undergoing (SOJT) in the HSE Department were shared with

the concerned parties in KUFPEC and KIPIC. the
Signing MOU method of the

with OAPEC

« In December 2020, KNPC Innovation
Committee organized the second
virtual Hackathon under the title
“The Refineries Challenges.” The
event casted wide participation
by oil sector companies, local and
global commercial partners and
Kuwaiti youth entrepreneurs




collaborating with the National Fund for Small and Medium Enterprises Development. In a discussion
session during the event, a number of experts in design innovation gave presentations which tackled
the basics of designing thinking, and how to apply them in the industrial organizations and showed
examples from the oil and gas sector. The Hackathon was organized at the Innovation Studio.

KNPC took part in developing and executing cooperation mechanism in the field of research and
development with the companies of petrochemicals, marketing and refining sector. This came in
line with the cooperation plan approved by KPC Steering Committee for Research and Technology
in the refining, marketing and petrochemicals sector.

KNPCIT Department launched a unified security awareness program among all Kuwait oil companies
and GCC oil and gas companies.

In February 2021, "Sharing KNPC Environment Best Practices” workshop was organized for KIPIC
Environment Team. The workshop focused on “Calculating Greenhouse Gases for the National
Reserve According to The WMO/ KNPC Approved Program/Environment Public Authority” and
lessons learnt, besides approved best practices in the field of combating oil spills.

KAFCOwas ranked firstinthe field of "Best Strategy for Change Management and Human Resourcing”
for annual nomination for talents management and preparing future leaders, which was
announced live in a virtual broadcasting from Dubai 10 November 2020.

KAFCO succeeded in developing the control system for the old
warehouse through designing, supplying and installing the
distributed control system (DCS), including related equipment
and programs. Three other tanks in the old warehouse were
also rehabilitated.

KAFCO succeeded in reducing and rationalizing expenses
through introducing different initiatives, which amounted
to KD 50,000. In addition, the reserve materials levels was

amended, which is expected to save around KD 40,000.
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Training and Career
Development

KNPC role is not limited to enhancing Kuwait economy through adding
value to the national wealth and ensuring sustainable energy sources,
but rather extends to include a comprehensive social commitment in
order to maintain the country’s prosperity and development as well as
citizens’ welfare.
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Manpower

By the end of this year, operational and nonoperational Manpower totaled 5,977 employees, with 287 drop
compared with the end of the previous year. During this year, 105 new Kuwaiti employee were appointed.

Kuwaiti staff working in KNPC reached 5,339 by the end of the fiscal year, with 89,33% of the total working
manpower, with a 169 drop in the Kuwaiti employees compared to the previous fiscal year.

47 diploma holders in refineries operation technology were appointed, in addition to 30 Kuwaiti employee in
different majors.

Breakdown of KNPC employees number and percentage by department

31/3/2021 31/3/2020

No. of Kuwaiti workforce No. of Kuwaiti workforce
Department employees No. % employees No. %
Head Office * 892 855 95.85 915 867 94.75
Local Marketing 196 194 98.98 261 257 98.47
HSE 181 103 56.91 181 100 55.25
Security & Fire 799 795 99.50 833 829 99.52
MAB 1,610 1,396 86.71 1,682 1,417 84.24
MAA 2,299 1,996 86.82 2,391 2,037 85.19
Sub Total 5,977 5,339 89.33 6,263 5,507 87.93
POWs 1 1 100
Rehabilitation ** - - - - - -
Sub Total 0 0 1 1 100
KNPC Total 5,977 5,339 89.33 6,264 5508 87.93

(*) Includes: Top Management, Legal Dept., Corporate Planning Dept., Corporate Communication Dept., HR Dept., Financial Affairs Dept., General Services Dept.,
Projects-I Dept., Projects-ll Dept., Al-Zour Refinery Management, Commercial Dept., T&CD, Management Support Dept., Risk Management Dept., Manufacturing
Optimization Group, CFP., IT Dept.

(**) POW are categorized under MAA

(***) This item includes the employees to be re-distributed to the departments according to the Workforce Optimization Study.
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Employees’ distribution according to nationality

%
No. of employees

Nationality of total manpower %
31/3/2021 31/3/2020  Change 31/35/02021 31/3;3020 .
Kuwaitis 5,339 5,508 169 - 89.33 87.93 3.07-
Arab nationals 90 13 23 - 1.51 1.80 20.35-
Subtotal 5,429 5,621 192 - 90.83 89.73 342-
Non-Arab nationals 548 643 95 - 9.17 10.27 14.77 -
Total 5,977 6,264 287 - 100.00 100.00 4.58 -
KAFCO manpower
31/3/2021 31/3/2020
Department N o Kuwaiti o oo Kuwaiti
workforce workforce
employees No. % employees No. %
Gen. Manager Office 5 5 100 4 4 100
Fin.,Admin., & Services 15 14 9333 18 16 88.88
Opn., Eng. & Maint. 32 32 100 36 36 100
Total 52 51 98.08 58 56 96.29
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Training and Career Development

Seeking to maintain its vital role and display its positive impact on the stakeholders and the rest of society, the
company carried out numerous of cultural and social activities in the service of society, be it on the human,
charity or educational level. Among these activities:

« During the fiscal year 2020/2021, KNPC held a number of courses, seminars and presentations in
different topics related to employees’ job requirements. 1,267 employees took partin 93 local courses
that were held using E- and Virtual Learning, with the cooperation of KPC/ PTC and international

companies. ———

. Numerous of courses, symposiums, presentations and training
programs were held to develop the motivated and qualified staff.
including:

. Trainingprogramfor77seniorengineersandcontrollers
from different departments. The program was
organized by the Training & Career Development
Department via MS Teams, to preparing the
participants for higher positions in the
company through introducing them to
leadership principles and KNPC policies. ‘

. Awareness sessions were held for
managers and team-leaders regarding
the implementation of the Blended d
Learning related to different learning
tools, like (training during work/ self-
learning) 1 1

. Completion of the 3rd cycle of
Talent Management program with
the participation of 20 Controller-

|
level engineers. The 4th cycle was
launched for this program on the i
level of Senior Engineer/ Senior ’
Controller with the title of "Pioneering '

and Developing Leadership.” Selection
of eligible nominees for this stage has
already started.




. 34 engineers completed their Structured on Job training this year. Altogether, 836 engineers have
completed SOJT since the establishment of this program.

« 751 participants from the technical staff of MAA and MAB followed 34 training courses using MS
Teams program. Also, 54 employees of MAA and MAB were trained under new field operators
program, 231 of refineries operation staff wo were trained on the refinery units simulation system,
185 refineries Control rooms’ operators followed enhancement program, and 185 of refineries
control room operators were trained under the same program.

. 16 engineering students from (Kuwait University, American University, other abroad
universities), 14 chemical engineering students, and 86 students in Refinery Operation
were all trained using MS Teams.

Structured on
Job Training

o

el

- , . Training & Career Development Department made an electronic draw
‘ = — todistribute Refinery Operation Technology graduates, College of the
‘g”’ﬂ‘ = Technological Studies. 54 new employees were absorbed to fulfill

‘_;,.:.-—'-""r ! ' ‘ MAA and MAB work needs. The new employees will undergo

- “' —, specialized and intensive training programs to acquire the

- skillsand technical abilities which willhelp them to perform

their tasks in high professional fashion. Absorbing the
same major graduates goes according to an annual
plan under an agreement with The Public Authority
for Applied Education & Training. Another draw
was made in February 2021 for 20 new employees
majored in Refinery Operation Technology, to

fulfill the different company refineries’ needs
. and domestic marketing as well.

. The company signed training
contracts with 138 of Refinery Operation
Technology students, College of the
Technological Studies. KNPC will train these
students for two and half years in T&CD
training centers, where they will undergo
intensive training and simulation programs
for refinery unites in addition to the students’
college curriculum. KNPC will give monthly
allowance throughout the study period provided
the student achieves the needed GPA. This reflects
the company concern in promoting the Refinery
Operation Technology graduates and providing
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them with the needed practical skills.
KNPC through this training program
aims to invest in the Kuwaiti youth and
ensure employments opportunities
after graduation, as well as fulfilling the
operation department requirement for
this major graduates who will undertake
an important and basic role in the
refinery work.

In September 2020, Risk Management
Department organized an online
symposium using @Risk program for
the Comprehensive Risk Management
System users in the oil sector. Online
symposiums and discussions with two
international companies (Risk Hive -
Palisade) were also held addressing the
latest practices in risk management.
The concerned oil sector employees
attended the symposium.

Risk Management Department held a
comprehensive training program on
the basics of risk management for 22
oil sector risk analysts. The training
program was held in the coordination
with the PTC and one of the international
institutes in Britain (IRM- London). The
22 analysts were added to specialization
certificate program in risk management
from the same institute.

Training and development is a top
dynamic activity and a priority at
KAFCO. The management fosters the
development of human element, due
to the vital role it plays in boosting
efficiency. Thus, HR and Career
Development Department took upon
themselves to plan, prepare and execute
all activities of this area. During the
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fiscal year 2020/2021, it covered all
training courses and programs as well
as paralleled events to develop the staff
efficiency as follows:

Preparing and completing self-
development  plan  for 28
employees.

Coordinating and following up the
participation of 26 employees
in local online conferences and
SYympOoSsiums.

Executing the company approved
plan of Employees Engagement
initiative with 100% achievement.

Coordinating the design and
preparation of the internal
electronic platform for learning



New recruits
under test

management, and introducing 4
online self-training courses which
were undertaken by 33 employees.

- Accomplishment of preparing
training center to absorb future
training requirements related
to current and newly appointed
employees, in addition to using
this center for the National Guards
and Ministry of Defense trainings.

- A training course was held to 18
Ministry of Defense employees for
“airplanes refueling,” in addition to
training and qualifying KAFCO 5
newly graduate employees.
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Chapter Seven

Social Responsibility

KNPC role is not limited to enhancing Kuwait economy through adding
value to the national wealth and ensuring sustainable energy sources,
but rather extends to include a comprehensive social commitment in
order to maintain the country’s prosperity and development as well as
citizens’ welfare.
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Engagement

~ with Stakeholders

Seeking to maintain its vital role and display its positive impact on the stakeholders and the rest of society, the
company carried out numerous of cultural and social activities in the service of society, be it on the human,
charity or educational level. Among these activities:

. Issuing the "5th Sustainability Report™ which states the company activities in adding value to the
national resources through supporting the national economy, maintaining the social, protecting the
environment and achieving the sustainable development of Kuwait.

. Releasing a new updated issue of “Leading Role in Refining Industry” book, which reviews KNPC roles
and tasks since its establishment in 1960 until now. The book timed the company 60th anniversary
and presented information about Kuwait pre and post oil discovery, the stages of KNPC and its
refineries. The book also explained KNPC 2040 strategy and addresses the mega CFP that is about
to be inaugurated.

« Addressing the volunteer and humanitarian work, and under the patronage of the CEO and a number
of the DCEQOs, CCD of KNPC organized the first Forum of "*KNPC Talk™ through its online platform. On
the occasion, the DCEO for Support Services underlined Kuwait as a leader in the voluntary work as
manifested by the late Sheikh Sabah Al-Ahmad, when he was given the Emir of Humanity title. "KNPC
contributions in this field undertaken by STAR Team in and outside the company sites are part of
the company values and pride,” he added. Member of STAR Team spoke about their experience and
challenges while doing the voluntary work in Kuwait and abroad.

. As part of KNPC initiatives to provide variable and distinguished services for employees, a shopping
mall and a restaurant were inaugurated in MAB. In addition to the usual services provided by the
company Catering Section, this initiative, which was welcomed by the refinery employees, aims to
provide quality multi-services for the employees of KNPC as well as the contractors.

. KNPC Media Team released a kids comic story with the title "KNPC Faces Coronavirus.” In a simple
and interesting style, the story depicts KNPC and its employees’ efforts since the start of COVID-19, in
running its operations and carrying out the projects, as well as supporting the State and society to
face the pandemic. This booklet reflects the company commitment to fulfill its social responsibility
through addressing different age groups and kids in particular. KNPC issued a series of kids'
educational stories which aims to develop awareness of life different aspects, and oil industry in
particular as it is Kuwait main source of income.
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On behalf of Sabah Al-FAhmad city, a delegate represented its families paid a visit to the company.
The delegation expressed their thanks for the company support in providing them a fuel station at
the city. The delegation honored the CEO, DCEO for Fuel Supply Operations, and Local Marketing
Manager for their efforts. The company has recently inaugurated a new fuel station in Sabah Al-
Ahmad city with 4 fuel pumps.

Employees Relations of HR Department organized the Forum of Employees and Industrial Relations
20/21 via MS Teams. The event was attended by HR representatives of K-companies. The Forum
sought exchanging experience among employees and industrial relations sections in the oil
companies that operate within the same domain. Challenges and developments facing the oil sector
in term of violations and employees’ issues were also discussed. This is the second forum organized
by KNPC HR Department in order to enhance cooperation and integration among K-companies.

Performance assessment and annual incentive system for the oil sector employees were discussed
at the awareness meeting for the Petroleum & Petrochemical Industries Employees Union organized
by the Human Resources Department.

The meeting reflects the ongoing collaboration between the oil sector and the Union in regard to
work and employees’ regulations, details of which were reviewed.

Sabah Al-
Ahmad city
delegation
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Chapter Eight

Financial Report

The financial statements incorporated in the Report represent the company
position on 31.3.2021 in comparison with the previous fiscal year ending on
31.3.2020. The total assets appeared in the Balance Sheet amounted to KD
10,005,608,362 compared to KD 9,979,442.725 in the fiscal year ending on
31.3.2020, showing an increase of KD 26,165,638.
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KNPC Financial Results for the Fiscal Year
2020/2021

Revenues

The company total revenues totaled KD 5,188,818,315, i.e. a decrease of KD 2,360,882,315 from previous year,

detailed as follows:

Description 2020/2021 2019/2020
Oil refining revenues 3,250,874,887 4,896,188,599
Gas processing revenues 1,597.433,824 1,985,758,100
KAFCO revenues 27,210,418 157,821,536
AROMATICS Co. revenues 343,283,276 498,394,986
Carwash 151,544 205,667
Other revenues * (30,135,634) 11,331,743
Total revenues 5,188,818,315 7549,700,630

* Includes interest on deposit, foreign currencies exchange, return on investment with a sister company, sale of depleted

catalysts, obsolete and deteriorated assets.

The company continued the marketing of petroleum products in the local market on behalf of KPC which
amounted to KD 465,601,482 in the current fiscal year compared to KD 581,138,427 in the previous one.
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Profit & Loss

The company operations during the fiscal year 2020/2021 revealed a net profit of KD 146,544,097 compared
to last year’s loss of KD (61,816,521).

The breakdown of the company profit & loss is detailed as follows:

Description 2020/2021
Profits (losses) resulting from oil refining & gas processing 192,888,761
Profits (losses) resulting from KAFCO activities 430,236
Profits (losses) resulting from AROMATICS Co. activities (797.612)
Profits (losses) resulting from local marketing activities 20,938
Other revenues (43,695,750)
Remunerations (2,233123)
Remuneration for Board Members (69,353)
Total profits (losses) 146,544,097

* AROMATICS Company sales profit for fiscal year 2020/2021 represents 60%.
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~Independent Auditor's
Report

Tha Sharehnlders
Kuwait National Patroleum Company K.5.C
Statae of Kuwakl

We harve audited the consobdated Ninancial statoments of Ko Masonal Peiraleun Company K.5.C. (“The Company™) and
its subs-dianas (Iogether Thir Gioup”), which comprise the consolicaind statement of inancal position as &t 31 Magch 5031,
the consoldatad sintemands of prefs or lcrs and other comprshenshve incoma, changes in oguily and cash Bows for the yoar
than erded, and notes, compeising significant accounbing polcas and olbar explanalory informaticn,

In gur opinion, the accompanying corsoldated financal stalements presen] firy, in 8l melernal respects, the consoldalsd
firanciad position of Me Group & al 31 March 2021, and is consolidated financial perdormance and s cormotidated cash ows
i B e Sy enadindd i poCOrdance with International Financial Reperting Standass IERS")

Wa concucted our audi in accordance with iemational Stendards on Auditng (TSATL Our iesponsibiliies ndes Mok
glaidaids dre furthér described in the Aindier's Responsibilites for the At of e Consolidalnd Finoncial Staiements secion
of au reparl. We ane indepencent of the Graup in sccomdincs with inlernotional Ethics Standards Board Tor Accourinris
Insornational Code of Ethics Sor Professicnal Accountants (inchuding infemational independance Standards) (TESEA Coda’)
ard wa nave Tullled cur alfwer efhical responsibiiies in accordance with the [ESBA Code, Wae balipws that the audil eviconcs
wtt Favw obdningd 5 sufficient mnd aponasate b provice @ Basis Tof e ook,

Management is responsdibe o the other infomingson. The atver infermation obbsined ai tha dale of Bis audilors reeer (s e
Board of Direcars repor included in the Gioup's dnnual report. bul doss nod Include e consalidated Snancal 3sslements
and cuf Budiier's resart thareon

Duir epinicn on the consolidabed Bnancial stlements dota not cover the otsr indsrmation anc we do nol exprass army foem
ol AESUrBNCE SOnCiumion Mhodton

b cormechion with cur oudif of thin consolidaes Tinancial S1abemanss, cur responeibity i 1o resd B ofhne informalion and,
In doing 50, consider whether the cthe: mlormation is matenially inccrssten] with the conscidnmsd financis! statéments or
aur krawdedge obtained in the audit, or ofhesvise appeas 1o bo maierally misstated

i, based cn the wiodk we have parformes on e ofhes irdormation obtained prior (o the date of this auditor's repcrl. wa
conchade thal thare B 3 matensl misstslemenl of this pihey inlermaticn, we arg heguired o rarpas heal fned Wgr-muum:-ﬁ-q
o reporl in fhis regand




Responsilities of Manageman and Thowe Charged wilh Governance for the Consolidated Financial Statomenis

Management is respeasible for the prepasation and fair presentation of he consolidaled fnencind alatemants in accardarcg
with IFRE, and for Buch mleinal contel a3 management detormines (s necessary [o anable the preparation of consobcated
firaritial statemants that sia fres from materal misstaiesnent whether dus b leasrd or sives

hmmiuhmﬂﬂﬂ&ﬂmm&m-ﬂwmuhhwhﬁmiﬂbum
B 3 GOing oonCarm, discioding, 83 spplicable. matiens related bo going concam and using the going concem basis of socounting
urilass madagement ithor interds to lguidale the Group of 1o céase opermBons, or has no realistic allemative But o do £6.

Thase chargod with govemance ane responsibia for ovemeeing the Group's firancial reparing process.

Audilon's Respomsibilitlos for tho Audit of the Consslidated Financisl Statsmeonts

Qur abjoctives s 10 obtain reascnabie assurance about whothor the conscidated Inancial stalsments 38 a whole ore fise
&mmmmmn.mmhhdmum.ardhmmmmmmw:tdummn
Roasonable assurance is a fgh level of assurance. bud is nola guamntos hat an swdil conduced in accordance wil 154 will
alaays dotect a matedal misstatement whan || axisis. Missistements can arss from fraud of smor and are conkdsed mabsdal
i, indiddually o in the aggregate, they coulkd reascnatly bir expactod 16 inBuence The Bconomic Jecisions. of Usms (ke on
B basis of thase consclidaled firancal stalements,

Jumﬂwnﬂhmm:anmmmm_mumnmmﬁmwmmmmmmmml
i Audil We alsa:

kdenlify and assess the nsks of maledisl misstatenent of the consolidsted Eaancial statemonts, wheher due (o fud o
BiTCe, Cosign and perferm Judil proceduret renponsiag o Fhoso risis, snd oblamn audil evidence thal is suflicknd and
-pwnpnmhp-m'm-uMuhww.mﬂuhdrﬂmrulmmnumuummwumfmmhmh
Righar than for one resulling from error, a5 fraud may invohve aoliusion, forgery, Intenticaal omissicas, misrepeessoniations,
of tha owarmide of indernal coninal,

- Dbtain 8n understanding of internal conirol rolovant to he aud in order t desygn audil procedures thai are Appropriate
In the dreumstances, but nol boe the punpose of copressing 80 eotnicn on the ellectveness ol lhe Group’s inlcrmal cordrel,

Evaluaio 1he oppeepiateness of accounting poicies used and the reasonablensss of accounting exlunales ard reiaind
disclosurns made by mansgement,

. Cmﬂmmunmmunmmmmw&udmmmmqrmmm,hamnnum
MMMIWWHMJWMWNMHMMMLWMWHHHM
on the Groups abilily 1o conbnue 36 0 goeng conznin. If we conchuds that a maierial wcenamly axdsls s e reguieed 1s
draw amflerlion in Cur Bucdor's repor fo the roladod disclosures i the conscicated financial stalsmaonis or, I such
distiosures are nadequade, o modilfy our opiron. Our canchisions ane based on the sudd evidence obesined up B the
MHMWIWM.MWMWMMM“WHWHI:-I:l'ﬁﬂlﬂilm
MR

= Evaluate the overall presantation, sischss and contont of the conschdated finarcal stalements, including the discomnes,
ang whednad the consolidaled financal stakments reprassnl B urdsdlying Wansachons and swenis in & manner thal
achieves Lair presantation,

Obtamn sutficion] appropriabe aud evidenon reganding the Anancial infarmation of By eriies of busness noehiles wishin

Iﬁaﬂl‘ﬂmI:uxnunmnphmmmunr-dhmhmmu.ﬂummﬂuhflnﬁmm.m
&nd peommance of fw group awdil. We romain solely responsibls for cur audit opinkn,

Ve communicale wilh thosa charged with governance regarding, ameng ofher maltors, the plarnad scope and Bming of the
it and sigificar sucs findings. inchuding &y Sgnificant dofcsencies in internal control that we idontify during our audn
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Foport on Other Lagsl snd Feguistory Requinementy

Vi lurthisr ispost that we have olbitained the informaation and caplanations ful we reguined 1o the purpose of our st ard the
contolidried Saancial stalermants include Bhe information requined By the Companies Law Mo, 1 ol 718, &8 smenced. and 15
Exnoutrve Regulations and Fu Company, s Memorandum and Afbll of Associalion. In o opinicn, proper boaks: of accour
have bogn kepl by the Company, 8 inventony oount wids caried oul in socordence with recognised procadurds snd the
accouning infarmation given i the board of deeclors' iaport agroes with Me Bocks of acopunts ol the Company. Wi have not
bocamd sware of eny volsbions of the provisions of the Companies Law Mo 1 of 2018, as amended, and its Exacutive
Requiations, o of the Company’s Memoandum and Arficles of Associabion dusing e yeor endod 31 karch 2021 thal might
have had & maleria! ffec] on the business of the Comparny or on its consolidated Hrnrcial Aomiton,

Sali A Al-Mutersa

Licerse Mo 128 4"

of KPREG Safl Al-Muiawa & Pariners

Member firm ol KPMG Intémasonal Hurmmit: 11 My 2021
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Kuwalt National Petroleum Company K.5.0.
andl its subsldiaries L s TV YR Y
State of Kawait KNPEC —

Consafidated statement of profit or loss and other comprehensive income

for the penr encled 38 Marck 2021
21 2020

Mote KDpoa KL
Rovenue b 5,276 588 T.598,752
Cost of sales 6 (4938,344) (7,503, 164)
Gross profit 335,204 05 58
Cenaral and admmistmirve experscs H [, 154 ) (155.904)
Cther income L] 9,300 .73
Prowisson {charge) r write-hack ¥ (1,773 3944
Share of resulls of mvestment in o jeint vembare 10,234 16,943
Finance costs 75,959 16.213)
Firanee ineome 3as2 8,964
Foreign exchange gain / [hex) 22,746 {16,104
FProfit / {loss) before hoard af direciors’ remoneration and
[H T 146,140 {45,035)
Roard of direcion” remuseration (128) (129)
Taxes related 1o 3 sishaiciary o - (553
Profit / (loss) for the year 146012 (45,730)
Diber comprebensive lncome | (hoss)
frewns that are or may be reclanified subsequentiv fo profic or
feoxs
Forengm cumency trenalation diferences (20084) 5617
Other comprehensive (loss) / ncome for the year (20.084) 5617
Total comprehensive income ¢ (losa) for the year 125928 (40,113}
Profit / (lass) sttribistalle to:
Sharcholders of the Company 1 k6. 544 {1817}
Non-condmtling interosis k. (533) [ 6087
FProfit / (loss) for the year 146012 {43.730)
Tatal comprehensive Income | (loss) antribatabbe ta:
Sharcholders of the Company 141882 158,447
Nem-controlling intoresss 25 (15958 1334
Total comprehensive income ! (loss} for the year 135 938 {40.113)

The acoomypanying notes form an integral pant of these consolidated financial sements,
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Kuwait Nationsl Petraleam Company K50,

amd s subsidiaries
State of Kuwait

Comsolidated statement of financisl position

iy @f 34 March 2021

03l b kL)
ke TN WY KDy
Assels
Property. plang and equipment M i, VAR G5 6,503 30
Ertangibde asaris ¥ RT =T
I'qi.l-ul'-uu.uau i J[iRE] | 12253
Eﬁﬂdﬂm .l'i 21,265 13616
calsen! m a jowml venkare I A6 BZT it
Revenable from the Paromt Compasy i 152, 6o lmg,gg
Nus=curmeal gt _ hARISTS fAR4 157
!mul.l:-riu_ I 143 42 AL 1R
Temde soccavabics i 3T P TLY
This fevin redated parties e 2123 84 | Ak 341
Fundy bekd by the Pases Comsguny 18 144,337 4T3
Chber receivables and propayments 3] 10,77 03 EER
Tenn deproning 0 73 172 bk
Canh s cash copaivalenis & £ 657 BaR&L
Amcts held for sale 2 39,780 20584
Currest assiis 3341501 4115385
Tl sarta 10, 'il-l'.i?'.lll-l-]-
Equity and labilties
Share capital .l § 150G 0 | SHT ¥
%I-ﬂ#ﬁ'm M 187 G0 182, 4K
Forcigm cunency ranslston reserve LETA] 15,105
Aonarralated boomes i128,388) {274.532)
A O 0N TedaTve 1 T 06
Subs todnl _ 16TH 1 1,556,770
Mon contrling inseeein 24 [E1E 172978
Tadtal copuity 1,15 ks 1,708,737
Lz and borromangs M 1,935 T PARY LA
" ond of wervice bencdine I %73 423913
Fruancing received feonm (he Panonl Company 4 500G 45119%
Peferred paymasts {8 - 7183
st hatuhties I 9 iy 11414
Mam-current labili G 355247 T 354759
Lot sl bon i 2 SRR AEE 2119
Ehefermed panments ¥ 541 T1.402
Leasa habaliles 14 1,734 1,503
Tende 17 4 TI7
ey payables and scerualy 28 EL R AP
e 10 redated pasties " 18,525 18,553
Cwrrent llabhbites Bl
Tartal labilicies 169,971 8 360 ARE
Totall cquity and liabiities 110,003 S0k 3070441
The: seeniinsdfing notes form mn iniegral part of these cosaliduied fmun il sLsimmomts.
= e N
Ham#a Abdiillah Raklah Walerd Al-Bader
Chalrmas Chalef Executive (Micor
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Consolidated ststement of cash flows
Jow the vear ended 31 March 2621
. el 030
N KD e0n
Cash Aows from operating activithes : g
hmhl:h?ua B:;"Ihn year befiee boand of direciney”
romuneratics imd axe L, 140 4%
Adfurtmari for: i
Diepreciation of property, plant and equipmene i vl B 98,724
mpuumnnfnﬂu-ud‘mm i+ 3,197 4, TER
Provesion charge / (write-back) o i,774 T
Amorisation of intangibic assets E] 1568 3215
Mumﬁwﬂm i 13653 11.5%%
Share of reaults of mvestieen: in & jount vennare (RO,234) {16257
Gulﬁ_-d:n{mmr.phumﬂup:pnﬂ 60 2281
Provisson for employees” end of wrvice bonefits b 43 (33 203
Finance meome (3452) RS
Finance costs Th 5R 623
Ll RF] 0
Chomgper én; e
- imveniogiss (232.054) 131.744
= trade rocoivables . {627y 62451
+ dae feom related pastics (235.841) (243,137}
= other reccivables and prepayments (LOBEIH 14,73k
= omde payshles 335 (1,1E5]
- mmﬁhmw (55.B77) (154131
= due bo nelaned pasties (58
Cash flowe from operations 35342 33354
End of srviee besefin pand n (75 995) 43
Net cark Fows ised in operuring sctivines 36651) {10, 208)
Casli flows from invearing sctlvithes
Turchase of propety. plant and equipisem I {145 20%) (455,793)
Proceeds om sale of property, plant e equigmeni 17,153 1425
Ful.:mm nt:-tll[m I2 121, 302 {00073
mavement i term doposils 135,565 71874
Davidend recesved 17,5k EL e
Inbevest imcosme tooeived A2 8,544
N caanh floner wsed i imvesting activifies T A4S (347,701}
F::h flows lrom financing soivite
roconved [rom the Parest Cospesy 504,035 612,03
Fepaymmen of loans -d_h-ﬂrm'uip (456,057 {3R2 03]
Payman of lemse linkiliics {4 {8, A0E) 4.7
[etermed panenenm 79 PhE 143)
et et paied _(Tsuse) {ef]
Nef carh fons from financeg aceivitie (LS 414} EED, b4
Nei change fn cash and cash equivalenty [134,616) {207, 756)
Cask and cunh equivalenis ai begimning of the year HEHIT T AT
Cash and cush equivalents ai end of the vesr M 41399 SEg0

e sccompanying potes form an inegral part of these consolidaied financial patemenis
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Maotes to the consolidated Mnamclal statemends
Jor the vear ended 31 March 2021

Repariing entity

Kuwail National Petrolesm Company K.S.C. (the “Company™ or “ENPC™) &5 a Kuwaiti ahareholding
company csablished in 1960. The Company is engaged in oil refining activities incheding the man feciuring
of liquid petrolosin e ‘The address of the Company's registered affice i 0. Hox 70, Safi L3001, Kuwwait,

The Company i & wholly cwned sabsidiary of Kuwait Petmleum Corporation (“the Parent Company™), whick
is wholly owmsed by the Covernment of the State of Kuwait,

The Company buiys crude ol and feedstock from the Parerd Company for refining and sells the refined
procucts primarily 1o the Parers Company. Prices for thess transactions are delenmined in accondance with a
supply agrecment between the Company and the Parent Company.

The Company also distribubes petroleum products within the Stase of Kuwail on hehislf of the Parent O
in additien 10 providing other fuel eation ancillary services. Approximately 92% (2020: 91%) of the
Company s reveniso i earped from the Parens Company.

The consolidred financiol statements comprise of the Company, its equity nocounted investee acd fis
subsidiarics (topether referred o as “1he Croup™),

These consolidated financaal satements were approved and autharised for lssuance by the Board of Disectors
on 27 Apl 2021 and are subjoct o approval of the Parest Company ot the Annual General Assembly, which
has dhe power 10 amend thess cansolidsied finascial staterments pfter oannce,

A lisz of significam directly and indirectly owned subsidiarics and the equity socounted invesies sre as
forl |

Canntry of

Name of rutity _Incorporation  Priscipal business  Pereentage of owmership
ey | 200

Sabaidiaries
Kawai Aviation Facllieg Company., . 3 :
Sode Propeistorship, (K AFCO") Kewa Aviazion Fuclling i 1004
Kiswan Apimaties Campany K.S,C Mssslscrring snd wlling
(Closed ) (K ARD™) W of Anoeasiis A it
Subsidiary held througl BARD
Kuwast Parasyviens Production Slsnudficiuring snd selling :
Campamry K. 8.C, {Clesed) “KI'PC) K of Apomatics W %
Joint vemture held ihrosgh KARD
The Kimas Stypone Compeny !
KSC (Closed) (“TKSC orthe  Kuwai e b 5.5% §7.5%
Jednt Yenture™} Y
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z.

Basis of preparation

a)

by

b

2]

Basis of .
The consoliduted financial ssatements have been prepared in sccordance with the Intermationa! Finascial
Reporting Standards ("IFRS"), the requirements of the Companies Law No. | of 2016, a amended, and
its Executive Regalations, and the Company's Memorandum and Articles of Associntion and the
Ministerial Onder Moc 18 of 1990,

Basix of measurement.
The consoliduted financinl stulements have been prepared on histovicnl cost basis.

Functions! snd .
Thrmtﬂudﬁﬂm:hlmmprmudmmn[ﬁﬂu,w&hhﬂufmm

of the Company, All financial information presentod in Kuiwaiti Dinars has bees rounded 8o (ke nearest
thousand.

Lisg of estimanes and judgements

mmﬂwminmwﬁﬁsmmmm
judpaments, catimates and assumptions that affect the application of sccounting policies and reported
amounts of assets, llabilities, meome and cxpenses. Actual results may differ from these estimaics,

Estimates snd underlying sssumptions zne based on historical experience and various other Exctoes that
are believed 1o be reasorable under the circumstances, the resals of which fosm the basis of making the
pudgments about the carrying value of assets and [abilitics that are not readily appareni {fom other
BTG

Estimaies and underlying asssmptions are reviewed on sn oagoing basis. Revisions lir mocounting
mhmm:::rmpﬁ:ﬂh:h:pn-iudthfhﬂrmJnmilmvhmihbem-idmnﬁmmlylhu
period or in the period of the revision snd funime periods i the revision affects hoth current and frtare
Pemiils.

Enformation. abcul significant aies of estimation uncertainty and critical padgments in
scoounting policies tha hive the most significant effect on (he amounts recogrised & the cansolidsted
financial stateroents are desoribed in Note Yph

1 —

A number of anendments 1o sandards asd mterpretations are effective for aanual periods beginning
on | Apsil 2020 s bedvw, bait they do not keve material effect on the Group's consnlidated financial
slaterments,

Amendments to IFRS 3 Definition of a Business;

Adoption of profit mte benchmark reform (IBOR reform Phase 1);
Amendments fo IAS | amd IAS 8: Definition of Material;

Comceptual Framowork for Finamcizl Repaorting 1ssued on 29 March 2015 and
Amendmesis to IFRE 16 Covid-19 Rebsed Rent Concession.
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A Significant sccounting policies

The sccounting policies wel oul below have been applied comsistently by the Group to all periods preseniad
in these comsolidated financial statements, except a5 disclosed in note 2e) above.

0} Basis of consolidation

i,

(118

iw

Huzimess cormbinations of entitfer wader common conpral

A busipess combination involving entities or busincsses under common control is 5 basiness
onenhenation in which all of the combining entities or businesscs are altimately controlled by the
same party or parties bath before and afier the besingss combination, and 1hat comeal i oot
trumsitory. The assets ard linhilities that the scquirer receives in the acquisition are scoounted for at
the acquiree™s carmying amoust on the acquisition date. The difference between the emifyang dmoant
of the acquired net asets pnd (he comisderation paid for the scquisition (including the 1otal pomina
value of shares isssed) i recognised as other reserves in the consolidated siatement of changey in
equity. The acquisition dale is the date on which the sexuiter effectively obtains control af the
Btguiree,

Sulwidiarior

Subsidiaries are entities controlled by the Group. The Group controls an enlty when i = exposed
10, or has righis to, variable returmns from s involvement with the entity and has the ability wo affeci
1kose retarns through ils power over the emiity. The financial statements of subsidiarics are included
in the consolidsted financial stascments from the date on which control cammences until the dste on
which control cesged

Accowmring pericd of a subsidiaey

The fnancsal vear end of KARO &= 31 December. For e purpose of the conwlidated financisl
staternests of the Group, 31 December 2020 consolidated financial sivements of KARCH have been
ulniaﬂlipiﬁnmmﬂmumnuﬁehﬂwmlb:clmhgdnmmimlw FoARCE and the clesing dase
of the Group have been adjusted for accarnlingly,

Nem-panralling fmeresis (00T

KT are mensured at their proporionate shere of tbhe ncquirce’s identifiable sl assets at the

acquinizan date. Changes in the Giroup's interest in o subsidiary that do nod resull in o lnss of eontro]
are accounbed for as equily transsctions

Loss o contrel

When the Group loses control over a subsidiary, i derecognises the sssets and Labilities of ihe
subssdanry, snd any related NCI and other components of equity. Any resulting pain or boss i3
recognised in the consolidated stalement of profit or koss and other compreliensive income, Ay
imtemest retained in the fonmer ssbsidiary is meanered 2 fair value when control s ks,

Tramamedfenay eliminated an consolidanon

Intra-group balances amd transctions, and any wnecalized incomse and expenses ansing fom intra-
group trangactions, are eliminsed. Unrealised gains arising from transactions with equity sccounbed
investees ate eliminaled sgninst the iBvestment 'o the extend of the Growp®s interen {n the investes
and unrealised losses are elintinated in the same way as unnelised gains, bat oaly 1o the extent that
thems is o evidence of mpaiment.
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b Invesisuent in 8 joint verture

A joied verlice is & joint arrangesneed wherchy the partics thm have joint control of the sreagemcnt have
rights b the net assets of the joint amangerment. Jolm control & the contractusslly apreed sharing of control
of an amangement, which exists only when decisiors about the relevant Ectivitics require umsnimon
comsend of the parties shasting control,

The resalts and asselz and liabilides of joini wentures are incorporated io Uiese financial statements ssing
the equity mothod of scenunting, exoept when the invesment i clacsified a5 hebd for sale, in which esse it
is accounted for in secondance with [FRS 5,

Under the equity method, a joint vesture is recognised initially in the consolidated stement of finencial
position 2 ooat and adjosted ihereafter o recogmdge the Group's share of the prodl or boss and olher
comprehensive income af the joint venture. When the Group's share of losses of a joini vemiure excends
the Group's interest in that joint venture (which includes sny long tevm interests that, i substance, farm
part of the Group's net investment in the jolat venture), the Group discontinues recognising its thane of
fiurther losses. Additional Josses sre recogeised only to the extent (hat the Croap hes incurred legal or
constractive obligatives or made payments on behalll of the juini venbure.

A jerint ventre i scccusted for wsing the equity method from the date oo which the investes beeomes &
joisd venture. O sequisition of the invesamen in a jeing ventizre, any excess of the cost of the investment
over he Grosp's share of the met fair value of the identifishle nesets and Habalities of e invesee is
recoguiscd i goodwill, which is inchaded within the carrying amount of the investmens, Aay cxcess of the
Cerop's share of the net fair value of the identifiable ssscts and liabilities over the cost of the snvestment,
after reasseisment, is recognised immediately in the consolidaicd statemens of profit or losy and other
compre benkive inconse in the penod in which the investment. is soquined.

The requircients of 1AS 36 are applied 12 determine whether it is mecessary 1o secognsse ary impaimment
boss with respeci o the Group's investment in & jodnt ventare, When necessary, the entire caITying amosnt
of I investiment (issuding goodwill) it rested For impairmen in scoondasee with TAS 36 45 & single &esct
By comeparing its recoverable smoord (pher of value in use snid Fuir valuo bess ooat of disposal) with s
carrying amnenl,

Mymmmmmﬂnmﬂmﬂw“ymhﬁnﬁngmﬂlﬂmm:m af ke

carrying ansownl of the irveamenl. Amy reversal of ikst impainment o i recogrieed in occondance with
LAS 34 to tbe exteat that the recoveranle amauet of the mvesiment subsoquently increases,
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The Growp discontinnes the use of the squity method from the date when the investment ceases
be be @ joint ventare, When the Group nelaing an mecrest in the former joiet venture and the
retained inicrest is & financial asset, the Group mcasares the relained interest at fair value sl
that dwie and the fair valee is reparded o its Fair value oo imitisl recopndiion in secondance
with [FRS 8. The difference between the carrying amount of  joint venture af the date the
equity methed was discontizued, and the fuir value of any retained imerest aad any proceeds
from dispasing of  part interest in the joind vendure it incloded in the determination of the
B or Joss on disposs] of the jairt ventuee, In sddition, the Groap scoounis for all amounts
previously recognised in other comprebemsive income in relation to thas join venture on the
same basis as would be roguired if that associate bad direcily dispesed of the reluted sssets or
lisbilities. Therefore, il n gain or loss previcusly recognised in oiber comprebensive ncome
by that joint venture would be roclassified o 1he consolidated salement of profil of less and
other comprehensive income an the disposal of the relmed assets or linbilities, 1he Cimoup
roclessifies the pain of hoss From equity 1o the consolidaned statement of profit o boss and other
comprehensive income (ak a reclasification adjustment) when the joint vemtane is disposed-
off. When the Group rodeces its awnership isterest inn joint venture bt ke firoup continues
v uee the equily method, the Group reclassifies 1o 1he consolidsted statement of profit or loss
ard piiver comprehensive income, the proportion of the gain or Joss that had previcusly been
mmuﬂbmhmmﬁnhulm:wmhﬁmmﬂmmﬁdhinunmup enberead |1
thal gain or boss would be reclassified b the consolidated statemem of profit o loss asd other
comprehenzive income oa the diiposal of the relaied assets or Habilities

When & group culity ransacts with a joint vesture of the Group, profits and losses resulting
from the mansactions with the joint venture are recogmized in the Group's consobidated
finemciad sianemcrts anly io the exteni of Mithens in the joird venbure tha are nol relsed o
the Giroap,

The consolidmed finamsial stmtements of the equity sceounted imvestoes are prepared for the
year ended M December, accondimgly, adjustments are made for the effeets of tignificant
transactions of events fhat occur between that dase and the date of the Growp's consalidated
financial sutements. Where secessury, sdjustments ane reade 1o bring the accounting policies
in line witl these of the Group, Dividend reccived From joint venbares are seduced from ihe
carrying valug of the mvestment,

Property, plant s equipmens

Propeny. plant and equipneent are siated ot cost, et of sccumulsed dopreciation ssd
accumulated impatrment losses, if any. Swuch cost iecludes the codl of replacing pan of the
praperty, plant and cquipment and botrowing costs for long-derm constraction projects if the
recigrition criteria are met. When significant parts of properiy, plam and equipment are
required 1o be replaced of imtervals, the Group deprecisles then separmely hased on their
speocific weeful lives. Likewise, whon o mujor inspection iz performed, ils cost is recognised in
the carrying amount of the property, plant and equipneent as a replacement il the reoogeition
critevia are salisfied. All other repair and mninicnsnee costs are rocogrised in the consolidated
statement of prodit of [oss and other comprehemie income =5 mourred

Deprecistion is recognived in the consobidated statement of profil o loss and ather
comiprehersive income om o struighi-lise basis over the estimated useful fives of cach part of
ui ivemn of property, plamt and exquipment. Leased axsets are depreciated over the shoster of the
lease term and their sseful lves undess it is remsonably cemuin that the Groap will obeain
owisoribap by the end of the fese verm.
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di

The estimated usciul lives for the current and comparative year are as fidlows:

Taonks, pipelines and jettics 23 yeags
Flart and machinery 5w 23 yoan
Buildings and facilities 25 years
Viehicles and transportation equipment 5 yean
Insurance spares 25 years

Frochold lend and asseis under construction are nol depreciated.

The assets residual vahues, usefial Hves and methods of deprecintion are reviewed ni cach
reporting dane, and adjusted prospectively, if appropriate.

Asgsets in the counse of comirocinn are carried ot cost, bess any recopnised impainment boss. Cost
includes all capsial costs in accomdance with the Croup's accounting policy, Assets under
constuction are transfomed 1o the related assets under propenty, plant and cquipment when the
underlying project is substantinlly completed and the related asset is brought ino use.
Deprecintion of these assets commences when the nsseis are ready For their intendod use as
detenmined by the mansgement.

An item of property, plant and equipment and any significant pan initially recopnised is
derecagnised upen dispasal or when no future economic benefits ane expected from il uee o
disposal. Any gain or loss anising on derecognition of the asset (calculated as the dilTerence
between the net disposal proceeds and the camying nmouni of the nsset) i inchuded in the
comsolmdated stalement of profit or loas and other comprehensive income when the asset is
derecognined.

Intangiohe g
Intangible assets that sre sequined by ibe Group and heve finite wsefal lives sre menssiped at
ooat hess sccyanrulated ansorisation and any sccumulated mpairment loises.

Subsequent expendilure is copitnlised onby when it increases the fislure economic henelits
embadied in the specific asses to which it relates. All other expenditures arc recognised in the
conslidated statement of profit or loss aed other comprehensive income as mcamed,

Intangible assets consist of techaology and licenses for the manafacture of henpene and
paraxylene, and resorvation nght fees for the right of wse of the utilities and infrastructure
facilities developed and owned by EQUATE Petrochemical Compary K.S.C. (Chosed)
MEQUATE )L

The imtnmgible assets are amortised on o strabghi-lie basis over their estimated usedul lives
which is determined by the managenvent as twenty-five yean, excepd for reservation right foes,
which is snentised aver the period of tweaty years. The estimated usefis] Hives, resicual valoes
il amoetisation methods are feviewed at each venr emil, with the effect of any changes in
estimate being accoumed for on & prospoctive basis,
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L]

The Group reviews the carying amounss of its tangible snd intangible asscts 1o dslermine
whether there s any indication thas those assets have suffered an impairment loss, IF asy such
indication exists, the recoverable amount of the asset bs cstimated in order 1o detérmine the
extent of the impabrment koss (if any). Where if is pot possible to estimate the recoverahde
amousd of an isdividual assce, the Group estimates the recovernble amouny of the cash-
gememtleg anit COGU™) o which the asset bl omgs,

The recoverble amount of an asset or CGU is the grester of its vabue in upe and its Guir value
bess costs 1o sell. I assewsing value in use, ihe estimated future cash fows are discousted o
their present valee using & discount rate that reflects currest markel asscssments of the time
value of maney and the risks specific 10 the assel or CGL, For the purpose of impairment
uﬂhu;m&unmhwmdiﬁmwﬂcwwmdmﬂhimlhznlﬁm
of pascis that gencrates cash inflaws from continuing wse that arc largely independent of the
cash inflows of ciher nasets or CGLU,

Impairment losses are rocognised in e consolidated statement of profit or bess and olher
comprebensive income. Impaiment losses recognised in prior perinds ane piseised 8 each
reporting dste for any indications that the loss has decreased or mo longer exisis, An
impatrment boss is reversed if there hus been a change in the estimates uesd 10 determine the
recoverable nmownt. An painment loss i eeversed oely 1o the exienl thet the aswes"s camrying
amount does not excood the carrying smount that woald have been deformined, net of
depreciation or amontisation, if no impairment loss had been recognised.

A reversal of an impairment loss s recognised immedimely in the consolidated siscment of
prodit or loss aed other comprehensive income.

Leases

Al inception of 2 conirsct, the Group assesses whether & contraet ts, or contnins, a lease, A
conradl i3, or comting, a bease if the contrmct conveys the right to comtrol the ui= of an
ideiilifimd asset for o period ofime in exchange for considenmtion. To assess whether & coptract
conveys the night Io costrol the use of on identified asset, the Group uses the definition of a
lease in [FRLS 16,

As n lessee

Al commencernent or on modificaiion of & contract that contains & loase companenl, the Group
nilocates the comsideration in the contract to ench bexse compenent on the basts of ils relative
stapl-alone praves,

The Giroup recognises & right-of+use asset and a lease liability af the lease commencement
date. The right-of-use asset is initinlly measured at cost, which comprises the initinl smount of
the Jease linbility adjusted for any bease payments made m or before the commencement date,
plus any initial direct coxts mcurred and an cutkmae of costs o dicnanile and remove the
underlying asset or 1o restore the underlying nsset or the site on which it is locsied, e nry
len=e incentives roecaved.
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The right-of-use asset is subsequently deprecinted using the straight-loe method from the
conumencement date to the end of the lease term, unless the lease transfers ownenhip of the
underiying assci 1s the Croup by the cod of the lease term or the oot of the right-of-use asse
retbects that the Group will exercise a parchase option In that case the right-ol-use asset will
be deprecinted over the useful life of the underlying msel, which is determined on the e
basis as those of property and equipment. In addition, the right-of-use asse] is periodically
reduced by impaimeent losses, if any, and adjusted for cenain remessurements of the lease
Tinhikity.

The lease lishility is initially measured #1 the present value of the lease paymenss that are no
;ﬂHnlh:mmmmMndwdudngﬂnimmmimplith in the bease ar, if
1has race cannod be readily determined, the Group's incremental borrowing rate. Generally, the
Limap uses its incremcnial borrowing rate as the discount mie,

The Giroup determines its ineremental bormowing raite by oblaining imleres: rates From varios
external financing soarces and makes adjustments 1o reflect the tesms of the lexse snd type of
the asset beased,

Lease paymnents included in the measurement of the leasc lability conprise the following:

- Fixed payments, including in-substance fixed poyments;

= Amounis expecied to be payable under a residual value gusmnies; and

= Paymests in an oplional renewal period if the Group is reasonably certuin ko exercise an
exiension opthon, and penaltics for early lemmination of » lease unless the: Giroup &
teasonably certuin ot 1o verminate carfy.

The lease lishility is measured at amartised cost esing the effective interen rate method. 1 i
remeasied when there is a change in fisture lease payments ansing from & change i an index,
or ratc, 1 there is a change in ihe Groap's estimate of the amount expected to be paynble under
a resddual value guarantee, if the Group changes its sssessment of whether 5 will exercise o
purchase, extension or termination option o if there 15 a revised in-substance fixed Jease
payment

When the lease linhifity is remeasured in this way, & comesponding adjustment is made 10 the
carrying amoust of the right-of-use ssset, of 15 recarded in the consolidated statement of profit
of loss and other comprehensive income if the carrying amount of the right-of-use asset has
been reduced tor mern.

Shiort-tes begves mnd leasex of lowevalue aviets

The Giroup apphics the short-term lease recogmition exemption 1o itz shor-term besses (e, those
leases that have a lease term of 12 months or less from the commencement dste and do not
coatain a purchase option). B also applies the lease of low-value assets recognition exemption 1o
leases of office cquipment that are considered of low value. Lease payments on short-term lenses
and leases of low value nsscts are recognised as expense on o siraight-ling basis over the lese
e,

Significant fedgement in determining the lease ferm of coniracts with resewal apsions

The Ciroup determines 1be fase term as the nen-cancellabie lermm of the bease, together with any
periods covered by am option 1 extend the bease if it is reasonabily certain o be exercised, of Ty
perinds covered by an option to lerminabe the lease, If it is rensonably certain not 10 be exercised
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h}

ncﬁmpnmﬂujndmmlhﬂﬁummﬂmhhmﬂiymmh o exercise the
option to rencw. That is, it considers all relevant Eactors that create & economsc incentive for
hhcmlmhmﬂ.hh:hmmm.h&mmh]mm
if'the=e is a significant event or change in circumstances that is within its control and affects
it ability 1o exercise (or not 1o exercise) the aption 16 renew (e.g., a change in business
strstepy ),

lnvenionies

Refined peroleum products am valised ot the lower of cost and net renbisable value, Cos i
caloulated om an individual product basis, uxing the cost of erude ail and matired gas supplicd
with an allocation of processing cosis and overheads to ench product based on their relative
miarket values. Net realisable value represents selling prices in accordance with the wpply
apresmion! with e Parent Conspany (Noe 17 less all estimated costs of completion and costs
neceszary 1o make the sale,

Aromnlic products arc stated at the lower of weighted average cost and nel realisable value,
The cost of Nnished products mcludes dinect materials, direct lbour and flxed and wvannble
manutscturing overhead and other costs incurred in bringing invemaries to their present
bocatwn and condition. Net realisable value is the estimated scliieg price for inventore: i5 the
erdinary course of husiness less estimated costs of completion and sclling expenscs.

Crle oil, chemicals and other mventories are valwed af the lower af coml and nef reabisable
value after recogrsing doe allowance for obsolete or slow moving items. Cost is determined
using the weighted average cosl method. Mot realisable valuc is hased on csimated

Sparc pans and supplics mainly used in operations are vabued &t lower of cost mnd et realisable
value. Cost is determined using the weighied average cost method. Provision is made for slow
moving Hems where nocessary and is recognised in the consolidated sutement of profit or loss
and other comprebensive income.

Defizrred cxpemscs

Deferred expenses primarily comprise of catalysts and sre amonised on a straight-line hoxis
over thor estimated usefisl lives.

Fiaosial ins

Bevogmiion and foital meanmessar
Financin] asscts and finarcinl Kabilitdes are initially recognised on the trade date. which is the
dase on which the Group becomnes o party to the contractual provisions of the instrument.

Financial assels seud Mmancial lisbilities: a1 fair valpe theough profi or loss sro utially
recogniscd at fair value, with tramsaction costs recognised in the consolidated stricment of
profit or loss and ather comprebensive inccine. Financind asscts and financial liabsities not gt
fzir valwe through profit or s are initially recogrised ot fur value plos transaction costs that
nre directly sttributable to their ocquisition o e
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Clazsificetion aad measicremens

Finoncial msscts based om the business model for managing the nsseis and the msset's
ennlrachan! lesmns, are measurod at cither;

Financial nssets carriesd of amoeniied cost; o
Financial assets camied af fuir value through other comprebensive imcome (“FVOUT™) or
*  Financial assets carried of fair viloe throsigh peofit o loss ("FYTRL™).

Flaareds! axanty carried af amarrised cad

A financial asset is measured 31 amonised cost if it meets both of the following conditions 2nd
s not desiprested as st FYTPL:

# i held within a business model whose abjective is to bold assets 18 collect contraciual
cash (lows; and
* s contractual torms give rise on specified dates to cash flows that are solcly payments of

principal and ingerest om the principal amoust owtsanding.

Fumnceal assets st amenissd cost s subsequently measared using the effective imsercat rae
method (EIR) and are subject 1o impoirmest. Guins and losses are recognised in the
coneolidated sistement of profit or Joss and other eomprehensive moome when the asset i
derecognsed, modified or mpaiced.

Brriness model assessament

The Group determines its business model at the beved (hat best reflects how it manages groups
of financial assets w0 ackieve its basiness objective. The Groap's basivess mode] is not assessed
o an instrument by instriment basis bat ot a higher lkevel of apgregated postfolss and i5 hased
on i e of sbservable facioes. The informotion comsidered inchudes:

*  The nsted policies and objectives for the ponfodio and (he operntion of those policies in
practics;

= The rsks (hal nffeet the performance of the business model (and ihe fnorcin) pssets Bbeld
within that busioess meodel) aml how those risks are managed; and

& The frequency, volume and timing of sales i prior periods, the reasons For gach sales and
its expociations about fulure sales activity.

The business model assessment 18 hased on reasonably capected scenarios without taking
WOrs! case’ of 'Siress case” scenarios ioto sccount. If cadh flows afler initial recognition are
realised in a way that is different from ibe Group's onginal expectations, the Group does not
change the classification of the remaining financial msets held in tha business moded but
incorpomies such mformation when assessing newly originated or newly purchased financial
azsets poing forwand,

dsrgmsmiens of whenker comtraciucl canh Tows are sefely payments of principael and Ineress
o "the SPPF pest p

For the purpose of this assessment, principal is defincd as the fair value of the financial psser
at imitial recognition. Interest is defined ns considerntion for the tme value of money and fos
the crodit risk associated with the principal amount outstanding during parriicular period of
time and for other hasic lending risks and costs, as well a5, a profit margin
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In assessing whether the contractual cash flows are sclely payments of principal and interest,
the Liroup conssders the contractual tenms of the instrument. This inclades asscasing whether
the Mnancial asset comtuies o contractual werm that could change the tming or amount of
contractual eash flows such that it woald nel meet this condition. In making 1his assessment,
il Girsip considers.

Cortitgent events that woubd change the amownt or timing of cash Mo

Terms that may adjust the contractual coupon rate, including vaniable mie feanmes;
Prepaymend and exlension features; and

Terms that limit the Group's claim to cash flows from specified asets (2.8, mop-recourse
features).

A prepayment Feature is consisient with the SPPI eriterion if the prepayment amoumt
substamtinlly represents unpaid amounts of principal and mserest on the principsl amounst
vmtsturaling. which may include reasonable additional compendation for early termination of
the contract. Additiomally, for o financial ssset acquired a8 o discount or premium o fis
contfactual par-smoum, a fealune thal permils of requires prepayvment af an amours thad
sulstantially represents the contractisal par amoont plus sccnaed (b unpaid} contractieal profit
{which may also inclisde reasenable wdditiomm] compensation for early termination) is trented
as consistent with this criterion if the fair value of the prepayment feature is insignifacant at
nmitia) recignition.

Contractual temzs thal introchce move than a de minimis exposure fo risks or volatility in the
coniractual cashilows that are unrclated 10 a basic lending ssrangement do not give rise 10
comractual cashflows thai are solely pavments of principal and interest In such cnses, 1he
linancinl nssets are measured at fair value through profit ar less.

The Group's financial assets st mmonised cost inclade funds held by the Parent Company, due
from relaied partics, receivable from the Parent Company, trade receivables, other recei vables,
term depesits mnd bank balanees.

Trade recefalies

Trade receivables ariding from the sctivities of the Group are recogmised at amortised cost as
the management has concleded that these are held (o colleet comraciual cash flows énd are
expecied o give rise 0 cash ows representing solely payments of principal and interest, The
Group analysed the contractual cash Aow chamcteristics of thess instruments and comnchuded
Ikl they meet the criteria for measurement under the smortised cos: method.

Carah ol cavle equivalonts

For the purpose of the statement of cash flows, cash and cash equivalerts comprise cash in
hand ond cash 1 baak held i current acoounts with local Tnancial institution,

Subsequent medasmrement
The subsequent messutement of these financial assets will be ot undiscounied ariginal or

contracted amounts less any expected credit losses. Any gain or loss spon derecognition i
recognised W the consolidated statement of profit or loss and oiher comprebensive income.
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Recleaification of fimencial assen

The Gireup docs ool reclassify its Mnancial sssets subssquent to their infial recognilioa s
in the exceplionsl carcumstances in which the Group acquires, disposes of o lerminates 2
budiness |ine,

Dhereoogition

A financial asset {or, where applicable, o pan of & financial ssset or pan of 2 group of similer
financial assets) is primasily derecognised (e, removed from ihe Group's consolidaed
Fatement of finpncial position) whers:

®  The rights 1o receive cazh ows from the asset kave expined, or

&  The Group s transforred iis rights 1o receive cash flows from the atset or has assumed
an obligation to pay the received cash flows in full without material delay 10 8 thind party
under a "pass-through” armangement; and ither (a) the Giroup has transfenmed ssbaantally
all the rsks snd rewards of the asset, or (b) the Group bas neither trans ferred mor retained
substantially all the risks and rewards of the assel, bl hng ransferred coniro] of the asset,

When the Groap has tramsferred its rights to reoeive cash flows from an asset or lias ertere)
ido o pass-through amangement, W evaluates if, and to what exten, it bas retained the risks
and rewands of ownership, When it has neither tranaferred por retained subsiantially all of the
rigks and rewands of the assel, nov transferred consrol of the asset, the Groap continees o
recoprise the tranafered eeect 1o the cxtent of M contiming ivalvement. [n that case. 1he
Crroup aleo recognises an associated lmbility, The transfemred asset and the associsted liability
are mcasired on a hasis that refects the rights and obligations that the Group has retained.

Comicaing mvelvement thar wskes the forms of o pusranies over the trnstormed asset s
mesured at the keaer of the original caryving smoant of the assel and the manimum smount
of consideration tha H'I::Gn'lup conild be reguired b repay,

Fmyprarirmiginr of firarcial ceiers

The Grroup recognises expected creddt losses (“BCL™) uming forward-looking spproach under
IFRS &

{eterminaiton of ECL on finarectal assets

With respect 10 the financial assets, the Group has applicl the amplificd approsch and las
caleulated BCL based on lifelime expecied credit losses as the simplified spproach does not
require the changes in eredit risk io be imcked The Groap has established a provision matrix
Ikt = based on the Company's Bistorical credil loss experience, adjusied for forward-booking
factors specific iy the financial asscts and the Group's econcamic covironment,

The management considens a financeal asost io defaull when ihe controciual payments age S0
days past due. Fowever, in certmin cascs, the management may also consider a Nnancial nasd
to be in default when internal or external mformation mdicates thm the Group s unlikely 10
receive the oustanding contractual amounts in Full before taking imlo sccount any creds
enbancements held by the Group. A financinl asset is wrinen-off when there is s reasanable
expectation of recovering the comtractual cash Mows.
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The Group does not recognise ECL on bank balance and due from relased partics as these
financisl asscts are considered to casry low credit nsk and the Group docs Bed expect b incur
any credid losses on these nstmaments.

Financial lisbilities
fnirial recopaiiion aad meanrerseny

Financial habilitics are classified, a1 infial recogmition, as finamcial Habilities st fiir value
through profit o boss, loans und borrowings, payables, or a3 derivatives designated us hedging
mstruments in an effective hodge, as approprinte. All financis] liabilitics are recognised
mitially st fair value and. in the case of loans snd barrowings and payshics, net of dinsetly
atiributable ranssciion costs. The Group's financial Habilities include loans and borrowings,
financing received from Pareml Company, die o reloed partics, lease liahilities, tmde
payahles mnd ncerunls and other Habilities.

Subseguent medsnremend
The measurement of financial linkilitics depends on 1beir classificmion, ns described hebow:

#  Prnancia] labalities of fair value through profit or loss;

*  Fmancial lishilities o fair value through profit or loss inctude financial liabilities held for
tradding and financaal lisbilities designated upen instinl recogmition as at fair value through
porodil o loss,

Finnrcial lisbilitics are classified as hebd for trading if they are incurred for the purpose of
regrarchasing i the near term. This cascgory also incledes derivative financial instruments
entered into by the Ciroup that are not designated &s hodging instruments in hedpe relationships
s defined by 1FRS 9.

Scparsied embedded derivaiives ure also clossified as held for trading unless they are
designated as elfective bedging instrusnents,

Ciaing o7 losses on liahilities held foor trading are recognised in the comsolidsied sistement of
profil ar loss and other comprehensive income,

“tnancial liabilitics degipnated wpon imitisl recopnition i fir value ||-|,|u.|.gh Prodil or ke ane
designated at the initial date of recognition, and only if the criteria in IFRS 9 are satisfied. The
Group bas pol designated any financial lishility a5 22 fair value through profit or s

Derecngminon

A finarcial Hability is derocognised when the obligation under the linhility is dizcharged or
cancelled or experes. When an existing financial lizbility is replaced by another from the same
lender on substantially dilferent terms, or the terma of an existing lisbility arc subsiantially
midified, such an exchange or modification b treated] as the de-rocogrition of the original
lsability amd the recogmition of 8 new Eability. The difference i 1be respective carrying
amounts is recognised in the comolidated statement of profis or koss and otber comprehensive
iBComE
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Ciffsetting of finarsial indruments

1

k}

Financial assets and faancial labilitics are offsct and the ool amount is reported in the
consolidsed satement of financial position i there {3 a cumently enforceable legal night o
affset the recognised amounts and there is an intention to seitle on a net basis, 1o realise the
aseds amd setile the lobilities simullanecos]y,

Emalovess® cnd of honeh

The Groug i lisble for post-employmient benefits under the Ol Sector Law, Social Secior Law
asd the Labor Taw,

Employees ane entitled for an end of service indemnity paynble wnider (he Kuwiit Labor Law, oll
sector Law and the Companry's by-lows based on the emplovees’ scoumulated persods of service
and |atest entitlements of salaries and allowances, The expected costs of these henelits are socrund
over the period of employment.

Kuwaiii emplayoes

Additionally, pensions and olber social benefits for Kuwaiti employees are covernsd hy The
Public Institution for Social Security Scheme, 10 which employees and enployers contribute
mnthly om o fixed-percentage-of-salancs bags, The Group's share of contribations to this
scheme, which is o defined conribution scheme, i recardad in the consolidased statement ol
profia or loss and other comprehensive income in the year 1o which they relste. The difference
betwoen (1l Sector Law and Labor Law is also acemied for Kuwaiti employess.

Faraign currency rawsfafiom

Tramsactions in Rereign currencies ane translated into KD at mtes of exchange prevailing af the
imzsaction dates. Monclary assets and labilitics denomsinated in foreign currencics af the
reporting date arc retranslased tnto KID of rtes of exchanpe prevaidling ol reporting date. The
resultamt exchange differences are recorded in the consolidated statement of profit or loss and
ather comprehensive income,

Kon-monetary assols ard Habilittes dencaninated in foredpn curtencles that are messwred 16
terms of historical cosl in a foreign currency are trmsslated using 1he exchange rate at the date
of transaction,

The mssets and Habilities of subsidiaries are tramsdaied to KD at the exchange rates at the
reporting dabe. The income and cxpenses of foreign operations are imnslabed to KD s the
average exchaige rfes foe curment yesr, Forehgn exchange differences azising on transkstion

are recognised in other camprebensive income and m:ﬂhm:ﬁ:mﬁmm
tramsbation feserve m equily

When a subsidiary ks disposed of such that coatrol, significant influence or jom control ks bost,
the cumulative pmoan in the iranalaion reseree related to that forelgn operation is reclnssified
to the consolidated statement of profit or loss and other comprehensive income as past of gain
or [oss on disposal. When the Group disposes of only part of its intorest in o subsidiary while
retaining condrol, the rebevant proporticn of the camulative amount is reattributed o the nan.
controlling interests.
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]

Asgeis held for mle

Ansels clussified a3 held for sale are separately pecsented in the consolidsied satement of
fimamscial pesition and reported @ the lower of the camrying amount or fuir wbue less costs to
sell and are no longer depreciaed, The asscts and lisbilitics classified as beld for sle are
presended in curent assets and liabilities in the consolidated sistement of firancial position.

m) Providioss

)

Provisions are recognised when the Group has a presem obligation (legal or constractive) as o
resLle of & past event, it is probable that an oulllow of resounces embodying economic benelils
will be reuired 1o senile the ebligation and a reliable extimade can be made of the amouni of
the obligation, The expense relating to any provision is preseated in the consolidsted staement
of peofit or loss and olher comprebensive income net of any reimbuarsement. 1f the effeat of
the kime valoe of money is material, provisions are discounted using raies that reflect, whene
appropriate, the risks specific 10 the Eability. Where discounting is used, the increase in the
provision due 1o the passage of time is recoprised ns finnros cos.

Bonowing costs

Bormowing costs directly relating to the acquisition, comstruction or production of a qualifying
cxpital p’u}muﬂnmﬂmmmﬁuﬁmﬂuﬂdﬂmhrﬂmm:m
constnaction ustil such time the assets are substantially ready for their inteaded use, i.e. when
they ane capable of production. Where funds are borrowed specifically 1o fimanes a project, the
umoant capitalised represents the netunl borrowing costs incarred, Where surplus firds are
avadlable for a short-ierm out of money borrowed specifically o finance a project. the income
penerated from such short-tenm investments is also capitalised nnd doducted from the 1ol
capitalised bomrowing costs. Where the funds used 1o finance a project form part of general
borrowings, the smount capitalised is cabeulated wing a weighted averape of rates applicable
b refevan] geneml horrowings of the Groap during the vear.

Finance costs are recognised i the consolidated satement of profit or loss and oiber
comprehonsive income for all imerest bearing nstruments on effective interest rate basis. The
calculation includes all cuntractual terms of the Enancial instrument and includes ary Tee o
incremental costs that are dirscily attribetable to the mstrumerd and are as integral pan of the
effective interest rafe, bot oot foture crodit boascs.

Revenue rocopnition

Kale of goads

Revenae from contracts with customers i recogrised upon salisfsction of the perfosrnance
obligations for the transfer of the promised goods and servicet. The revenise smourt that are
recegnised reflect the consideration 1o which the Group expects to be emitled in exchange for
thise goods and services. Revenue from the sabe of finished products is recognised when a

customes obtaina control of those products, which narmally is when tithe passes sl point of
delivery, based on i contractual terms of the aprocments,
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Far expont salbes, products are sold on cost and freigh basis, where the Group is required to
provide shipping 2nd handling services afler the date sl which the prochacts huve iransferred o
the cudomer. The Group determines. that shippimg and handling netivities is a separutely
dlentifiable and distin performance obligation from the sale of products, The Group allecates
n portion of the total transaction price to delivery services based om a best estimnte of o siendlar
sland-alone service. Revenies on these servives are secognised over the time.

The Group also enters info loag-term contracts with local customers for sale of Hght rnphiha,
benzene and other products. The Groap delerminel thal each i of aforementiooed products
are distine becose it coobd be sold separately and are not dependant o of highly insemelaied
with the other units. Tramfer of products o customers i considered &x & sortes of distinet
products. Revense is recognised over the time as the cusiomer simultancously reocives and
mnm:;lh:huﬁu.ﬂunhlmcdwdi:umdmmmﬂtmwlmuﬁmpw
satisfection of perfonmance obligntion,

EMMhmmm;h:nummmecmﬂmm.m
armngemscnls determine thal o preliminary price is charged 10 the customer ot the time af
transiir of the comtrol of products, while the price of peodusts can enly be determined by
reference toa time period ending afier that tme. In such cases, and irrespective of the formuts
used for determining preluminary and final prices, revenise is recarded at the Hme of transfer
of comirol of products al an amount representing the expected final amount of consideration
that the Group receives. Where the Group records receivable for ihe preliminary price,
subscquent changes in the estimated final price will not be recorded a5 revenue until such point
in time at which the final price is determined.

The Group also pays demurmges for delays caused by incomplete shipments a1 the customer
porl. The Group considered demurrages as price sdjustments. Under [FRS 15, ihe Cinap
considered this as vanable considerntion while determining the tramesstion price for zale of
prosacis.

Locod markesing amd distrifution network aperation

Cost of opeting filling stiions and distnibution network is reimbursed by the Parent
Conapany and i recopmised over the period of time,

Chifaer Services

The Group alse provides ancillary services swch as cor washing, defucling and osher
maintehance services for which is recogrised over a period of time as the relsed serviees are
pesfarmed,

fmierest income

Interest income I8 accroed on & time proportion basis with referooce o the principal
outstanding and at the effective Interest rate applicable, which is the rate that exactly discounts
estimated fisture cash recepls through the expected life of the fnancial asset 10 that asset’s pet
CETYIRE amoan,

ritical accounting judgencnts and kev sources of cstimation unceriainty
The Follweng are the critical sccounting judgements, apan that management has made in the

process of applying the Group®s accounting policies and that have the most significant effect
on the amounis reeognived i the copgolidaled financial snrsments
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Pusiness madel drvercmont

Classification and measunement of financial sssets depends on the resubis of the SPPL asd 1be
business model test. The Group determines the business model st a level that refledts how
gproups of financial assets are managed together (o achieve o particular business objective. This
assessment includes judgemont reflecting all relevant evidence including bow the perfommance
of the assets i evaluated and their performanoe measured, the risks that affecs the perfomaance
af the asscts and how these are managed and haw the managess of the ntsets are compensated.
Muonitoring is part of the Group's continuous assessment of whether e business model for
which the remaining financinl nssets are held cominucs 1o be appropriate and if it & not
appeoprinte whether there has been a change in husiness model end 5o & prospective change
the classilication of those assets. Nio such changes were required during the periods presented.

Trvestment in a foins ventione

An armmgement can be a joint armngement even toagh not all of it parties have joint contral
of the armagement. When the Group is a party to an srangement i shall assets whether the
contracteal armangement gives all the panics, of a group of the parties, control of the
armargement collectively; jodm control exists oaly when decisions about the relevant activitics
requite the unsnimous corsent of the parties that control the armnpement collectively,
Mansgement needs to apply judgment when assessing whether all the parties, or 4 group of
the partics, bave joint contrel of an asangement.

Key rearces af extimation uweeriainty

The key assumpticas concerning the future amd mber key sources of estimation uncertaingy at
i cepisting dute ane discussed below:

Esimanion of et Hvex

The Group determines the estimated econcenical wseful life of property, plant and equipment
whach regrines consdembbe judgment,

Tmprairsreent af wt-fiamscal assets

lmpaisment exists when the camying valee of an assct or cash genemting unil exoeeds ils
recoverable amount, which is the higher of its fair value less costs of disposa] and its value in
uise. The fudr valoe bess costs of disposal caloulstion is hased on available dota From binding sales
transactions, comductod of amm’s length, for similar assets or obeervable marked peices Jess
incremental cods for disposing of the asset. The value in wse caleulotion is based on a discounied
cash flow (DCF) model The cask flows are derived from the budgel and do nen include
restnsctuning activilies thal the Grouap & not v comematted 10 or significant future imvestments
that will enhance the aseat’s performance of the CGL) being bestod. The recoverable amoust j
sertsitive b the discount e used For the DCF model as wiell &5 the expected Tatone casheinflows,

Imipairayert provision of il

Invemtonies are held at the lower of vost and net realisble yabue, When inventores become old
or cheolete, an estimate is made of their net realisable value. For mdividually significam amounts
this estimation is performed on an individual basis Amounts which are pot individually
significant. but which are old or absclebe, ame asseised collectively and o provision applied
nccondimy, 10 the ievemory and the degroe of ageing or obsolescence, haed oo Bistorical
EXPETIECE.
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T KNpe g-

4, Standards and inferpretations vued bt not vet effective

A nuanher of riew sandards and amendments o sandands s effective for snnual pericds
beginning after 1 April 2021 with earlicr spplication permitted, however, the Group has not cardy
adopted any of these new or amended sandards in proparing these consolidated financinl

sinlements,

& HReferenos 1o the Conceplal Framework - Amendmeonts o ITRS 1:
Property, Plant and Equipment: Proceeds before Intended Use — Amendlments 1o 1A% 16;
IFR.5 9 Financial Insinmments — Fees in the * 10 per cont® test for derecognition of financial

linbdlities:
& Profil Rate Benchmark Refoommn (Phase 2); and
= [FRS 17 - Insurance contracis.

The pew standards and snendments are nol expecied 1o have a material impact on the Group's
consolidated financial satements in the period of initial applicasion.

£  Reveooe

Refimed products

Liqueficd petroleum gas

Apoamad e prodiucty

Anaticn fuel

Reverue from local marketing operalions

2021 2020
KD ‘o8 KD ‘000
3,250,575 4,896,189
1597434 1,985,758
343,283 498,395
37,210 157421
57,785 6,580
5376,548 7,558,752

The Gy disagireyaled its revenue from coniracts with customens by prosucts, services and

geographic region.

Porat fa trme

Refined products
Lipueficd peteoleum gas
Aviation flse]
Parnxylens

Henvy aromatacs

hver the fime

Beengene

Light nepknka

Orhes produsts

Rembursement of bcal marketing oporating expenses
Shipping and handling services

96

2021 p210-1]
KD K000
1250875 4854, 150
1507434 1,985,758
1,210 157,821
141,917 ax o7
1,433 2,688
SO18.869 7264563
11,784 50,934
1k, 532 189,988
15,645 22,358
57,786 80,589
5972 10,320
257.719 134,189
5276588 7,508,752
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Remnining performance obligations represer the transaction price of finm sales anmngements for
which volumes have not been delivered. At the reporting date, remnaining performance obligations
for shipment and handling services has not been disclosed becaisie the onginal durntion of these
services are within one year, Addiionolly, long-emn contracts are aleo exchuded from the
remainieg performance obligations due 1o eneestninty associoted with estimating the future

production volumes and market prices.
6 Cost of sabes

Cost of crude ol apd gas

Cost of feedstock (inchuding KARD depreciation)

Saadl costs

Local marketing operating expenses {including deprociation)
Chibher costs

Amocrtisaiion (note 12}

Depreciation (naote 1)

T, Genersl and sdminisirative expenses

Sl costs
Oither posts
Deprecistion (aote 11)

8 (rker income

Recovery of comradl pennfises
Handiing charges

Cinim on sale of catnlysis

Ciain on disposal of ecrap motenals
Insurnmsee rocoverics

Chers
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2021 2020
K “iih K ‘i
3,748,087 G405 802
JX48T3 473845
205 57] 2EEA26
37,765 &4, 500
PB4, 706 192,650
13,653 11,537
2B 6EG 58,226
4938344 7,503,164
W20 Lk
KT ' KD om0
l42,630 142 0s
13,167 11,259
2,388 2547
160,194 155 004
202y 2020
Ky LA L L]
910 283
B00 1,385
1,585 B
4] 128
1,468 {B4)
3,785 222
9,3 7.732
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Moodies 1o the consolideied financial statements
Jor the year ended 31 March 2021
9. Provison {charge) / write-back
2021 203l
KV Ko
Frovision for legal claims {1.224) 2
Prawision for expected crodit losses i34) [254)
Write-back of provisions for inventorics 485 4 20
{1.773) 3,044

10, Tames related o a silwidiary

KARG caleulmes the contribution 1o KFAS at 1% in accordance with (he modified calculation
based on the Foundation's Board of Directors resoluiion, which staves that the income froen
pssociates and subssdiaries, Board of Dhneclors” remuneration, mmnsfer o slanaery reserve should
be excluded from profit for the year when detemmining the contribution,

Contribution to Zakat is calculated at 1% af the profit of the subsidiary in sccordance with the
Minssiry of Fimance resolition Mo, S82007,
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Motes to the consolidated financial statements
Jor the year andod 31 March 202

LI 5

11

Frechold land, buildings and fscilities includes an smount of KID 306,967 {2020: KI) 422 484)
which represemns freehold lind. Further assets under constroction of KD 263,074 thousand (2020
KE2 4,286,717 ihousand) relates 1o the Clean Fuels Project (“CFPL During ihe vear, ibe
capitalised borrowing costs amounting to KD 57,067 thousand (2020: KD 93,128 thowsand)
rednted fo CFP

Certain propeny, plant and equipment have boen assigned as secarity for the loans and
bormwings secured by BKARD (note 26,

The deprecisiion charge hns heen allocaned as follows:

W2 20z
Ky i) K1 "D
Closi of sales (oot &) R AET 35226
General and sdeainisisative expenses (o8 T) 2388 2547
Drepreciation relating 1o KARD 27128 28,162
Locol marketing eosts 43249 5,463
Charged o the Girowp's profit or koss JTE EERTT
Charged o Kuwait Ol Corvpany aed other relased parties : 3789 4,326
320,323 95724
Deferred cxpenses
L | 2020
Kiraoo KD'0o0
Balance ax beginning of the vear L3616 14,230
Audditinns 21,202 10,973
Amartission charge (ote 4] (13,653} {1577
Balasice at cpd of the year 21,265 13,606
Intangible pssets
2021 o
Koo KIV'oog
Balance s b beginmning and end of the vear EER L 71,0194
Accumulntod nmortisation and Impalrosent losses
Balznce ai the bepinning of the year 3,09 30,363
Charge for the year ER 3,215
Famegn cusrreney irsnalstion differences Ti9 {129y
Balance s end of (he year 3E T8 24 4
Carrying smount A8 B T25

Inangible assets include license fees paid 1o UOP Limited and réservation rights. The license
fees paid 1o UOP Limited reprosents the technology marchased from UOP Limited that is used in
ihe prosluciion af puruxylene,

Heservation Aght fees represent the Group's shase of toal wilities and infrastructure facilities
developed and owmed by EQUATE (note 18). Amonisation is allocated 1o cost of sales s i
rebaies primarily 1o the Aromatics plant.
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Motes to the comsolidaied financial statements

Jor the year ended 31 March 2024

T4, Ripht of use assets and lease labBities
The Group leases many asscis including land, vehicles and data centers. The leases typicailly s
for & perid of 1 - 4 years, with an option to rencw the boase sfier that dete. The weighted averape
rate applied is wilhin the mege of 2.75% (2030: 2.75%)

Information ahoat heases for which the Group is a lessee is prosented below:

___KD'ooo

Right-pf- Lense

EEE ASECL Habilitdes

Balance at | Apnd 2019 18591 18,00
Additiona to right-of-use asscts 41 3
Derecognition (2378) -
Re-mcasuremeni of lease liahilines . (1,778)
Dieprecimion (4,783} -
Finanog cosls . am
Lease Habilithes paid - {4,7300
Balance st 31 March 2020 12,253 12,916
Additions 10 night-of-use assets 4,755 .
Derecognition (1047 (X35
Re-measarement of lease Habilities . 470
Depreciation (5, M7] :

Finance costs - ER ]|
{.ease linbilitics paid - (t, )
Forcign cumency translation relating 1o subsidinries i43) -
Balamce a1 31 March 2021 10,121 11,143

Amonns rocognised in consalidated sstemical of profid or boss ore s ellows:

i | 202
K "0 KIF D)

Imiesest on lease Hahilities 142 47y
Depreciniios change for the vear 5707 4,783

The currend sl mon-carrent portion of lease lability i sct ot below;

2021 2020

K "00a By A{HD

Current 1,734 1,502
Mon-carrend 8409 11,414
At 3 March 2021 11,143 126814
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Notes te the consolidated financial statements
fur i vear ended 31 March 2024

KNPC

—_—

15, Iovestment o a jolot venture

Fvvestment i & jolnt veniune

FLiFAl 1020
KI¥ 0 KD 0
6887 54639
46,287 54639

The Giroup hns 57.50% (2020: 57.50%) equity imerest in TKSC, which is indirectly held through
Company's subsidiary i.c. KARO. TKSC is imvelved in the production of styrens moncmer and

other related products inthe Stale of Kowail

The following table illustrales summerised Gnancial information of TEKSC, mot ndjosted oy

Ciroup's share of micrest:

Statement of finnnclial position
Ion=cuorren) asacis

Current asscts

Moa-currem labilines

Current lsabilities

Mt anich

Giroup®s ahare of net assets

2021 010
KD'000 KD'000
87,049 58,702
32,404 41,532
(639) (9.471)
(37,553) 21111}
81,351 93,652
46,887 54619

The Group's skare of TESC s commitunems and contingencics amounted 1o KD 4,14 million

(20HE KL 251 million).
14, Iovemiorkes

Crude ail

Findahed prody
Maimtenanco and spane purs
Catalvsis and chemicals

Provision for obsobete mnd shvw-moving invemaries
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w2l 20210
KD 000 KD 000
28,154 P9.54]
412948 218501
113,843 ®0,771
14,560 11,039
450,565 330,852
DL T (18,654}
553,252 121,098
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Motes to the consalidated Maanclal statementy
for the vear ended 30 March 302]
17. Trade receivables
il 220
K "B00 K "
Trde receivables 70,147 T2.744
Provision for expected credit hisses (774) {1,225}
0,373 71,519

18,

Trade receivables are non-interest besning and have average crodil period ranges from 30.90
days. Movement in the expected crodit loss allowances sre a3 follows:

2021 020

Hiroan KD nan

iy WOV W

Balance at end of the yesr 174 1325
Related parties

Related parties imclude the sharcholder and exgcutive officers of the Company, close members
of their famslies and companics of which they arc the principal owners or over which they arc
eble ko exercise signaficant mfluence. The transsctions of relaved partics are carried ot ol lems
spproved by ihe menagemeni.

Related party balances reflected in the comolidated surement of financial positicn are unsectred

mnd nesther bear any interest nor there any agreed repayment Lerms, excepl as disclosed below,
Accordingly, these halanoes afe ireated as recovernble / pavable an demand, excep s disclosed
bolow,

Funds held by the Parent Company repescat scrmporary placements by the Company asing the
procecds received from the export credit agencics koo uniil 1hese proceeds are being wied for
their intended use. These ameums have been invested in tenm deposits by the Parent Company
on behalf of the Company and il eams interest at an mverage rae of 6.96% 10 1.03% rogpectively
([2020: 2.64% 1o 2,71 % per anmum),

Receivable from the Parent Company, in scoerdance with Artickes of Association, represents an
amolns equal 1o prior year stalutory reserve was tranelienmed fo the Parent Company. The ameount
receivable from the Paremt Company s unsecured and non-interest bearing, with no (ined terma
of payment. This has been clawsified as non-current ax the Group docs not intend 10 request
repuisTend in the shoet-term,

Financing received from the Pasent Company represent amounts receivied o finapce cxpilal
proocts and are to be repaid in line with the related depreciation charge for capitnl projects, No
mberedt is recognised o the oislsznding nmeunis,

The Group is engaged in carrying ow local marketing sales on behalf of the Parent Company.
The products eodd in the local market ure the propesty of the Parent Company, accordingly they
aore not reflected in the consolidated saterment of profit or loss amd stber comprehensive (ncome
of the Groap. Local morketing sles represent sale of gasoline and oiher relnled producs
amounting o KD 463,600 thousmd (2000 KEY 551,138 thousand),

1
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Nofes to the consalidated fimanclal statements
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On I December 2004, KARO signer] the Material and Unility Supply Agreement (“MUSA™) und
Operation, Maimenance and Service Aprooment OMSA™) with ECHUATE. On & February 2006,
an agreement W amend the MUSA ard service agreements ("primary sgreements™) was signed
between the partics 1o the primary agreements relezsing KARO from s obligations and Habilities
undes the primary agrecments and appointing KFPC in place of KARD to sssume and perform
all ebligations of KARD as if KPPC was and had been s party to the primary agrecments,

Under the terms of the MUSA, KPPC contributed reservation right fees 10 BQUATE that
represent 27.51% of the capial construction costs incarred by EOUATE om the utilithes and
infrastructure facilities developed by and owned by EQUATE. The percertage contribetion of
reservalion right fee is based on the usage percentape of the uiibises and infrostructare Tacilities
by KPPC.

Under the terms of the OMSA, FOUATE operates, maiztaing and provides vanows services 1o
KI'PC for which EQUATE receives managemend and imcentive foes over and above (he sciual
OpeTating cosis

On 2 Decomber 2004, KPPC signed & Benzene Supply Agreement with TESE, under which
KIFPC has an obligation 1o sepply TKSC with & minimum quantity of 325,000 metric tons of
benzene per anem at (e contrmct price,

U 14 April 2007, the KPPC sigaed a marketing agreement with Petrochemibeal Industries Group
5.0 CPICT) wder which PIC acts as an exclusive agent of sale of Pamxylene quantities
produced by the Subsidisry. PIC reveives commission of 0.1% of the contracted price of all
Paraxyiens quantitics zald by KPPC,

O 29 Al 2007, KPPC entered into Aromatics Mlant Feedsiock snd Prodisc Supply Agreement
(T5&PS™) with KPC. Under the terms of FS&PS, KPPC purchase full range Naphtha from KPC
as feedsiock 10 produce Faraxylene and Benrene and sell by-products i.¢. Light Maphtha (“LN™,
Liguefied Petroloumn Gas (“LPGT) and Flydrogen 10 KPC,

On 2% April 2007, KPPC sigaed an agreement with KPC far the supply of feedsiock which is
used in the production of paraxylene and benzene, In addition, KPPC entered into & deferred
paymen agreement with KPC, which stipulnted thar 5% of the feedstock cost for 24 moenths
shall be defemed trom the stant date of operations and the consumption of raw material by KPPC
and an aggrogate amaunt o the end of the 24ih moath shall be repayable over 18 consecutive
scmib-annusl instalments effective from the 36th momeh from the stast date of the defierred payment
i midinion to 8 defermal fee equivalent to aine moeths LIROR over snd above the aggrepate
deferral payment, The effective interest mte on the cutstanding deferred payments halanee was
GUBES (2017: 0.67%) per annum. According 1o the agreement, KPPC shall not pay any dividends
To its shareholders umiil the aggregate deferral amount is paid 1o KPC and KNPC in full,

The Groap also recorded a partion of the deprecintion charge relating 10 cenain assets included
in property. plant wnd equipment to the Parent Company, Kuwait 01l Company and related pantics
{Mate &),

The aggregare value of sgnificant related party transsctions and outstanding balasces ather than
those disclosed elsewhere in the comsobidsiod fnancial stetements are as fallows:
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MNotes 1o U copsolidsted financlal satements
Jor the yoar ended 31 Marek 2000

Balances with related parthes

D from related partics - entities wrder commen camtral

Parent Compamy
Euwait £l Tanker Company K.5.C,
Kowait Gull Oil Company B.5.0,

Kuwait Inegrated Petroleam Industries Company K_S.C
Kuwnit Foreign Petroboum Explomtion Company K.5.C,

Kuwait Petmleum Infemaiional
Ol Sector Servieing Company K.5.C.
Petrochemical industries Company K, 5.C

Fiodly hald .IIJ-' e Parens f'ﬂﬂpﬂ.lt;i'
Kuwait Nations] Petroleum Campany K.5 O

Kuwail Aviation Feelling Company, Sole Propriciorship

Recsivable from the Parest Compary {non-current)

Liwe ra refated porties = entities wmder comman contre

Kuwait ] Company K50,

Financing receved from the Porent Company (nos-cirmens)

feferred perymenis
Mom-curment
Curment

Movement in fimansing recoived from the Parend Company is as follow:

Balance st beginnimg of (he vear
Advances mecctved

Advanees credsicd to the Parent Company s custent account

Fealance a1 end of the yeas
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021 2020
KD ‘i L]
2,120,572 1,803,945
i 80
W 114
1.218 2,011
b5 19
41 21
] )
&1 50
2122084 1866341
301412 451,544
3T 28,455
345317 470,099
152,600 152,600
_IBS5IS 1,353
18,525 EXIE)
5019998 4513850
. 71,930
70,541 71,402
70,541 143,332
2021 2020
KD 000 KD 000
4501395 3600937
791,868 674,891
25,825 (62,869)
5019998 3513050
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Jor the year ended 31 Marck 02

-’

.

Tramsactioms with related pariles — eatities under common

coniral

Sarles

Fareni Company

Benzene to THSC

Light naphtha nnd LG o (ke Pareat Company
Light ends, pypms anad other products to EQUATE
Lighs ends 10 TEOC

Prirchaser
Crisde od] fromms the Parest Company
Light maphtha from the Parent Company

Cithers

Aromatics plant management fees to EOUATE
Operating and utilities cost netnbumsed to FQUATE for
nanming the Aromatics plant

Morketing fecs to PIC

Marine expenscs

Isiberest inonme ndjesicd o bomowing costy
Medical expenses

Dicferred paymens

Key mamagenienl compensation
Salarics and short-term benefits
Employees’ end ol scrvice benefits

Other receivables and prepayments

Prepaynesents amd deposiis
Advances against projects
Cither receivables

Term depogity

Term depasits witli oragamal matunty of more than theee
months and less than ope yeas
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21 020
KD i KB D
A WG 0195 6,542, 516
v zas 51,716
38753 192,885
772 B0
1320 ] 252
3,717,606 6,271,717
X5 S 40 100
T84 T
24475 ILTI0
26 41
35513 16,587
17,708 L6262
THALS 963
T0023 0,859
1,039 Gl6
188 8
| ) 1,607
mz1 pdi k]
KD 000 K11 'l
22 409 15,583
43,808 31,160
35,464 46,746
104,771 a3 §RE
M | |
Ko KT My
1737 172,944
37,379 172.944
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MNies to the comsolideted Meancial statements
Jor the year cnded 31 March 2021

Term deposits are placed with financial instinations and carries effective interest rate of 3.09%
(2020 3.02%5) per annum.

21, Cash oo ensh equivalents

Falrd | FLIkE]

K 00 KD 060
Cash in hamd i 15
Cash ai bank 64 641 67, T
Cirsh and cash equivalemts as discloved in the convolidatod
sdmbemiil af fimracial posifon 64657 GEAL
Funds held by the Pasenit Company maturnng within three
mvsithis from oeginal matarity 349,337 AT9.959
Carndy el ek sguivateniy @ divelored in the camvalidaied
stgiemiend af cash Tona 413993 S48.610

Cash and cash equivalents include funds held by the Parent Company as these mne expected 1o
be recenved within thaee nacnths from the date of plasenent (note 15),

Term deposits represent deposits placed with financial instiiutions of original maturity of Jess
than three mostks from the daie of plocement and eamn sverage interest rate of nil {2026 milp per
annurm. Al the reporting date, bank balances and term deposits are placed as secwrity for peojed
finamcing (note 36)

1L Adsseis beld for sale

Following the Hoard of Diroctors resolution dated 21 Manch 2017, the Company closed down the
Shudaba Refinery (“SHUM™) opemations with effect from 31 March 2017, Comseaenily, the
Coanpany tansferred cenain assets to other refineries amd decided to dispose off the remaining
acieiy. Bubseruent 1o shene, 1be mustagesment clagified SHU as asset beld for sale in sccondance
with [FRS 5 Now-carremi Awsees Held for Sale and Discontinned Operations and presented
separately in the consolidated statement of financial position. Furthermore, a Disposal Committee
was estnbilihed sad actively working on idemtiflcation and negotiation with the potential buvers
of the SHU assets. The management determined thet substantisl period s required for
ahimunmling and transferring of SHU assets to e potential buver, ofter conclision of the sales
Tramsactionm,

Misvernent of sesets classified as beld for sale are ax follows.

221 bl

B "000 Ky ‘0@

Balance st beginning of the year 40,855 13,160
Reclossification from property, plant and eqidpment . 3, Mol
Keclassifieation 1o/ ffom invertories {1,106y 40286
Ralance at end of the yoar M TED d0 B 16
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Nofes to e consolidated Maanclal statements
Jor the year ended 35 Morck 202§

Subsequent io imitinl classification of assets as held for sale, the management deiermined the
following:

*  Estmated fnir value less cost 1o sell of property, plant and equipment is higher than the
carrying vailoe i of 31 March 2021 As 2 result, no impakrmient loss was recognised; and

*  Estimated fair value less cost b0 sell of iaventories is approximate 1o its carmying valus as
ol 3] Mareh 2021,

2%, Share capital

The autherised, lssued and filly paid up share capital of the Company comprises of 1,587 million
shares of KI» | each (2020: 1,387 million shares of KID | eack) and is fully contributed in cash

4. Btatulory reserve

In secordance with the Companies Law and the Company's anticles of association, 10% of profi
for the year is reguired o be transfernad 10 the slatutery reserve until the reserve reaches &
miransum isf 50% of the paid up share capital, The shareholders may resolve b discontinue such
amnal transfers when the reserve (otals 30% of paid up share capital,

Disribution of the reserve i limited 1o the amount required to cnable the payment of a dividersd
of 5% of paid up share capital to be mede in vears when sceumislated profits are not sufficient
for the payment of & dividend of 1hal amousL

15, MNom-centrolling intercsts

The following table summirnses the information relating to the non-controlling interest (“NCT)
in BCARD, before any infra groap climinations

| rq | 2ozn
KLy K0
WU percentape A5G 4%
Sistement of financial position
Npa-cisrroml assels 431,113 475430
Currend asseis 51,927 JAE 114
Nog-currend Habilities 13.338) (99,699)
Cierrend lighilities {126, 140) {190 A400)
et ndsety A9 562 433 425
Mool macts attnibutable 1o WO 157 024 172978
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2021 00
KV HE) ]
Statement of profit or loss and other comprebensive income
Revenus 336,907 498,125
(Loss) / peofit (L5317 18,239
N | {779 2463
Fotal comprehensive mcame 12.006) 40,652
(Loss)  profit sllocated wo NC1 (1,532) 1
OCH allocated 1o NCI (15422) 2347
Cash fows from operating sctivilics [4.992 68,483
Cash Movws Frisn investment sctivities 150,247 11307
Cash flows used in financing activities (182,804) (1E2814)
Mot change in cash and cash equivalents (17,555) 1,014
16, Leans and borrowings
piir]] 2030
KD 00 K 00
Chrrremt periion
Long term [oans 158,755 | 58,75
Export credit apencies loans 1548 567 188,617
Project financing related so K ARG  asnm 79.713
363,688 AT7.129
Nowecurrent portion
Lung term |oans TI5, 101 BTA901
Expart credit spencies loam 1,220, 506 1,434,148
Project loass related 1o K ARG * 25514
1,938,507 2,333,563
Lomp-gorm g

On 28§ Apnl 2016, ihe Company cotered into a Jong term loan agreement (*Facility™) of KD 1.2
billiem with a consortium of banks, The Factlity consists of eoaventional and Istamic financing
and is repayable in scmi-annual installments of K13 50 million from Aprl 201911l 28 Agril 2026,
The Facility camries an interest rate-of 1% (2020: 1%) per anoum over and shove the Central Bank
of Kuwail discosnt rate and is unsecured. The funds were specifically borrowed 1o finance the
CFP. At the reponting date, the Compasy fally utilized Islamic and conventional facility of KD

710 million and KD 490 millien respectively,
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Expart eredit agencies locns

I8

O 2% August and 31 August 2017, the Compary igned USII 6,245 million {equivalent to KD
L&72 million) long tenm [oam factlitics agroement wilh export credil agencies (“the BCAs
Financing™). The ECAs Financing are repayable over n period of § 1o 10 years in hianmual
instaiments starting from 2018 and maturing between 2026 10 2028, Oat of the wial commitied
ECAs Finaneirg, USD 500 million (equivalest to KD 190 million) carvies fined mierest rate of
3:22% per annum and USD 5,745 million {equivalent o KD 1,772 million) casmes varishle
imenest rate of & months LIBOR ¢ margin that ranges from (. 75% io 1.2%% per annum. Interest
is payable on a biarnual lesas. BCAs Financing is guarantced by the Parent Company and were
specifically borrowed 1o finance CFP.

ECAs Finarcing and |long term loans carry covenarts which are tested on nomunl basis. These
covenants includes leverage covemant, imerest cover charge, tangible net worth. Al the reporting
date, the Company is in compliance with above said customary covenants.

Profect financing refated io AR

On 17 May 2007, KPPC, a 100% ownod subsidinry of KARO, signed a KD 427 million peoject
finamcing facility with a consortiuen of banks which mcludes commercial facilities of KD 321
million and an lalamic kan facility of KD 106 million. The term loan is repayable over s pesicd
of 11 years in biannual instalments starting from 15 Decernber 2010 and maturing an 15 June
2021 The coupon rute on this facility is LIBOR + 0.4% il the completion of the project, LIBOR,
+ 0.45% till Trh anmiversary of the project, LIBOR «0.6% 1il] 10th anniversary of the projeet and
LIBOR = 0.7% till the maturily date. The effeciive interest rabe on the ouistanding balance wis
182%, pet annum. Project finance s secured by a charge over the Subsidiary's propeny, plant
and equipmern and assignment of bank balances (note 11 & note 213,

Employees’ ead of service benefits

a 2
KD 000 K 'O
Balsncr o beginning of the vear 423,923 a4 222
Chaarge fof the year 42,033 52,703
Fayments made during the vear (7543 (43,502)
Balnnes at end ol the vear KRR g 433833
Drthier payables nisd scerualsy
021 2020
KD "0 K13 "t
Accruad expenses 1M, 186 121, 806
Accrued atilitics 4R 32513
Coniracl retentions 118,285 172028
Diher payables 33,820 32368
Leave provision 48,503 12519
240876 J01.554
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.

Aeoerued expenses include an amaunt of KD 69 thousand (2020: KD 70 thousand) relating to the
Company s board of directors' remuneration for the year ended 31 March 2021, which is subject
tor approval of gharcholders i the Annual General Assembly,

Financial risk management

The Group has exposure 10 the following risks arising from financial instramends:

crealil risk
= liguidicy rsk; and
®  market risk,

This note presents information aheut the Group's expostne 10 cach of the above nisks, the Ciroap’s
u?gﬁn;ﬁ;:, podicics and processes for measusing and mansging risk and the Group's manaperent
of cap

Hisk mansgement framework

TE:-: ﬁmrv_d of Directors ke overall responzibility for the esablishment and eversight of the
Luugp':_mtmmgumﬂ framewerk. The Board of Directors is responsible for developing and
menitoring the Group's sisk managenment policies.

The Group’s risk management policies are established to identify ard analyse the risks Theed by
the {iroup. 1o set appropriate risk limits and controle, and 1o manitor risks and adberence to limits.
Risk management policics and systems are reviewed regularly 1o reflect changes in market
conditions and Group s activities, The Group, through its tmining and management standnrds and
procedures, aims to develep a disciplined and constractive control convieonenent in whach nfl
emplivyees undersiznd their roles and obligations.

T_'h:ﬂ-fw;_n': risk ovessight committos oversces how management monitors complinnes wilk the
Group™s risk management policies and procodunes and reviews the adequacy of the msk
management framework in relation o the risks faced by (he Group.

Credit risk

Credit nisk is the risk of fimancial ke 1o the Groap if 8 customer or counterparty to n finnncial
instrument fails 1o meet its contractual obligations, and anises principally from the trade
receivabics, due from relmed parties, receivable from the Pareot Company, fusds beld by the
Parent, other receivables, term deposits and bank balances.
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T kNP i

Exponre o credlt ik

The table below shows the s maximum exposune 1o crédit risk scross Tnancial assets before

eaking imto copsiderstion the effect of eradit risk mitigstion,

Receivible from the Faremt Company
Trade receivnhles

(nhier receivables

e froam related parties

Funsds Eeld by the Perent Company
Term depogits.

Cazh and cssh equivalems

2021 2020
KDo00 KIV000
152,600 152,600

70,373 71,519
18,464 46,746
2,122,084 1,866,241
349,337 479,999
17,379 172,944
64,657 68,611

__2BEAESL  1AN8.660

The CGroup manages credit quality of customens by reference to external credit matings, if spplicable,

or b historicul Enformation abou counter party defaok retes. Trade reccivables ore considerad to
b impaired when the amoant is i dispuse, customets are belioved 1o be in financial diMcuby or if
any ocher reason cxists which implics that there is & douldt over Ihe rooverahility of the balance
duae from customers. ©F above total wade reecivables KD 21,220 thousand (2020: KD 30,084
thousand) are neither past doe nor impained, The Growp does not bold any collaterl agains these
receivabiles. At the reporting date, majority of the Group”s trde receivables represents amounts duoe
from govermmentol instalzons.

Al the reporting date, following customers” accounts fr mote than 49% (H20 528 of 1he
msisnnding e receivable: balanee:

a1 204
KD "HH ED 000
First Foel Marbeting Company K.5.0, 12,594 &80
Al-Bour Puel Marketing Company K.5.C. E,d50 4,441
Mumistry of Defence, Kuwnii 1,505 5,502
Minksery of Itersor, Kuwnait 1,539 2155
Ewwait Alrways Company K50 A0 4,735
Expcied crodat fome
Trole receivelies

Loss allowance For trade receivables i mesosred 21 an amount equal 1o lifcmme BCL. The lifcime
ECL on traide rmceivables are nsscssed based on the Group's historical credis s experience,
sdjusied for Getoms thal sre spovific to the ousiomers, peneml ccoomomic conditions and an
asosament of both the curnent as well as the forecast direction of condstioes ot the repoming date,
inchulting time valuse of money where appropriate, Impainment was ssseised to be insigmificant ns
ihere has been no bistory of defmelt and (e hue boon o dispite nrsing on the mvolced smsount
from cusiomers.

113



Kuwait National

Petroleum Company | Annual Report 2020/2021

Kuwait National Petroleum Company K.5.C.
and jis subsidiary

il g ol &

State of Kuwalt ' “-;‘Ei
MNotes o e consolidaied Mnnncial statements

[for the year ended 31 March 22

Liguidiey risk

Laquidity sk is the riak that the Group will encounter difficubty in mecting the obligations
mssocinted with its financial lisbdlities that are seitled by deliversng caxh or nnoiker financial asset,
The Group's approach 10 monaging liquidity is to ensure. as far as possible, that it will always
bave sufficient liquidity 10 mveet its liahilities when due, under both nommal and stressed
cemdalions, without incusring unkcoeptable losses or risking dasmage to the Groop's repatation.

Ultemate responsilality for liquadity risk menngement rests withk the Board of Direciors, wihich
s built an appropriate liquidity risk management frrmework for the managemen: of the Group's
bong-term funching and Hquidity mznagement requircments. The Group manages lquidity risk by
maintaining adequate fiunding reserves fromm the Parent Company, banking facilities and reserve
Pommowing facilities, by continucusly monitoring forecast and sctual cash Nows and matching the
maturity profiles of fnancial assets and fizhalitics.

The tablz below analyses the Group®s non-denivative financial liabilites based on the remaining
period a1 1he reparting drie comparad 1o ibe copiracual maturity date. The amanms dischosed in
the tahle are the coptraciual undisoomunted cash Mows,

Contractusl eash flows

Carrving Within imil Tin% More than 5

Emounis 3 manths momths VeRTs VEAFS Tatal

K "oy RN D HoL¥ "D RO T I3 M LA i
0
ILasans dndd bormmwims 2,304 595 173110 256,423 1,443,602 ELENT 2350363
[Financing received from
the Parest Company 5,009,598 - . 5,019,598 = 5,019,508
Trade payablcs $272 5212 - . - 52n
(bt pavaliles il
accrunly Jan ETh - LR LR . - - 149 576
e 1o relntod partica 18,525 18,525 . - - 18,525
Lgase linbilities 11,143 414 1301 0207 - 11,542

T A0 200,341 GOB000 BATIELT 4RI EIT 7764575

Ry 080 KD "t K1 (da K "0oa LA LR B 0

2030
Loass and barmowings 2 160 G52 177,110 255873 1443612 A7 o014 1EE5 459
Financing received fiom
the Parent Company 4,513,959 . - 4,513,959 4,513,959
Trade payabbes 4M7 4,717 - - 4,717
Ciiber pavables and
nccrunls 391,554 - 0] 554 - - 3191 554
Due 10 a rebsted pany 15,583 14,383 - - . 18,581
Lease Habilitics 12916 1% 151 12,434 . 14,965

7,702,421 200,428 B4 S 5.971.005 pI7914  _ 7.359.237
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Markar risk

Markes nisk is the risk thal changes in masket prices ©uch as foreign exchange rates, interest rates
and equaty prices, will affect the Growp's income or the value of its haldings of financial
instruments. The objective of market nsk management i 1o manage and control pnrke! risk
expasures within acoepiable parameters, while optimising the relam,

The Growp's exposure 1o market risk arises from:

" Commadity price risk;

Clurmeney risic

Intenest | profit mate risk; and

Equity price risk.

Coummodity price rick

Volatility in ofl and refined products prices is & pesvisive element of the Group™s busisess
environment ax the Group’s purchases of crade o] and sales of refined products from / 1o the
Parcet Comspany arc based an mtermations| commodily prices in accordance wilh a comaencial
spply agrecment,

The Urowp's refining margin is affeciad by disproportionnic flucnmstians in b prices of crude
oil and refined products. The Group does ot use derivative instruments either 1o manage risks
or for speculative purose.

Clurrency risk

Thet Grroup indertakes certain trassactions deaontinated in fonegn cumencics, Hence, exposures
o exchunye mic Muctustions arse. Exchange rates exposares are managed within spproved
policy parancicrs.

Currency riek is mamly rebsted 1o the Gimep’s exposure to the foans and borrowings, cash af hank
and funds beld by the Parent Company denominated in 1S Dollnrs

o2l 2020
Koo AR
hssets 374,433 547,708
Liahilities (1 A306%5) (1,726,787)
Nl shin sxposuTe [1.056,262) 1.0 79.082)
The following exchange rates has been applied;
Average rate Year-end spot rate
1021 0 021 020

L% Dollars (30616 .30173 030220 0MELS
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Sensithiy anadysly

A 5 percent strengrthening of the KD againg US Dallars a2 the reporting date would have increased
¥ (decreased) ibe Joss Tor the vear and equity by KD 166440 thouwsand (20200 K[} 190,.27)
thousand). This analysis assumes that all ofher wnninbles, in panicalar mtercst rates, remain
CORSLETL,

Inierext rave rixk

Interest mie risk i the risk that the fir valus or funre cash flows of Group®s financial insramem
will Muctunte beemese of changes in garket inferest rates. Liberest rale risk is ihe risk of Muctuations
in imerest rabes on the Ciroup s imbenest beaning lnkilines.

Irterest rate risk 5 assessed by measuring the impact of reasonable possible change in interest/
profit rale movemnents. Al reparting date, the Groap is exposed 10 inlerest / profit mie pertaining
to the following interest bearing financial instnements:

2021 2020

I en Ko

Laoane aed hormowings (2,304 595 (2, 760,693)
Dieferred payments (T0.541) (143,332}
Funds keld by the Parcot Compary 349,337 474 999
Term deposits 17,379 Thid

— 112,044
USR8420) (3351081

A repsonably possible change of 100 basis poists i inberest mies af the reporting date weald have
Enct::u.au:l-'{#uuuuﬂqn.ﬁly nsl losms: for the year by K1Y 19,282 thousand (2020; KD 22 511
thousand). This analysis assumes that all olher vanahles, in pasticular forcign cumency exchange
ruless, Mownain oorstant

Equity price rigk

Equity prece nisk is (be msk (b (e Gair valoe or fitise cosh Bows of & finaneisl manement will
facrante a3 & result of changes in equity market prices, whether caused by factors specific 1o an
inmdividual investmien, isaser of all fsctors affocting all instruments traded in the market,

The Group is not exposed to equity price risk as thero are 5o invesiments in equity sccurities.

thperaioaal mik

Crpernticmal risk i ihe risk of loss arising from systems Ballure, busan ermor, mod or cxtemal
:mm.‘ir'-ttnnm'nhlui]mpurmm.muifinnlmhmmwmnndﬁuu.M\thgﬂ
or regulstory implications, or boad 10 financial loss, The Giroup comnot cxpect 10 eliminate all
opcraticnnl risks, bt through a control framework and by mvoitoring and responding o potential
risks, the Group is sbbe w0 manspe the risks. Controls inclode effective sepregation of duties, access,
authorisation and roconcilistton  procedures, siafl oducation and  psessment  peoccsses.
Manapement has implemented health and safety policies and proceduses addition to an adequaie
isurane: coverage 1o miligale opeméinnal nsk.
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1.

Prepoywmend rivk

Prepayment risk is the risk that the Group will incur a financial oss becnuse is custamens and
CouReTpariies repay of request repayment carlier or later than expectod. The Group is no
significamly exposed W prepusymend nidk,

Fadr value of finnncin] invtraments

Fair value is the price that would be received 1o sell an assei o paid o wansfer & labitity in an
orderly transaclion between markel pamticipants at the measarement dste Underiving the
definiticn of fair value is the presumptbon that the Group is & going concem withaut any intention,
or poed, w0 lquidate, curtail materially the scabe of its operations or endertake 8 iransaction op
pelverss lemms,

In the opinion of the managensent, the estimated fnir value of fnancial assets and Hahilities that
are ol carmied at fair value at the reporting date is not matesially differeni from their camrying
value due 1o £her o medum term miure of these instnEments.

Capital risk management

The management's policy & to maintain a drong capital hate 1o sustain futuze development of
the business and maximise sharcholder value. In onder 1o detenmine or adjust the capital stracture,
the Group monitors its capital structure and makes adjustment 10 it in light of changes in
economic conditsens. The Group manitors igs capital on the hasis of pearing ratio, The ratis =
cabculated ws met debi divided by total capital. Nes debt is defined as financing, received From the
Parent Compaty and term floans less csh and cash equivalents. Total capital is caleulated ax
eruity a3 thown in the consolidated uatement of finamcind position.

The gearing ratins & the reporting dale are os follows:

2021 220

KD 00 LA R

Financing received from the Parcei Company 019,905 4513959
Lowns and borrowings 2 3068, 595 2,760,632
Deferned payments T 143,332
Cash and cash equivalenils (54 6371 (6R61T)
Net dely 7330477 7349372
Todinl equity I.B35 685 1,709,757
Total capital 0,166, 1632 9,059,120

There wiere no changes in the Growp's appeoach o capital menagement during the year. Fusther,
the Company is nol subject 10 externally imposed cagwital resuirements, except the minimam
capital requiremends of the Companies Law No. | of 2016, as amended, and its Exscutive
Regulations

Caplial com mdimenis

At ibe noporting dase, the Company had commitenents with respeet 1o [uture cagpizal

amounting 1o KI} 208 TEE (housand (2020: KD 122,202 thoosand), Bueept for CFIF, otber
commitments will be financed by the Parert Company
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AL

an

KARO's subsidiary has following fixed sale and purchase commitments ustil the agreement 15
canceiled in wring by both contractunl parties:

*  Sale of benrene o TREC amounting 10 spproximately KD 102 million per day (2020; KD
0.14 million per dayl

= Puschasc of napluba from the Parent Company amounting to approximately K13 757 miflion
per day (2020: KD 1,10 million per day); and

®  Sale of returm streans of naphtha to Parent Company smounting to approximately KI3 379
milbien per day (2020: KD 0.52 million per day),

In sdditeon to the sbove, the subsidlacy alse has capitn! commitments amountiag to KD 379
thousand,

Contlngent lEabilities

The Groap is imvalved in various legal procesdings and claims arising in the ordinasy cosrse of
business. While the outcome of these matters canmot be predicted with certainty, the management
hss recorded ceriain provisions in the consalidated Anancial satermenis in redation to the onpoing
litigations which are based on the probable estimate of the management in consultation widh the
Ginoup s legal counsel,

Implieations of COVID-19

Coronavings (“COVID-197) a ghobal pandemic, The COVID-19 pandemic and relsied seonomic
repencussions hive crested significant volatility, uncertainty and turmoil i the oil and gas and
related industries. This outhreak and the related responses of govenmental suathorities to limit the
spresd of the vins have sigmificantly reduced global economic setivity, resalting in an
unprecedented decline fn the demand for commodities, This supply-and-demasd  imbalance
eoinecided with decisions of various global o:l producers 10 increase the production bevels, pubting
severe downwand pressune on commadity prices. These factors cnnsed & swifl and material
delesionation i commadity prices during the year. Due 10 above, the Group experienced among
other things declise in reverae lending 10 on impact on the Group™s finemcial results amd fmasoind
position.

Thee full extent and fmpact of the COVID-19 pandemic and related factons is anknown i ilhis tinse
nrsl the degree to which # may impact the Giroup's business operutions and finaneis] results will
depend ou fature developments, which are highly uncertain and cansot be prediciad with any
degree of confidence, including: the dunstion, seventy and geographic spread of the COVITL- 1%

vins

In respanse to the event, the Group has taken several executive decisions in response to minimise
the fimancial impact a5 o result of the pandemic. In addition 10 the above, the Group also expects
the market 1o recover in tbe coming months with an upward trend in the market prices subsequent
oy U yesar el

The Group is closely monitoring the situation and hes sctivated its Business Continuity Planning
and risk management practices to mansge the potential business disupiion tha COVID-19
outbresk may bave on 1ls operations asd financial performance,

The Giroup has considered potential impacts of the current economic volntility in determination
af the reported amounts of the Group's fintncial and pon-financial assets and these are comidenad
o represend mandgements best assesament based on available or ohservable informatinn,
Markets however remaie volstile and the recorded amounis remain sensitive to market
fsctuations,
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