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KPC Mission

"We optimize the value of Kuwait’s hydrocarbon resources by operating commercially and
globally in an integrated and sustainable manner, while providing opportunities for our peo-
ple to grow and contributing to Kuwait’s economic development.”

KPC Vision

Our vision is to be a global, integrated oil & gas leader, through:
* Leveraging innovation to maximize profit.
+ Excelling with capable and motivated people.
* Acting as a secure and reliable supplier.
* Delivering efficiently and effectively.
* Ensuring health, safety, and security.
* Respecting the environment.

KPC Values

+ Partnership: Building and sustaining relationships that support growth and enhance
operational excellence.

+ Caring for People: Creating a culture where people develop and grow, and are posi-
tively motivated to contribute to the success of others.

« Commitment to HSSE: Respecting the environment, and ensuring safety security,
and the promotion of a healthy workplace wherever KPC operates.

* Pride: Creating employee satisfaction on an individual level and promoting a sense of
loyalty and belonging to KPC.

* Integrity: Acting in a trustworthy manner with the highest standards of ethics, respect,
and honesty.

* Innovation: Developing and embracing new ideas, methods, and approaches to solv-
ing challenges that create value.

+ Excellence: Encouraging high performance, continuous improvement, and a custom-
er focus.

* One team: Caring for the interests of KPC and ensuring alignment to achieve corpo-
rate and State goals.
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KPC Chairman's Statement

"KPC utilizes its full capabilities and efforts to se-
cure Kuwait's oil future, particularly in light of the
current exceptional circumstances the whole world
is going through."

Despite the difficulties and negative repercussions facing the global
economy as a result of the outbreak of the Corona Virus pandemic,
the oil sector dedicated its focus and efforts on delivering its main ac-
complishments and objectives towards securing Kuwait’s oil’s future
over the upcoming years for our current and future generation. Given
the fact that the current crisis has affected economies of all countries,
including the State of Kuwait, and the oil industry, which is the most important pillar of the Kuwaiti econ-
omy.

Despite the successive pressures facing the oil sector and its employees because of the global events,
the sector’s achievements and contributions have continued. Hence, it is my pleasure to present the KPC
Annual Report for the Financial Year 2020-2021 that includes all the efforts and significant achievements
that have been accomplished during this tough time.

In the oil sector, we encounter an ever-changing environment with great challenges that require us to al-
ways adapt to the local and global changes and challenges, in order to be able to achieve our aspirations
towards a global leading position. Hence, Kuwait Petroleum Corporation (KPC) had to follow a scientific
methodology in planning the way forward for the Kuwaiti oil industry, beginning by setting its long-term
strategic directions and then updating them in line with internal and external changes and developments.

We are proud of all the achievements included in the annual report of KPC and its subsidiaries, from
exploration, production and export operations, to refining and petrochemical operations to increase rev-
enues for the State of Kuwait, including strategic and vital projects such as the two environmental fuel
projects and Al-Zour Refinery. In addition, to providing job opportunities for the Kuwaiti youth in alignment
with the developed ambitious plans set, as well as adopting the latest training programs to qualify new-
ly-hired employees. In conjunction with the development of national cadres working for KPC, and pro-
ceeding from our belief that the real wealth of the country is the human capital, we were very determined
to implement the KPC Strategic Directions representing the roadmap for the implementation of mega
projects within Kuwait and abroad in various aspects to improve the income of the Kuwaiti economy and
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continue to be at the forefront to maintain the oil sector as an influential driver of the national and global
economy.

We plan on stepping up our efforts and committing to integration and our one team spirit to improve per-
formance and to establish a solid base for the sustainability of this sector, thereby achieving the highest
benefits. Therefore, | extend all thanks and appreciation to all leaders, employees, unions, and contrac-
tors of the sector for their great efforts to maintain the continuity of the oil sector operations, by following
the precautionary and protective measures announced by the health authorities in the country whenever
we conduct our duties.

In conclusion, on my own behalf and on behalf of all members of the Board of Directors and executive
management of KPC and subsidiaries, | would like to extend my heartfelt thanks to His Highness the
Emir of the Country, Sheikh Nawaf Al-Ahmad Al-Jaber Al-Sabah, and to his Crown Prince Sheikh Mishaal
Al-Ahmad Al-Jaber Al-Sabah, may Allah preserve them both, for their continuous support for the advance-
ment and growth of the oil sector. | also extend my sincere thanks and appreciation to the executive man-
agement of KPC and subsidiaries in recognition of their tireless efforts and constant pursuit to achieve
strategic objectives, in combination with overcoming the significant challenges we face and working firmly
to develop and enhance sustainable development.

| also extend my thanks and gratitude to the work team and the people working in the oil sector for their
extraordinary dedication and sincerity in performing their duties despite the most difficult circumstances.
| would also like to thank our partners for their efforts to enhance the work environment. Without all these
significant contributions, we would not have been able to go through a year full of difficulties and chal-
lenges with such stability and steadfastness, hoping to continue working during the next phase with more
determination and proficiency. May Allah guide us all to that which is good and successful.

Dr. Mohammad Abdullatif Al-Fares
Minister of Oil and Minister of Higher Education
KPC Chairman
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KPC CEOQO's Statement

"KPC faced the exceptional challenges of 2020/2021
with high operational flexibility and concrete achieve-
ments"

The successes delivered by KPC, and its subsidiaries are continuous
due to the framework of the ambitious program being implemented
by KPC, which aims to enhance the sources of the oil's wealth and
improve the efficiency of their use in a way that achieves the vital
objectives set for this framework. KPC strives diligently to deliver the
optimal value for Kuwait's hydrocarbon resources by managing its op-
erations around the world on a commercial basis, in an integrated and
sustainable manner. Furthermore, KPC is keen to meet all the current
and future energy needs of the State of Kuwait by supplying an economically and environmentally opti-
mal combination of different types of fuel, while striving to provide strategic alternatives. KPC adopts the
international highest standards and best practices to conduct qualitative transformation and operational
excellence across all activities and operations. It is also concerned with the continuous development of
all areas of this vital industry, especially since the oil industry is the main supporter of the local economy.

This has always been a priority concern for the wise leadership, triggering a careful and continuous fol-
low-up throughout the year of the workflow of the existing oil projects, including KPIs and progress rates,
with the aim of providing support to overcome all challenges facing the oil sector to achieve tangible pos-
itive results. Despite lower prices in the oil markets due to the outbreak of the Corona Virus pandemic,
the oil sector faced all these challenges firmly by developing well-thought-out plans and new programs in
line with the current circumstances.

The financial year 2020/2021 was an unprecedented turning point posing exceptional challenges that re-
quired a quick and effective response to deal with the nature of these circumstances. Since the outbreak
of the pandemic to the present time, KPC focused on providing support and assistance to the Kuwaiti
institutions, including the Ministry of Health (MOH) which was the first concerned authority in the efforts
exerted to combat this global pandemic. Therefore, KPC established quarantine stations, camps to host
the infected cases, and field hospitals, and allocated part of the facilities affiliated to KPC and subsidiaries
for supporting MOH.

In light of local, regional and international circumstances characterized by uncertainty, KPC and subsid-
iaries concluded the financial year 2020/2021 by bringing about outstanding achievements in various oil
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sectors, thanks to the efforts of the oil sector workers across various subsectors, from production and
exploration to exportation through refining and petrochemical operations along with striving to achieve
leadership in HSSE and to delivering remarkable contributions in the field of renewable energy.

Today, we put forward this annual report for the financial year 2020/2021, taking pride in the outstanding
business results, foremost of which is the operation of the Heavy Oil Production Project and the success-
ful export of 3 shipments thereof. The production and development of the Divided Zone were resumed
after a 5-year disruption. Al-Ahmadi Refinery was commissioned under the Environmental Fuel Project
and the first shipment of high-quality petroleum coke was exported. In addition, two new tankers were
received as part of the phase IV of the KOTC Fleet Modernization Plan, along with achieving the first oil
production from the Geisum Concession. The sector also exerted tireless efforts to advance the workflow
of the Al-Zour Refinery and the Permanent Facilities for Importing LNG. The sector made efforts to min-
imize expenses and maximize revenues to adapt to economic conditions arising because of the Corona
pandemic and its impact on the global economy and oil markets.

In addition to the attention devoted by KPC to investing in the development of oil and gas resources, it
has paid similar attention to investing in the human capital as the main pillar in making and sustaining the
achievements during this period. KPC and subsidiaries have launched several ambitious initiatives and
programs to develop the skills of young cadres and prepare them in scientific and professional aspects
to assume leadership responsibilities in line with the current conditions witnessed by the sector and the
planned growth in the future. Furthermore, they implemented a wider range of large petroleum projects
required for the preparation of young cadres capable of efficiently managing and operating these projects.

As we are facing new challenges and implementing huge projects aimed at advancing the oil industry,
it was necessary for us to benefit from our previous experiences and expertise and to adopt the most
advanced technologies in all our activities and operational processes, by applying higher standards with
the aim of consolidating our position as an industry leader. We hope that our next steps of success will be
based on firm rules and accelerated efforts for the sake of future generations and to achieve the public
interest and benefit for the State of Kuwait as well as the oil industry.

May Allah guide us all to that which is beneficial to our beloved country, Kuwait.

Hashem Sayed Hashem
Deputy Chairman
CEO, Kuwait Petroleum Corporation



Annual Report 2020-2021 Kuwait Petroleum Corporation

The KPC Financial Performance for the The Circumstances and Developments of Global
Financial Year 2020/2021 Markets during the Financial Year 2020/2021

The repercussions of the Corona pandemic have negatively affected global economies,
especially by lockdown measures and travel restrictions, but there are signs of recovery, as
efforts of vaccination campaigns and the gradual removal of lockdown measures are accel-

Total Revenue for erating. Furthermore, the recession of economic growth by 3.5% in 2020 has forced most
the FY global economies to provide stimulus packages, financial aids, and interest rate reduction by

central banks in an effort to address the negative effects of the Corona pandemic, in addition

KWD 1 6-9 ' to promoting the global economy during the next two years, as it is expected that 2021 will

Billion record economic growth of 5.5%.

The global economic recession in 2020 due to the Corona pandemic led to an unprecedent-
ed decrease in global demand for oil, and accordingly all entities concerned with energy
affairs such as the Organization of Petroleum Exporting Countries (OPEC), the US Ener-
gy Information Administration (EIA), the International Energy Agency (IEA), and the global
consulting companies updated their forecasts for the decline in oil demand during 2020 by
9.5 MBPD compared to 2019, bringing the demand rate to 90.5 MBPD as a result of the
economic reduction.

Total Capital Ex-

Total Expenses penditure for the
for the FY FY

- The OPEC+ continues its efforts to monitor developments in the global oil markets and to

KWD 1 6-8 KWD 2_2 : i;‘"' discuss the best pathways to rebalance the oil markets through its monthly meetings. During
Billion Billion S its meeting held in April 2020, it was agreed upon that the largest oil production will decrease
ikt in the history of the oil industry by 9.7 MBPD. The State of Kuwait effectively participated

in all these meetings through its membership in the Ministerial and Technical Production
Control Committee and through monthly meetings, the recommendations of which led to the
issuance of decisions related to the historic agreement which undoubtedly contributed to
the improvement of oil market conditions during the rest of 2020 and the beginning of 2021.

Net Profits for
the FY

KWD 94'5 g 0 Crude Oil Demand (million barrels of oil/day)
million - = 0

The percentage of

decrease in global oil
demand compared to 2020 2019
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“Global supply and demand for crude oil, refined
products and petrochemicals were affected by the
Corona pandemic and the precautionary measures

taken to control the pandemic”

Gasoline markets witnessed a sharp decline during 2020, as global vehicle sales decreased
by 15 million vehicles, equivalent to 18% compared to 2018.

Global demand for aviation fuel decreased by 40% to reach an average of 4.75 million
barrels per day in 2020 due to closure of airports and stoppage of passenger flights traffic
to limit the spread of COVID-19. Furthermore, decrease in demand forced the refineries to
reduce their production, which led to a 35% decrease in aviation fuel production, in addition
to the low prices since the beginning of the pandemic.

It is expected that the global surplus fuel oil will increase by 30% during the current period as
the spread of the (new and mutated) Corona virus prevented the return to normal conditions.
In addition, the new sulfur specifications of International Maritime Organization (IMO) creat-
ed a surplus of high sulfur fuel oil in the fuel market. At the same time, availability of quan-
tities of fuel oil conforming to the specifications led to an increase in stock of gas oil, which
was used as a substitute for fuel oil, as it is low in sulfur and conforms to the specifications.
Thus, the demand for gas oil decreased by 9% in 2020 to reach an average of 26.2 million
barrels. This led to a decrease in prices. Rates of use of ships’ exhaust purifiers will be lower
than previously expected as result of the current conditions. Most of the refinery projects to
produce fuel oil in accordance with new sulfur specifications of International Maritime Or-
ganization (IMO) are temporarily delayed or postponed due to the pandemic.

Global supply and demand for gas Global supply and demand for
oil (million barrels / per day) aviation fuel (million barrels / per
day)

28.66 28.75
26.21 26.69

j§ 2020 g 2019

sl | o padl
J§ 2020 pg 2019

The impact of the pandemic on the naphtha product is less severe compared to other prod-
ucts, whereas the demand for naphtha decreased by 0.25% to reach 282.77 million metric
tons during 2020, as naphtha product is used as feedstock for production of polypropylene
and polyethylene used in manufacture of personal and medical protection products, includ-
ing respirators, personal protective gear, and single-use plastic injection needles, which
prevented a sharp decline in global demand for naphtha.

It is expected that global deficit during 2021 in supply of petroleum coke will be increased
by 20%, as demand has rapidly increased in such manner that exceeds supply, as refiners
have largely decreased production due to the decrease in use the of the product in the alu-
minum sector due to the pandemic.

Global sulfur market is witnessing a decrease in surplus during fiscal year 2020/2021 de-
spite increase in sulfur production, due to increase in phosphate capacity in Morocco, Saudi
Arabia, Brazil and United States of America, and the demand for sulfur in all its forms is not
expected to recover in industrial and chemical sectors to a pre-coronavirus pandemic level
until early 2022.

The largest deficit in global supplies of LPG was witnessed by the Asian continent, which
has nearly half of global demand (especially from China, India, Japan, Indonesia, and South
Korea). In contrast, the main LPG exporting regions were United States of America and
Middle East (where they hold almost half of the world's production).

Year 2020 was characterized by the increase in supply over demand for the liquefied natu-
ral gas product due to spread of the Corona virus. However, in the fourth quarter, demand
increased by 11% compared to the third quarter because of the winter season and the se-
vere cold wave, which led to increase in demand by 0.9% compared to fourth quarter of the
previous year. There is still no indication of accelerating final investment decisions for many
future projects.

Global supply and demand for Global supply and demand for sulfur

petroleum coke (million metric tons) (million metric tons)
(S Ol Ogle)

64.53
63.04
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2020 m 2016~
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Unprecedented drop in global refinery operating rates
to below 70%.

In general, global refinery operating rates have been decreased below 70% during 2020 due to
drop in demand for oil derivatives during repercussions of Corona crisis. However, it is expected
that such rates will be gradually recover and increase in the upcoming years.

Overview of Global Petrochemical Markets

As a result of the continuing repercussions and developments of (new and mutated) Corona
pandemic and tightening of procedures for implementing partial and total closure policies, which
included many ports, land transport sectors and railways related to supply chain operations and
logistical support for petrochemical products. This has led to the decrease in demand in all com-
petitive global petrochemical markets and increase in supply due to inability to reach channels of
selling applications of these petrochemical products. In addition, many producers and end users
declaring a force majeure event for their factories due to their inability to secure access of labor
to workplaces while reducing production rates, and inability to secure necessary bank credits
to purchase products in light of closure policies that also included many vital banking sectors
that greatly affected movement of remittances related to implementation of contract clauses
related to cash flows and financial payments in exchange for purchases and sales in global
markets. This resulted in reflection of events on various petrochemical prices, as prices of the
polypropylene product decreased during first quarter of fiscal year 2020/2021 from selling price
of USD 900 per ton to below USD 750 per ton. However, prices began to recover and gradually OPERAT'ONAL
rise in the second quarter to the previous levels, as prices rose during third and fourth quarters

of the fiscal year to above USD 1900 per ton, due to increase in global demand for polymer ap- PERFORMANCE
plications in various consumer manufacturing industries and simultaneous declaration of force
majeure in American and European markets due to bad weather conditions. In addition, prices
were affected by the rise in the value of container shipping freights in Asian markets, which con-
tributed to unprecedented rise in polymer selling prices.

It was the same status for petrochemical aromatics products, where price of Paraxylene contin-
ued to decline during the second and third quarter of fiscal year 2020/2021 to reach USD 320
- 500 per ton as the lowest trading price in aromatic petrochemical markets, with deterioration
of profit margins to reach rates below USD 130 per ton due to high price of feedstock, which co-
incided with closure policies in ports of discharge in the United States, Europe, Southeast Asia
and Indian sub-continent (India and Pakistan) with waves of mutation of Corona virus, especially
effects of abundance of supply in Chinese markets specifically due to accumulation of stocks
of Paraxylene and entry of the new production capacities in production. However, prices have
been improved during the last quarter of the fiscal year to be USD 600 dollars per ton, due to
easing of restrictions in markets of Indian subcontinent, Europe, and America.

Supply and demand for petrochemical products, especially the Asian, Indian subcontinent and
European markets, is still dependent on policies of easing partial and total closure and preven-
tive health measures followed to limit the spread of the Corona pandemic, as these markets are
considered the main driver in indicators and economics of petrochemical industry and its deriva-
tives and various applications, taking into account that all prices of petrochemical products and
their economic indicators are primarily subject to change in global oil markets, which is reflected
on prices of paraxylene and naphtha products, as well as on prices of propylene and polymers,
which reached their lowest level during the first and second quarter with significant improvement
during the third and fourth quarter of fiscal year 2020/2021.
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Exploration and Production within the State of Kuwait

“KPC uses the latest technologies in the production
and development processes to achieve operational
excellenceinaccordance with international standards.”

Crude Qil

Considering directives issued by the State of Kuwait and the Kingdom of Saudi Arabia, based
on the agreement contained in the memorandum of understanding concluded between them on
December 24, 2019, production was resumed at Khafji joint operations on February 23, 2020,
and production at joint Wafra operations was resumed on July 1, 2020. This achievement was
resulted from great efforts made by official authorities, especially Kuwaiti Ministry of Foreign
Affairs and Ministry of Oil, which resulted in preparation and conclusion of recent agreements
between both countries, as well as efforts made by loyal national cadres on Kuwaiti and Saudi
sides in the joint operations areas to maintain safety of assets, facilities and constructions and
their readiness for work, and accompanying intensive preparations for the return of production
in accordance with agreed plans and procedures.

On the other hand, efforts are continuing to increase and enhance production capacity of crude
oil by overcoming obstacles and implementing several capital projects to reach the target pro-
duction. The heavy oil project was launched, which is a historic achievement for the State of
Kuwait, in general, and for Kuwait Oil Company in particular, in terms of increasing production
capacity and entry in field of heavy oil. Production of the heavy oil project reached 51 thousand
barrels per day by drilling 930 wells, with total production of more than 7 million barrels since
commencement of production operations in February 2020. The first shipment of heavy oil, in
history of Kuwait, was exported in May 2020. This contributes to diversifying types of exported
crude oil. Today, State of Kuwait has ability to export three types of oils, namely Kuwaiti crude
oil, Kuwaiti high-quality light oil, and Kuwaiti heavy oil.

One of the most prominent endeavors to raise level of production was applying micro-seismic
technology in two wells located in Bahra field in northern Kuwait in December 2020, for the first
time in its history. The preliminary results showed extent of value and effectiveness of this ap-
plication in improving and developing fracking process in such manner that helps to raise level
of production. This technology is considered one of successful alternative solutions to address
challenge of improving production in Al-Mawdood oil layer. Therefore, it is expected to gener-
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alize this experience through the use of the application on other reservoirs with similar rocky
characteristics in Sabriya field.

In this context, the first successful operation of “Zaytec” system for recovering and re-installing
submersible pumps without need for drilling rigs in south and east of Kuwait was carried out in
December 2020, whereas submersible pump was recovered and reinstalled in the 361 Maqwa
well through “Zaytec” system without using drilling tower. Accordingly, this successful experi-
ence has proven possibility of applying this technology on a larger scale in all oil fields, because
this achievement has significant positive impact on progress of operations, especially since a
large proportion of wells depend on submersible pumps in production of oil. Further, this tech-
nology saves time, whereas wells are returned to production within a week at the latest instead
of months if drilling rigs are used, which saves costs related to use of well rehabilitation towers.

All works on the associated water collection project in East Kuwait region were completed in
January 2021, whereas tanks were delivered from various collection centers to the project site,
thanks to tremendous efforts of several work teams, whereas Kuwaiti engineers are supervising
the project in terms of design, construction, and transportation. The project is important because
it increases the absorptive capacity to dispose of surplus water and supply injection wells with
such water through pipelines connected to production facilities, which resulted in an increase in
oil production in East Kuwait region.

Efforts made to maximize strategic value of oil production in the divided region include com-
pletion of selecting seismic survey (expert) designer for new 3D seismic survey project for the
entire Khafji Joint Operations.

Production of Free (Non-Associated) and Associated Gas

KPC’s overall 2040 Strategic Directions aim at increasing the production of free (non-associat-
ed) gas in the State of Kuwait (including the Divided Zone) to the equivalent of 1,400 MMCFD
in 2025, to meet local needs of gaseous fuels for production of environmentally friendly energy,
in addition to providing appropriate feedstock for current and future petrochemical industries.
Following the efforts made to explore and develop free natural gas in the State of Kuwait, free
natural gas was discovered in Jurassic reservoirs in 2006, where free natural gas was discov-
ered in the Umm Naga, Al-Raheya, Mutriba and other fields throughout the State of Kuwait.

Due to this, the rate of free (non-associated) gas production from KOC operations amounted
to approximately 541 MMSCFD (on average) during the financial year 2020-2021, an increase
of 39 MMSCFD compared to the previous financial year. This is due to several factors, most
notably the improvement of the company's enhanced facilities maintenance, which led to an in-
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crease in the periods available for production and operation of facilities, thereby increasing their
production capacity, in addition to an increase in the number of well maintenance operations,
which increased their production rates.

As for the optimal utilization of the inherent value of gas in the Divided Zone, several projects
and studies are being completed and implemented, such as the Hout Associated Gas Project
(Ratawi limestone reservoirs in Khafji), which is fully completed. As for the new Gas Pipeline
Construction Project from KJO region to the KNPC Mina Al-Ahmadi Refinery, its progress rate
is 98%.

Construction of gas and natural gas liquid (NGL) export facilities of Kuwait Gulf Oil Company
through Al Khafji Joint Operations has also been completed. Further, it was agreed with the
partner to operate and maintain these facilities, which include many facilities and equipment,
including gas compressors, gas condensate pumps, coolers, and long 4 km road transport line.

Regarding the Al-Durra field development project, which aims to produce one billion cubic feet
per day of gas, so that State of Kuwait’s share of it will reach 500 million cubic feet per day,
Board of Directors of KPC has approved option of establishing gas separation facilities at sea,
specifically “offshore division”. The matter was referred to the Kuwaiti Ministry of Foreign Affairs
to coordinate with Saudi Arabia to reach an agreement on the optimal option (maritime separa-
tion) in preparation for considering preliminary engineering designs (Pre-FEED) for the project.

Development of Oil Reserves to Ensure Sustainability of Production

In line with KPC’s general strategic directions, which require replacing quantities of hydrocarbon
produced by adding quantities of proven reserves of oil and gas annually by improving methods
of extraction from currently known hydrocarbon reservoirs, and continuing intensive exploration
operations in onshore and offshore areas to reach future goals of production rates, several eco-
nomic volumes have been discovered in two new oil fields, in addition to discovery of extension
of northern part of Great Burgan field. The first discovery is in middle Marat layer in (Houma)
field in northwestern part, and second discovery is (Al-Qashaaniya) field in northern Kuwait with
a production capacity equivalent to 1,819 barrels per day of light oil and associated gas, in addi-
tion to discovery of conventional oil north of large Burgan field in Wara and Mawdud reservoirs.

Kuwait Petroleum Corporation

This achievement is part of a series of achievements and efforts made to achieve strategic goal
2040 for production capabilities.

In the same context, several exploratory drilling operations were completed during fiscal year
2020/2021, which will contribute to achieving strategic goals in terms of adding reserves and
production, including drilling Jurassic exploratory well (KB-15) in Najma layer in Kebd field and
extracting oil with quality of about 46 Specific Density and Jurassic Exploration Well (KA-07)
Marat Bottom Layer in Kahlulah Field and proving presence of oil with quality of 33 Specific
Density.

Moreover, a plan for a three-dimensional seismic survey of subsurface layers was implemented
in the development area for light and heavy oil reservoirs of joint operations in Wafra, in order
to accurately understand characteristics of the reservoirs that help improve production in the
region, whereas technical workshops were held periodically in presence of teams from both Ku-
wait and Saudi Arabia sides to discuss and harmonize results of the three-dimensional seismic
survey, as a result of which total increase of 101% of the area of development area at light
and heavy oil reservoirs, as new boundaries were drawn for three reservoirs in Al-Wafra. This
increase around the development area will add great quantities of hydrocarbon reserves.

The underground monitoring plan is also currently being implemented in coordination with joint
operations in Wafra as part of achieving primary objective of gaining a comprehensive under-
standing of the reservoir standards that helps the asset teams to improve and enhance produc-
tion by adjusting production and injection strategies. Monitoring campaign also includes mon-
itoring changes within the well to ensure safety of wells for purpose of safe production in such
manner that maximize oil extraction from the available reserves. A long-term plan is underway to
monitor pressure of Ratawi reservoir (water injection and reservoir management) in Wafra joint
operations.
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Exploration and Production outside the State of Kuwait

”The offshore asset portfolio includes drilling and
exploration concessions in 45 countries spread over
five continents across the world.”

In light of KPC’s efforts to enhance the global presence of the State of Kuwait in the field of
oil and gas production and in line with KPC’s overall 2040 Strategic Directions with regard to
exploration and production outside the State of Kuwait, Kuwait Foreign Petroleum Exploration
Company (KUFPEC) has endeavored to develop and improve the current portfolio of assets in
order to achieve operational excellence.

The KUFPEC average production rate amounted to about 103 MBOE/D during 2020. KUFPEC
added new oil reserves estimated at 5.7 MMBOE through the development activities completed
during this year. Thus, by the end of 2020, the total proven reserves reached approximately 420
MMBOE.

It is worthy to be mentioned noting that the development program for the second, third and fourth
phases of Kaybob condensate-rich shale project in Canada has been completed, as 29 wells
were drilled, and 34 wells were connected to production lines at end of 2020. The production
rate from Kaybob project reached its peak in the fourth quarter of 2020 when it reached 19,000
MBOE/D.

As for Wheatstone project in Australia, the net production was reached about 45,000 BOE/D
during 2020, through improving the facilities where the old and expensive equipment that re-
quires frequent maintenance was upgraded and replaced with high reliability ones. This led to
an increase in production and efficiency of the project facilities; whereas nominal capacity of
the project at stage of the final investment decision was about 8.9 million metric tons per year,
but with using effective methods of project management and best practices, production capac-
ity was increased to 11.6 million metric tons per year. Further, efficiency of the LNG plant was
improved by installing highly efficient gas turbines and using cooling during extremely hot days
to reduce impact of ambient temperature on plant performance, which contributed to reducing
unplanned production stops. These improvements led to increased revenues and thus improved
project economics and net present value (NPV).

In Malaysia, works of drilling the second appraisal well (Lang Lebah-2), with depth of 4,320
meters, have been completed. This resulted in positive results that enhanced quantities of gas
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explored in the (SK-410B) project in Malaysia, which are initially estimated at multi-trillion cu-
bic feet of gas. It has been found that density of gas-producing formations are more than 600
meters. Therefore, we are currently discussing with partners options for developing the field, as
Kuwait Foreign Petroleum Exploration Company (KUFPEC) owns 42.5% of the project.

On the other hand, the geological and geophysical studies of Anampas project in Indonesia have
been completed, as KUFPEC plays role of operator in this project, with efforts of the company's
specialists and without assigning a consultant, which contributed to saving $500 thousand.

As part of efforts exerted to in investment opportunities of economic feasibility, an exploration
and production agreement was signed with Egyptian Natural Gas Holding Company in offshore
Ras Kniss sector located in Herodotus Basin in the Mediterranean. The share of KUFPEC in
this agreement is 25%, in partnership with Total (the operator) 35%, Shell 30%, and Egyptian
Tharwa National Petroleum Company 10%.

Kuwait Foreign Petroleum Exploration Company (KUFPEC) also signed an exploration license
in Winston Lead sector - PL1091) with Norwegian government in March 2021. This sector is in
the Greater Sleipner region, which will provide opportunities to discover new resources and link
them to the company's existing assets in the region. This sector will also contribute to maintain-
ing good relations with government authorities through active participation in exploration efforts
in Norway.

Exiting from inoperable assets

Considering the difficult economic conditions experienced by oil industry and decline in oil pric-
es, KUFPEC has exited from the Sidi Al-Kilani project in Tunisia, with value of USD 500,000, as
the company is awaiting final official approvals from Tunisian government.

Further, Kuwait Foreign Petroleum Exploration Company (KUFPEC) has not renewed the ex-
ploration licenses related to Harbor project in Pakistan, block (26-52) in China, block (PL-850) in
Norway, and (WA-483-P) and (WA-191-P) projects in Australia.




Refining and Manufacturing within the State of Kuwait

”Providing high-quality petroleum products to meet
the international market needs and requirements”

The updated overall Strategic Directions of KPC and its affiliations till 2040 call for expanding
refining capacity within State of Kuwait at the highest manufacturing level, by reaching (a maxi-
mum of) 1.6 MBPD in 2025, whereas KPC hope to achieve this objective through fully operating
the Environmental Fuel Project (developing existing refineries) and the Al-Zour Refinery Project,
which also ensure revenue generation for the State of Kuwait by producing petroleum products
with international high-quality specifications.

The Environmental Fuel Project aims to develop the Mina Abdullah Refinery and Mina Al-Ahma-
di Refinery into an integrated refining complex, with a refining capacity of 800 KBPD of Kuwaiti
crude oil, after the closure of the Shuaiba Refinery, while increasing the manufacturing capacity
of the two refineries to meet the challenges and future requirements of the global market of oil
products with high-quality specifications. This project is considered unique at the global level, as
no oil refining company has ever been able to develop its existing refineries of this size, while at
the same time continuing production operations and fulfilling its obligations towards its custom-
ers inside and outside the country. The project will support Kuwait's presence as an influential
and competitive country capable of meeting requirements and strict requirements imposed by
the global market to reduce sulfur and rest of the impurities and to produce environmentally
friendly petroleum products.

All project works have been completed at Mina Al-Ahmadi Refinery (second package), including
initial handover of all project facilities in August 2020. Then, works of operating the units affiliated
with this package will be commenced, while work continues at an accelerated pace to complete
the remaining units of the project in Mina Abdullah Refinery (Package one). It is worthy to be
noted that all project works in Mina Al-Ahmadi Refinery have been completed, after successful
operation of the last two production units (coal production unit and the naphtha treatment unit)
within the project during the last fiscal year 2019/2020. Accordingly, the total completion rate of
the project reached 99.38% until March 2021. Therefore, it is expected to complete operation of
all the project units in July 2021.

It is worthy to be noted that the first shipment (15,000 metric tons) of high-quality coal, produced
by the coaling unit at Mina Al-Ahmadi Refinery, was exported on May 21, 2020, through the ex-
port port in Shuaiba, which is the first shipment exported from the Environmental Fuel Project.
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As for Al-Zour Refinery project, it is expected to operate gradually starting from February 2020,
with a refining capacity of 615 KBPD (assuming refining Kuwaiti crude oil) to produce high-quali-
ty refined oil derivatives with low sulfur content, which will contribute to meeting the future needs
of fuel for power plants, and to keep pace with future international specifications for petroleum
products, in addition to providing a facility for refining Kuwaiti heavy oil. The project was 98.3%
completed by the end of March 2021, with completing mechanical works of all main refining
units. Process of full operation of the central control building has been commenced within phas-
es of operating Al-Zour Refinery. It is also worthy to be noted that the main gas line feeding the
refinery has been commissioned.

The temporary alternative lines project has been initially handed over to supply Al-Zour Refinery
with oil and gas fuel from Al-Ahmadi Refinery. Further, crude oil tanks have been initially handed
over and the first batch of crude oil has arrived from Al-Ahmadi Refinery and has been filled in
the tanks designated for it in the refinery.

Total quantities of petroleum products produced during fiscal year 2020/2021 amounted to
29,874 thousand metric tons. The following graph shows details of the same:

Quantities Produced in KNPC Refineries during the
FY 2020-2021 (thousand metric tons)
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*Includes refinery liquefied petroleum gases, sulfur, petroleum coke, bitumen, and propylene gas.
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As for the production of liquified gas, KNPC owns a gas liquefaction plant at Mina Al-Ahmadi
Refinery, which currently has 4 production lines with a capacity of 2.458 billion cubic feet of gas
per day. Natural gas delivers several economic and environmental benefits, the most important
of which is minimizing gas emissions, especially sulfur oxides, Nitrogen Oxides, and carbon di-
oxide. Other fuels such as crude oil, gas oil and fuel oil are also provided. Gas is used in electric
power plants and other industries such as petrochemicals, as well as to produce liquefied gas
for domestic uses. Below is a breakdown of the produced quantities of liquefied gas, including
lean gas, in the Mina Al-Ahmadi Refinery during Fiscal Year 2020/2021:

Produced Quantities of Liquefied Lean gas (billion standard cubic
Gas in the Mina AI-Ahmadi feet)
(thousand tons)
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In the field of environmental preservation, works of constructing and operating a new acid gas
removal plant (AGRP) project have been completed in June 2020. The project aims to be able to
treat quantities of acid gases expected to be produced from KOC and KGOC. The project comes
in line with the strategic plans to reduce gas emissions (Gas Flaring) to less than 1%, and thus
reduce the percentage of pollution with the aim of preserving the environment.

In the same context, the project of constructing and operating facilities of treating liquid sulfur,
produced by KOC at Mina Al-Ahmadi Refinery, was completed in April 2021.

Further, the project of constructing and operating expansion and development of Al-Ahmadi
Refinery has been completed. Some works are currently being executed based on the observa-
tions received from General Fire Department for the project facilities. This project is in line with
the recommendations of the study regarding future expectations for strategic needs for products
in the local market until 2030, whereas the needs of the local market for products will be met until
2030 in several stages, of which this project is the first stage. The project includes construction
of oil derivatives tanks, loading arms and support services facilities.

Construction of fifth unit for production of liquefied petroleum gas at Mina Al-Ahmadi refinery is
also underway. The mechanical works have been lately completed and the initial operation of
the project facilities has been commenced, whereas actual progress is 96.03%. The project is
expected to be completed in September 2021. The project aims to construct fifth unit for produc-
tion of liquefied petroleum gas, considering expectations of an increase in gas and condensate

production resulting from plans to develop new gas explorations in future oil and gas fields. The
project’s scope of work includes detailed engineering designs, as well as procurement, supply,
and installation of equipment for construction of fifth unit with capacity of 805 million standard
cubic feet per day of gas and 106,000 barrels per day of condensate, in addition to construction
of a new combined fuel gas treatment unit for each of the fourth and fifth gas liquefaction units.

Integration of Refining Operations and Petrochemical Industry

In line with the KPC directions to achieve integration between the refining and petrochemical
operations within the State of Kuwait, KIPIC completed front end engineering design (FEED) for
the petrochemical complex project (Aromatics Il and Olefins Ill) integrated with Al-Zour Refinery,
and selected the best technology licensors in the refining and petrochemical industry, so that the
complex will be designed on a global level and integrated with the Refinery, with close follow-up
of all technical matters by the project consultant and team at Kuwait Integrated Petroleum Indus-
tries Company. The approval of the Central Agency for Public Tenders was also obtained for the
lists of contractors for the engineering, procurement, construction, and operation phase of the
petrochemical complex project.

It is worth noting that the study work on the initiative to design green buildings for the petrochem-
ical project complex has been completed by an international consultant, so that the project will
follow the requirements of sustainable and environmentally friendly green buildings. Further,
(10) employees of the Kuwaiti national cadres in the company have been trained.
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Refining and Manufacturing outside the State of Kuwait
Crude Oil Refining

173 thousand barrels of Kuwaiti oil were being refined per day in the Vietham Refinery during the
financial year 2020-2021, in line with the overall Strategic Directions to dispose of 425 thousand
barrels of Kuwaiti oils per day by 2025 through external refineries affiliated with Kuwait Petrole-
um International Company.

Kuwait Petroleum International Company is currently implementing the Dugm Refinery project in
Sultanate of Oman, which represents a strategic partnership between the Omani company (OQ
Company) and Kuwait Petroleum International Company in equal shares. The refining capacity
of the Refinery is about 230 thousand barrels per day, with 145,000 barrels of Kuwaiti crude oil
are being refined therein. It is expected to start producing liquefied petroleum gas, naphtha, jet
fuel, diesel and coal with commencement of operations of the refinery in the second half of 2023,
whereas the progress reached 80.65% by end of March 2021. Further, works of constructing all
heavy equipment for the main refining units of the Dugm Refinery project (which are the towers
of the crude oil distillation unit and the vacuum distillation unit, hydrocracking reactors, cylinders
of the delayed coking unit and reactor of the diesel hydro processing unit), have been completed
according to the time table, despite the obstacles and restrictions that were faced, resulting from
the global Corona pandemic during the period of manufacturing some heavy equipment and
shipping them to the Refinery site.

As for the petrochemical complex project in Sultanate of Oman, which aims to produce polypro-
pylene, polyethylene and ethylene glycol, preliminary engineering studies for the project have
been started. According to the resolution of the partnership company’s board of directors, the
work has been suspended until the vision becomes clear on the global petrochemical markets
in regards to the impact of the Corona pandemic.

Retail Operations

“Significant presence of marketing and retail operations
and market share in Europe has been enhanced"

To maintain and expand the competitive position in the European retail market by promising
markets with high growth, despite impacts of Corona pandemic. KPI has managed to sell 8.993
million cubic meters of petroleum products in Europe through the KPI-owned marketing opera-
tions, as the company owns 5,106 retail gas stations mostly located in Italy, Belgium, Sweden,
and Denmark. In addition, 29 new retail gas stations were opened during the financial year
2020-2021. Distribution of such stations are as follows: (12) stations in Spain, (10) stations in
Italy, (3) stations in Netherland, (2) stations in Denmark, (1) station in Sweden, (1) International
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Diesel service station.

As for the global fuel cards activity, KPI has signed a sales contract with PRIMAFRIO, which is
the largest commercial land transport company in Spain, as it owns a fleet of 2,200 trucks. It is
worth mentioning that a new station for the company was opened in French city of "Tours" which
means that the company cards are started to be used in Republic of France.

Quantities sold through retail gas | Geographical distribution of retail
stations during fiscal year 2020/2021 | fuel stations during fiscal year
2020/2021
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KPI’s operations were also expanded through an agreement with MOL to operate the card
system in 7 countries located in Eastern Europe. Further, an agreement was signed with Italian
Company (Jakala), which reflects an increase in value of KPI’s sales by 5 million liters per an-
num. In addition, a contract was signed with large Dutch company (Asito) in cooperation with
(Radiuz) and (Finch). It is expected that the company will sell about 1,200 cubic meters of fuel.

As for lubricants, an exclusive partnership contract was signed with (Innio Jebacher) Gas En-
gine International Company. Further, an agreement was also signed with the American company
(Taylor Lubricants), which is one of the major distributors of lubricants in south of United States
of America, to promote marketing of lubricants products in American markets.

sDespite decrease of global orders for aviation fuel by 40% in 2020 as a result of the suspen-
sion of air traffic and travel restrictions, the KPC’s endeavors represented by Kuwait Petroleum
Company to supply aircraft with fuel, in order to implement the strategic directions to dispose of
Kuwaiti petroleum products outside State of Kuwait, were clear, whereas the fuel supply contract
with Air France was renewed for Charles de Gaulle Airport and Orly Airport in Paris. Further, pro-
cess of marketing aviation fuel was started at Germany’s new airport, (Willy Brandt Int. Airport).
Also, technical services agreement was approved with Emarat Company, which is located at
Dubai Airport and Al Maktoum Airport.
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Petrochemicals

Despite the instability of the petrochemical industry markets and fluctuations they faced due to
outbreak of the Corona pandemic, Petrochemical Industries Company continued its operations
in field of petrochemicals and subsequent manufacturing industries and manufacture of special-
ized chemical products locally and globally during fiscal year 2020/2021 with the highest level of
efficiency, ensuring decrease of the expected losses because of the pandemic.

When facing these challenges and reducing effects of the global crisis, a number of measures
have been taken, the most important of which is to maintain continuity of implementation of fu-
tures and spot contracts for all products until end of the fiscal year in accordance with the annual
sales plan, while maintaining the safe operation of the aromatics complex to avoid production
stoppage due to non-disposal of quantities, as well as for the polypropylene plant in State of Ku-
wait and Republic of Vietnam, in addition to the urea and ammonia plants of Gulf Petrochemical
Company in Kingdom of Bahrain.

Shipment of aromatic products (Paraxylene) has also been maintained in accordance with the
concluded shipping contracts (COA, CVCC), while avoiding entering the shipping markets and
chartering vessels due to the high freight value, risks, insurance and Bunker Prices at a value
higher than the concluded charter contract, despite the fact that cancellation of some shipments
destined to Indian and European markets due to the closure policies, as the shipping markets
are still exposed to crisis of limited chemical tankers destined to Asian markets. Further, freight
rates for tankers are increased from an average of $ 45 per ton to above $ 60 per ton and to
above $ 80 for European markets, and to above 90 dollars for American markets. Also, for ship-
ment of polymer contracts, some Indian contracts have been transferred to Turkish and Euro-
pean markets.

"KPC is reconsidering the planned growth plans in
order to ensure achieving the highest returns in light
of the current changes."

Local Operations

Share of Kuwait Petroleum Corporation in the total quantities of petrochemical products for local
operations during fiscal year 2020-2021 amounted to 2,227 thousand metric tons.

Quantities produced from petrochemical products for local operations (thousand metric tons)
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Quantities of petrochemical products for global
operations
(Thousand metric tons)

2,500
2,140

2,000
1.500 1.376

958
1,000

548 543
454 433
500
. . 134 130 162 155
0
0 | .|
Lol = Logal) Sansdl - JpSol el -ulliiog il Jsy  SKAdvanced- inligy nlp g dnlusg S Jes¥!
GPIC (Jsiliali = EQUATE (Canada & EQUATE = 58335 asslice = JoS0ls
USGC Plants) SK picglobal®

I 2021/2020 g 2020/2019

The quantities of petrochemical products during the previous two fiscal years are similar, but
there is a noticeable decrease in polypropylene production during the fiscal year 2020-2021, as
a result of decrease in the available quantities of feedstock, in addition to malfunction and stop-
page of the rotary shaft in the polypropylene plant in March 2021.

It is worthy to note that the Petrochemical Industries Company has succeeded in significantly re-
ducing the operating expenses of the polypropylene plant compared to the operating expenses
of the past three years, by implementing many initiatives, perhaps the most prominent of which
is a study to reduce laboratory samples in such manner that does not affect performance of the
plant, which led to reduction in operating costs of the laboratory. Further, initiatives have been
launched to improve energy consumption in polypropylene plants, in addition to continuing work
to consider improving performance of the catalyst to reduce the quantities used in the plant.
Also, all efforts are being made to reduce the quantities of the product that does not conform to
specifications.
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Global Operations been prepared to expand marketing of petrochemical products globally. 50% of the objectives of

e .. . , , this plan have been implemented by end of Fiscal year 2020/2021.
The strategic directions of KPC call for expansion in the petrochemical sector outside State of

Kuwait by building, expanding, purchasing assets or through mergers with global participation
to maintain a leading position in the olefins and aromatics industry, in addition to expanding in Quantities of petrochemical products sold through Petrochemical
the subsequent manufacturing industries through partnerships and alliances associated with the Industries Company

main intermediate products.
P (Thousand metric tons)
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(CKPC) plant, which aims to build a polypropylene plant with a production capacity of 550,000
tons per year in province of Alberta, Canada. Petrochemical Industries Company owns 50%
with the Canadian partner (Pembina). The program was suspended in March 2021, whereas the
economic data of the project will be re-examined, when global markets are stable, after being
affected by repercussions of the Corona pandemic, to ensure the economic feasibility of the
project and achieve the highest returns for KPC.

It is worth mentioning that Kuwait Vietnam Petrochemical Company (KVPC) was established on
December 22, 2017, to market petrochemical products in Vietham and Southeast Asia, whereas
the company is currently marketing the polypropylene product for Viethamese and international
market.

Expanding Petrochemical Products Marketing Operations

The KPC's strategic directions also call for developing skills of marketing and analysis of market-
ing data for the major and downstream petrochemical industry. An integrated marketing plan has
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Global Marketing

”Seizing some unique opportunities to enter new
markets, in addition to maintaining a competitive
position in the global oil markets.”

Corresponding to the KPC overall 2040 Strategic Directions in the field of global marketing, the
KPC Global Marketing Sector seeks to maximize the value of Kuwaiti hydrocarbons by market-
ing them in safe, diversified, and long-term outlets. These endeavors were supported by the
achievements accomplished during the financial year 2020-2021 as follows:

Kuwaiti Oils

Despite the drop in demand for crude oil at the beginning of the Corona pandemic, KPC was
able to carry out marketing of Kuwaiti Heavy Oil (KSRC), the first shipment of which was ex-
ported in May 2020, in addition to marketing Khafji oil, whereas it resumed its export in April
2020 after period of interruption of oil production in the divided zone, taking into account the full
commitment to implement the policy of reducing production and abiding by the share of State
of Kuwait under the OPEC + agreement, as State of Kuwait reduced its production by 640,000
barrels per day during May, June and July 2020. Further, KPC entered new markets for the first
time through marketing Kuwaiti light crude oil in Islamic Republic of Pakistan, and expanded
marketing of Kuwaiti heavy crude oil for the first time since commencement of production, in
order to refine it in Indian refineries.

Percentages of Kuwaiti oll sold globally during fiscal year 2020/2021
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A memorandum of cooperation was also signed with Japanese government represented by The
Agency for Natural Resources and Energy (“of Japan” ANRE), which aims to store Kuwaiti crude
oil in reservoirs of Kiri Port in Kagoshima Prefecture, southern Japan, for strategic and commer-
cial purposes, with a quantity of 3.30 million barrels.

Gas and Petroleum Products

Customer contracts in traditional markets were maintained and long-term LPG contracts were
renewed during 2021, despite reduction in Kuwait’s production of LPG (as a result of the re-
duction in oil production according to the OPEC + agreement and the consequent reduction in
associated gas production), in addition to the limited increase in global demand for LPG during
fiscal year 2020/2021.

Despite drop in demand for aviation fuel product globally and damage to international airlines,
most of the aviation fuel contracts were renewed with KPC’s customers in the global markets.
Further, diesel contracts were renewed for 2021 with change of the diesel product to low sulfur
diesel (Gasoil 10 ppm) in consideration of competitive prices despite decrease in demand due
to the Corona pandemic and the economic decline in the markets, coinciding with operation of
units producing diesel with low sulfur content in Kuwait National Petroleum Company.

Percentages of Kuwaiti petroleum products sold globadlly during
flscal year 2'02012021
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Maritime Transport

“Having a high-level marine fleet of various sizes
complying with the specifications of international ports
to meet the KPC clients' needs of maritime transport “

KPC has a clear imprint in the maritime transport industry due to efficiency and competitive abili-
ty of its Kuwaiti fleet at global level and its endeavors to provide the best services related to mar-
itime transport to KPC'’s clients and tankers that visit the oil ports of State of Kuwait, whereas the
fleet was able to sail more than 2,053,021 million nautical miles during fiscal year 2020/2021,
heading to 671 ports around the world with high efficiency, without causing any marine pollution
accidents from the company’s tankers. KOTC seeks to achieve the KPC overall 2040 Strategic
Directions in the field of maritime transport, by maintaining the size and quality of the marine
fleet necessary to meet the needs of long-term strategic cover and marketing needs in line with
the targeted production rates within the State of Kuwait and in accordance with the best eco-
nomic techniques. In this pursuit, the company achieved the following during the financial year
2020-2021:

Fleet Operations Activity

KOTC currently owns a fleet comprising thirty-one tankers, i.e., ten giant crude oil tankers, six-
teen petroleum product tankers of various sizes, and five giant liquefied gas tankers.

During this fiscal year 2020/2021, the fleet was joined by two new petroleum product tankers,
"Shgardia" and "Safsafa", with capacity of 48 thousand metric tons for the tanker.

Thus, the fleet total tonnage amounted to about 4.434 million metric tons. KOTC charters its
entire fleet to KPC on an annual basis.

The KOTC fleet transported 29.71 million metric tons of crude oil, petroleum products and lig-
uefied gas during this financial year, an increase of 9.56% over the last year, and the quantities
transported from Kuwait amounted to 23.63 million metric tons. As concerns the operating rate of
tankers, itamounted to 97.99% this year, signifying increase of 2.87% compared to last fiscal year.

Proceeding from the KOTC’s keenness to apply international requirements and standards, Bal-
last water treatment systems were also installed on 12 of the KOTC tankers, in line with the IMO
environment preservation requirements which obliges all tankers to install ballast water treat-
ment equipment to reduce the migration of marine life from one place to another which causes
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Shipments Transported to Tonnages by Geographical
Different Ports of the World Distribution (million metric tons)
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damage to regional waters of different countries.

The amount of water resulting from washing of tanks and their discharge into the sea has also
been successfully reduced by a percentage less than allowed under The International Conven-
tion for the Prevention of Pollution from Ships (MARPOL).

Installation of a new type of fuel nozzles on tankers is being studied to reduce the amount of
drip, so that there are nine ships equipped with a new type of fuel nozzles from (Wartsila) Com-
pany that are installed to reduce the number of droplets that cause excessive fuel consumption
and contribute to reducing black smoke by an expected rate that may reach 1 to 2%.

On the other hand, COVID-19 protocols have been established with PCASP companies to en-
sure that the new crew does not pose a threat to the ship’s existing crew as well as follow-up
and coordination necessary to secure fleet security protection in an environment where joining/
departure is considered challenge in these difficult times during Corona pandemic.

Marine Agency Branch

Marine Agency branch received all tankers visiting the oil ports of the State of Kuwait, with vari-
ous types of maintenance and repair services, providing tankers with supplies and spare parts,
transporting inspectors and sailors, pilotage boat services, and administrative services for ap-
proximately (1,191) oil tankers, including (219) Kuwaiti tankers and (972) non-Kuwaiti tankers
during fiscal year 2020/2021.



Local Market Supply

“KPC is trying to achieve self-sufficiency in terms of
petroleum products to meet the needs of local market”

In line with the KPC overall 2040 Strategic Directions to fulfil the current and future energy needs
of the State of Kuwait by supplying a mixture of different types of economically and environ-
mentally optimal fuels while providing their strategic alternative and making use of alternative,
renewable and other energy sources where they achieve an added value to the KPC activities
and operations, below are the most important achievements in the field of energy supply:

Fuel Supplies to Ministry of Electricity and Water

KPC is the only entity in the country responsible for providing the necessary fuel to meet the
needs of the MEW stations to generate electric power. The following data shows the quantities
of fuel and gas supplied to MEW during the fiscal year 2020-2021:

Average Quantities of Gas Supplied to the MEW Stations (million
cubic feet / day)
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After the decrease of global demand due to the Corona pandemic, local refinery tanks began to
fill up due to lack of demand, and many marine tankers were exploited as floating tanks in hope
of returning global demand for products after easing the economic closure and recovering de-
mand for oil and products, as import of fuel oil from the global market was reduced and demands
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for electric power plants were covered using locally produced fuel oil and crude oil, according
to the national interest and in line with economic, operational and strategic considerations, en-
hancing dependence on local production, and not exposing needs of strategic power plants to
the transformations and fluctuations of the global market in this exceptional circumstance.

It also negotiated with liquefied natural gas providers (long-term and the spot market contracts)
to reach the optimal quantities of imported liquefied natural gas to cover local needs at the low-
est possible cost, as result of decline in crude oil production in conjunction with the OPEC +
agreement and the subsequent decrease in associated gas production.

KPC, represented by KIPIC, is currently constructing the project of LNG import permanent facil-
ities in the Al-Zour region with a capacity of 3 billion Btu per day of imported LNG. The project
of constructing LNG import facilities is about 98.97% completed by end of March 2021, as all
welding works in all LNG tanks have been completed, and all marine water intake pipe works
have been completed. Further, the management and control buildings have been successfully
commissioned and handed over for the operations group. Also, air pressure testing has been
completed for all tanks, and pre-operating (Pre-commissioning) works have been completed for
all upstream tanks. It is expected to commence operation in July 2021.

Liquefied Gas Cylinders Filling Operations

The production of the two liquefied gas plants (Shuaiba and Umm Al-Aish) amounted to ap-
proximately 16.78 million cylinders of different sizes for the financial year 2020-2021, a de-
crease of 2.78% compared to last year. Such decrease is due to Kuwait Oil Company’s periodic
maintenance work on the main gas line (12”) feeding the LNG filling branch (Umm Al-Aish)
during March 2020, which resulted in coordination with the LNG Filling Branch (Shuaiba) by
transferring distribution of gas cylinders of gas

branches affiliated with cooperative societies to

the LNG Filling Branch (Shuziba). Further, there ~ Liquefied Gas Cylinders Filing Operations
is noticeable decrease for this financial year in (Million cylinders)

ratio of distribution of 12-kg gas cylinders (used
in homes) by 4.39% compared to last year, with
a total distribution amounting to 15,784 million
cylinders. The reason for increase of rate of gas
cylinders distribution last year is the increase in
demand as a result of the citizens’ panic at be-
ginning of the Corona pandemic in February and
March 2020, before commencement of closure.
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New Fuel Stations

In order to meet the future needs of the local market, KPC seeks to provide a sufficient number
of these stations as a result of the urban expansion witnessed by the country, whereas KPC
represented by Kuwait National Petroleum Company (KNPC) carries out a comprehensive plan
to construct 100 new technologically advanced fuel stations in a manner that reflects a distinct
and advanced appearance, taking into account the provision of auxiliary services (a mini super-
market, car service, etc.) while applying the concept of renewable and alternative energy and
using environmentally friendly technology. These stations will be built in five phases over the
coming years.

16 new fuel stations, out of 18 stations of the first package of KPC'’s strategic plan to construct
100 new stations in different areas. Further, one new temporary fuel station was opened in Ma-
rine Sabah Al Ahmad City, to meet needs of the people of this area. This station is the third of
its kind that was opened by KPC during fiscal year 2020-2021, as it had previously opened two
other temporary stations in West Abdullah Al-Mubarak area and the southern island of Jaber
Al-Ahmad Bridge. With opening of these stations, total number of the KPC'’s fuel stations is 62,
of which 59 are permanent and 3 are temporary.

A feasibility study and FEED for the construction of 15 new fuel stations have also been final-
ized, and licenses are being obtained, followed by the required approvals, from government
agencies. In addition, licenses were obtained from government agencies for (6) new fuel sta-
tions. In line with the directives requires rationing of capital expenditures during the past year,
this group was divided into two phases (first phase: includes construction of (3) new fuel filling
stations, while the second phase includes construction of (12) new fuel stations.

A feasibility study and FEED contract was also signed for the third phase, which includes the
construction of 25 new fuel stations, in July 2020.

The following data shows the breakdown of the local marketing sales of gasoline during the
financial year 2020-2021 compared to the planed and actual sales during the financial year
2019-2020:

Gasoline Sales
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The cause of the decrease in gasoline sales in local market, compared to the previous financial
year 2019-2020, is the precautionary measures taken by the state to limit the spread of the
emerging Corona virus starting from March 2020, such as curfews and suspension of air traffic.

The following data shows the breakdown of local marketing sales during the financial year
2020-2021 compared to the planned and actual sales during the previous financial year:

Fuel Sales for Local Marketing

(Million liters)
8,000.0
6,000.0
4,000.0
ke
2
2,000.0 v
« % B
g g a 3
0.0 ———r o=
o sitalt e 3 2SI Hadl e 29350 Slase Jlaa)

W 2021/2020 W 20202019




Annual Report 2020-2021

Health, Safety, Security and Environment

”KPC and its subsidiaries reached the highest ranks in
meeting international standards in the field of security,
health, safety and environment”

In addition, KPC and its subsidiaries carry out their
operations in accordance with the HSE international
best practices to ensure the safety and health of em- lost Time Injury Frequency Rate (LTIFR)
ployees, contractors, suppliers, customers and the Accidents per 200,000 working hours
community and to ensure the protection of the envi-
ronment wherever they operate, with the aim of re-

ducing the environmental cost of its operations and 0.0205
preserving the country‘s natural resources for future oo
generations. In this purSUit, they SOUght to reduce 202172020 20202019

the lost time injury frequency rate (LTIFR), reaching
0.0113 accidents per 200,000 working hours till the

end of this year, while the total quantities of oil spills Pl Gl GREX TTie8

amounted to 550 barrels, a decrease equals 14.5% (Bae]
compared to the previous year.

KPC has achieved advanced ranks globally in the

indicator of reducing rate of gas flaring, as the rate n

of gas flaring decreased during the past 15 years T e

from 17% to 0.73%. This percentage has been
achieved because of reaching the highest level of
readiness for the facilities of West Kuwait, including
Gas Booster Station No. (171), whereas the rate of
gas flaring in West Kuwait decreased significantly
from 6.7% in April 2020 to 1.66% in December 2020,
which is the lowest rate achieved since September
2016, mainly due to commissioning of the new Acid
Gas Removal Plant (AGRP) of KNPC.

Gas flaring rafe
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Health

In November 2020, Ahmadi Hospital launched a visual consultation service that allows patient to
communicate with treating doctor without need to come to clinic, to protect patients and maintain
their safety in light of Corona pandemic.

Al-Ahmadi Hospital has also officially started offering a new service in the digestive system unit,
which is endoscopic ultrasound that speeds up diagnosis of patients suffering from tumors of
digestive system and pancreas and gives them time to combat their disease, as endoscopic
ultrasound technology is a relatively new method in field of digestive system to help in acceler-
ating diagnosis of disease and its stage, and thus determining treatment, whether it is surgical,
chemical, radiological, or just periodic follow-up, and setting the appropriate plan for the same.

KPC and its subsidiaries conducted a national campaign for winter diseases. Further, seasonal
influenza vaccination was provided to employees in the KPC’s clinic (the main office) and in
Kuwait Foreign Petroleum Exploration Company.

Security and Firefighting

To enhance capacity of refining and manufacturing sector inside Kuwait in field of security and
firefighting, Kuwait National Petroleum Company received (16) trucks of the latest firefighting
vehicles, which is the first batch of (23) new firefighting vehicles. This batch includes eight fire-
fighting vehicles, and four vehicles carry foam tanks, two vehicles carry water tanks, and two ve-
hicles for stationing and supporting firefighters during accidents. These vehicles are considered
in compliance with standards of American National Fire Protection Association (NFPA) and are
equipped to deal with large industrial facilities. Further, they were specifically designed to meet
requirements and needs of the sector, and workspaces between Refineries, noting that there
are (7) other trucks in the final stages of quality control, and they are expected to be received in
May 2021.

Work has also been commenced in the second center of firefighting support in its temporary lo-
cation in the environmental fuel project area in Mina Al-Ahmadi Refinery. Operation of this center
aims to meet needs of the Refinery after expansion of the environmental fuel project, and to
meet needs of the fifth gas pipeline project, the refinery administration building and the outdoor
parking area, in addition to some adjacent buildings. The center contains offices of fire officers,
a meeting room, and two restrooms for firefighters, ensuring social distancing, and adhering to
health and safety requirements. Security and Fire Department also received the buildings and
facilities of the Main Support and Emergency Operations Center (MSEOC) in October 2020. It
also received security operations in the main center. Further, a response plan was developed,
whereas an emergency control room was established to deal with emergency cases in the center.
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In addition, a virtual emergency operations center was inaugurated in Al-Zour region. Further,
new work teams for security operations were formed in order to ensure smoothness of daily op-
erations, and pre-operating tests at Al-Zour Refinery. Further, the Refinery was commissioned,
whereas the modus operandi of the integrated management system for the fire brigade was is-
sued, in addition to manual for the emergency center. Also, 4 firefighting vehicles were received.

Environment

Proceeding from the KPC's keenness to rationalize energy consumption in all its operations, a
working group was formed to implement the energy management system in KPC and its subsid-
iaries, which aims to identify opportunities to increase energy efficiency and reduce greenhouse
gas emissions. The system also includes a systematic process to continuously improve energy
performance and to achieve maximum energy savings, including such opportunities that do not
necessarily require capital investments. The team has prepared an internal work plan to imple-
ment the system, stating that it will be applied within a period of three years starting from fiscal
year 2020-2021. It is worth noting that 21.5% of the work plan has been implemented, as the
energy management system has been applied for KPC and its subsidiaries until third quarter of
fiscal year 2020-2021.

To compliment the efforts made to preserve and protect the environment, maritime transport
sector has done the following:

-KPC’s fleet is in full compliance, through its operations, with requirements of International Safe-
ty Management Code (ISM) and international standards for quality (ISO 9001:2015) and Envi-
ronmental Management (ISO 14001:2005). (ISO 45001:2018) (ISO 50001:2011), which covers
(31) tankers.

- The giant tankers visiting European ports also comply with requirements of (Green Award
Foundation), as these tankers are periodically subject to annual audits for obtaining the global
(GREEN AWARD) certificate.

-In addition, the undercarriage paint of all ships is free of anti-plankton (TBT) compound, as TBT
is a prohibited substance because it is toxic to marine life. Paint is renewed for each dry dock.

International Awards in HSSE Area

On the other hand, KPC and its subsidiaries won a number of international awards in field of
health and safety in fiscal year 2020/2021, perhaps the most prominent thereof is that Kuwait
Oil Tanker Company received an award for (environmental protection in maritime transport) for
the sixth year in a row in November 2020 for Middle East and Indian Subcontinent presented by
Organization of Marine Standards, during a ceremony held in Dubai.

KNPC also achieved a remarkable achievement by obtaining prestigious international awards in
the field of occupational health and safety, among hundreds of competing companies, whereas
five of the company’s sites were awarded International Safety Awards - Merit for 2020 (i.e. Mina
Al-Ahmadi Refinery, Mina Abdullah Refinery and Department of Local Marketing and Projects),
while the main building received International Safety Award - Excellence for 2020. Further, Ku-
wait Aircraft Refueling Company (subsidiary of Kuwait National Petroleum Company) received
the same International Merit Award presented by British Safety Council for its commitment to
health and safety during 2020. This award is considered one of the most important awards ac-

credited at international level in such vital and important field, which is occupational health and
safety. The award committee commended the company‘s efforts and commitment to internation-
al standards and requirements in such field, and its keenness to apply health and safety rules in
its various projects and operations.

In addition to the above, Kuwait National Petroleum Company, represented by its various sites
(Al-Ahmadi Refinery, Department of Local Marketing and Projects and main building), received
RoSPA Gold Award for 2020 for its efforts in enhancing safety standards in its various facilities
and operations. Mina Abdullah Refinery also received RoSPA Award for Excellence for 2020.
Further, Kuwait Aviation Fueling Company received RoSPA Gold Award for Health and Safety
Performance for 2020, and Gold Award for Fleet Safety for 2020.

Preparations to Combat the Corona Pandemic

”KPC and its subsidiaries have proven their readiness
to deal with the Corona pandemic and have provided
all support and assistance to the concerned authorities
in the country.”

A joint committee was formed by KPC and its subsidiaries, on February 29, 2020, to follow up
on the developments of the Corona pandemic and to provide solutions to prevent the spread of
COVID-19. The committee’s works include the following:

* Following up on government decisions and accounts of Government Communications Center
and Media Center of Ministry of Health to be updated with the latest developments declared by
official authorities in this regard.

* Providing preventive supplies such as masks, gloves, sterilizers, and others.

* An integrated media plan was prepared, which included posters, publications, videos / docu-
mentaries to raise awareness of COVID-19, which was circulated to KPC and its companies on
a weekly basis.

* Preparing and applying general guidelines to prevent spread of COVID-19 and circulating them
to KPC, its subsidiaries, and Ministry of Oil.

+ Facilitate issuance of curfew permits for oil sector in coordination with Ministry of Interior to
ensure work continuity.

+ Facilitating evacuation of oil sector workers from isolated areas, in coordination with Ministry of
Health and Ministry of Interior.
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Investing in Human Capital

”The oll sector believes in the ability and efficiency of its
young cadres, and pays special attention to developing
and training its human resources to achieve leadership
in the oil industry.”

The total workforce involved in operating and non-operating roles of KPC, and its subsidiaries
are 21,465 employees at end of FY 2020-2021. The number of national workforces in the oil
sector reached 18,770 Kuwaiti employees, bringing the Kuwaitization rate in KPC and its sub-
sidiaries to nearly 87.7%. During the FY 2020-2021, KPC and its subsidiaries appointed 278
Kuwaiti employees compared to 2 non-Kuwaiti employees. These appointments included 74
diploma holders specializing in refinery operations technology to work in KNPC.

In terms of creating job opportunities
for Kuwaitis on a contractual basis
and encouraging the private sector
to attract national workers, KOC Ku-
waitized approximately 3,949 con-
tract employees, bringing the number

Total Workforce Involved in Operating
and Non-Operating Roles in
KPC and Its Subsidiaries

of Kuwaiti contract employees in KPC R

and its subsidiaries to 5,130 employ-

ees, which is equivalent to the Ku- x5

waitization percentage in contractor

contracts 27.83%. T

Stemming from their belief in the im- 21,300

portance of the human capital and

their efforts to create a high-level 21,200 shiens
group of Kuwaiti technical workers

through paying attention to training o

2021/2020 2020/2019

programs, KPC and its subsidiaries
continued to launch many initiatives
and programs to develop and train its
cadres, perhaps the most important
of them is the Fast Track Program implemented by Kuwait Oil Company in cooperation with
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Harvard Business School in December 2020, as part of a video conference event attended by
the company’s senior management in addition to Fast Track Program members. The program
aims to attract outstanding performance employees in KOC who attended a two-year program
that included a different educational opportunity that helps build future leaders. Further, Harvard
Manage Mentor Spark (HMM Spark) initiative was launched, which includes creating a website
that allows Fast Track program members access to the latest management and leadership con-
tent from Harvard Business Publishing to develop employees’ skills and enrich their experiences
in various subjects. Also, KOC'’s First Guidance Forum was held in December 2020, which aims
to raise level of awareness regarding quality and organized guidance in KOC. This forum includ-
ed several workshops that covered several topics related to guidance.

Kuwait Gulf Oil Company concluded the first virtual certificate course, which resulted in accred-
itation of (8) Kuwaiti employees in (IADC Well sharp) certificate, which is a mandatory require-
ment for all supervisors of drilling platform.

Further, Kuwait Foreign Petroleum Exploration Company continues to provide training oppor-
tunities for oil sector employees as part of its efforts to transfer expertise and technology from
exploration and production operations outside state of Kuwait.

Accordingly, (6) KOC’s employees and (2) Kuwait Gulf Oil Company’s employees have been ap-
pointed at the Company’s external offices during 2020, and (33) employees from Kuwait Foreign
Petroleum Exploration Company were appointed at the company’s external offices, in addition
to other employees who were seconded to partners and operators to provide them with global
expertise in oil industry.

Also, the company was also able to agree with the operator (PTTEP) and the operator (Petrofac)
to provide two new jobs for external assignment during 2021 within the company’s projects in
Malaysia (PM304, SK410B). The company also succeeded in increasing number of assignment
opportunities available with the operator (Chevron) and adding (5) new positions in context of
the contract concluded between the two companies.

Kuwait National Petroleum Company held (34) training courses attended by (751) of employees
of technical departments in Mina Al-Ahmadi and Mina Abdullah refineries using remote training
system through (MS Teams) program. Further, (54) employees were trained at Mina Al-Ahmadi
Refinery and Mina Abdullah Refinery as part of the new operators training program. Also, (231)
of operations employees at both refineries were trained on simulation system for refinery units,
and (185) of the refinery control room operators were trained within the efficiency-raising pro-
gram.
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KPI also cooperated with (Ashridge Executive Education School) to use the digital platform of
employee development program, a developed training plan, to grow graduates newly appointed
in the company through Future Professionals LEAD Program.

Kuwait Oil Tanker Company is proud that, over the past years, it has implemented a scholarship
system for Kuwaiti high school graduates to study engineering and marine navigation in the best
marine colleges in the world to obtain certificates for a period not exceeding four years, in order
to be able to obtain an International Maritime License that qualifies them to work in maritime field
on the company’s tankers, whereas (5) students were graduated during fiscal year 2020/2021.

Petrochemical Industries Company also implemented the competency development program
through field training (OJCD), which is considered an achievement for the company because
they are considered the first to develop and adopt a program for developing competencies
through field training.

In line with the status of the oil sector according to the data of the Corona pandemic, KPC has
prioritized implementation of training programs for fiscal year 2020/2021 through a modern plan
that meets training needs in line with the required competencies, whereas the training programs
were implemented by using blended learning methods, which are based on designing and pro-
viding effective and high-quality educational solutions using the latest educational means availa-
ble in local and global market. All private internal training programs in general, professional, and
technical skills have been held entirely through remote learning programs (electronic programs)
or through virtual learning.

KPC has also developed a new automated system to implement development plans for leaders
(Leadership System) in cooperation with Kuwait National Petroleum Company to be an alterna-
tive to the previous system (SAB).

It is also worth noting that (18) employees from the oil sector have been accepted into scholar-
ships and the study leave system for fiscal year 2020/2021.

As for the provision of the training opportunities for contractor’s Kuwaiti employees, KPC sought
to provide (8000) registration licenses to train Kuwaiti workers of the contractor within the unified
training system in oil sector in anticipation of the expected future increase of numbers of these
workers in private sector according to training needs required for each job separately, in order to
give them the opportunity, like their colleagues working for KPC and its subsidiaries, to develop
their capabilities and create ideal practical environment to perform their work optimally.

[~
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Research and Development

”Adopting the latest technology in order to raise
efficiency of operational processes”

KPC seeks to apply the latest technology applications to raise efficiency of its operations and
increase its productivity. The most important technologies are such technologies that contribute
to improving production capacity and increasing oil reserves, in addition to reducing cost of pro-
ducing a barrel of oil, as well as enhancing its ability to address future challenges that may face
production operations.

Exploration and production sector, represented by Kuwait Oil Company, successfully launched
two new technologies to benefit from electric submersible pumps and enhance oil production in
January 2021. Such technology was adopted for the first time in Middle East region. This tech-
nology is concerned with application of the first product of double injector. This technology has
been successfully applied in two wells in Sabriya field with the aim of increasing oil production
and improving cost.

Kuwait Oil Company received Outstanding Achievement Award in Geographical Information
Systems (SAG Awards) for 2020 in recognition of the integrated spatial mapping and applica-
tions system. The award was announced as part of events of annual GIS Users Conference.
Kuwait Oil Company was chosen from among 300,000 entities, based on set of technical criteria
that include modernity of techniques and computer tools used in the system, in addition to accu-
racy and quality of implementation, degree of efficiency and effectiveness, and extent of meeting
the operational requirements of the institution.

The project "Wind Resources Assessment and Feasibility Study for Wind Energy Generation in
Oil Field in North Kuwait” was completed, which aims to support the sector in planning imple-
mentation of experimental operational wind turbines in Ratqa field, which will lead to reducing
the dependence on fossil fuels and improving quality of the environment by reducing emissions
of gases and pollutants and turning to renewable energy technology.

Aspects of integration and cooperation between the Research and Technology Department and
Maintenance Department at Mina Al-Ahmadi Refinery include application of an initial (experi-
mental) technology to conduct inspection and examination for equipment remotely using tech-
nology provided by (ABB) Company, through direct contact of workers of Mina Al-Ahmadi Re-
finery with experts abroad from Kuwait virtually, who were able to perform remote examination
services, due to current restrictions imposed on travel as result of repercussions of COVID-19,
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which led to a reduction in maintenance costs during the unit’s shutdown.

KNPC also launched a patent registration program for KNPC’s employees, in line with the KPC’s
strategy and values to encourage innovation, as implementation and support for intellectual
property strategy, whereas foundations related to patent registration program were developed.
This initiative received all encouragement and support from the senior management of the oil
sector.

KPC held a symposium on strengthening water management in the oil sector with the Kuwait
Institute for Scientific Research (KISR) in February 2021. Further, KPC also participated in pre-
paring white paper (Kuwait Hydrogen Strategy) within Kuwait Hydrogen Committee headed by
Kuwait Foundation for Advancement of Sciences, which was issued in February 2021.

A memorandum of understanding was also signed between KPC and Sheikh Sabah Al-Ahmad
Center for Giftedness and Creativity in December 2020. This step is considered an extension
for the objectives achieved by the partnership between the Center and KPC, which is based on
expanding scope of investment in research and development to create solutions in fields of en-
ergy and environment, in addition to working closely for scientific and technological cooperation
between them and advancing scientific progress in these two fields to serve the vision of the
Center and KPC. Memorandum of Understanding between Kuwait Petroleum Corporation and
(Shell Petroleum NV.) was renewed in September 2020, which aims to enhance ways of coop-
eration between two entities in field of research and technology.

With regard to Kuwait International Petroleum Research Center (KIPRC), It is expected that
construction works of KIPRC will be commenced in late 2022 and it will be operated in late
fiscal year 2025/2026, as the detailed plan for KIPRC and documents for the tender have been
completed in preparation for obtaining the necessary approvals to offer the tender, in implemen-
tation to desire of the late Emir Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah to establish an entity
for excellence in fields of research, development and technology in oil sector and to overcome
the technological challenges facing State of Kuwait in its most important sectors, the oil sector,
which requires KPC to deal with in the future in order to be able to achieve the long-term stra-
tegic directions of KPC In field of technology and research. Purpose of establishing KIPRC is to
create an encouraging work environment for scientific research and work and to build and de-
velop national capabilities and cadres to meet technological and technical challenges. It is worth
noting that KIPRC will be built on an area of 250,800 square meters in northeast of Ahmadi City.
It includes 28 technology laboratories and more than 300 modern scientific equipment in addi-
tion to a conference center. KIPRC will accommodate from 400 to 600 employees.
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Information Technology

”Promoting awareness of cyber security and effective
integration with all sectors of KPC and its subsidiaries”

KPC pays special attention to digital information technology and is keen to keep abreast of the
latest developments in terms of applications and tools of digital transformation mechanisms.
KPC makes all efforts to enhance its employees‘ awareness of cybersecurity risks, as it believes
in importance of integrating information technology and operational processes to create a digital
work environment that focuses on efficiency, safety, security and profitability.

Perhaps one of the most prominent achievements in field of information technology during fiscal
year 2020/2021 was the launch of a cybersecurity awareness campaign at level of oil sector,
whereas unified cybersecurity awareness messages of the Committee (K-Cyber) were con-
tinuously shared through number of different communication channels such as social media,
screensaver on computers and e-mail. Awareness training with tests covering vital topics in
cybersecurity were issued to all employees of KPC and were applied by more than 97% of all
employees and contractors.

In the same context, multiple workshops were held to exchange knowledge with leading entities,
including vital Gulf and national entities, and technology service providers, including Aramco
and Palo Alto. Information exchange platforms, cybersecurity and cyber threats in Middle East
were discussed, along with the best practices adopted in this field. More than 80 reports on cy-
ber threat information have been exchanged between oil sector companies and Gulf countries
since the beginning of 2020. A meeting was held with executive directors from the Global Cyber-
security Forum (ISAC) on building a cybersecurity information exchange platform.

Further, communications protocol was prepared for exchange of cyber security information to
ensure rapid communication on cyber security threats in KPC, its subsidiaries, Kuwaiti govern-
ment agencies and oil and gas sector in Gulf Cooperation Council countries.

Given KPC’s concern with developing plans to deal with the crisis related to cybersecurity, more
than (12) simulation exercises have been conducted for major cybersecurity incidents for senior
management of KPC and its subsidiaries to raise awareness, to practice methods of managing
cybersecurity incidents and to test and improve response plans for each company.

Kuwait Oil Company hosted the third annual Gartner Conference on Virtual Cyber Security, in
presence of many employees and officials of oil sector, and group of global and regional cyber
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security experts from different sectors through channels of virtual platforms. The conference
was successful and attracted local, regional, and international attention for the third year in a
row, despite challenges of remote work. This confirms commitment of Kuwait Oil Company to
its vital societal role to support and harness knowledge and technology safely, and its constant
quest for progress and prosperity of Kuwait.

On the other hand, the information technology departments in KPC and its subsidiaries had
a prominent role in providing technical support to all sector employees over a 24-hour period
to ensure continuity of remote work since beginning of the Corona pandemic, as employees
were enabled to access files by synchronizing their desktop files, addition to providing a set
of applications and enabling authorized employees to use them remotely. Further, awareness
and training programs on digital transformation have been provided with aim of increasing use
of electronic platform such as Microsoft Teams and One Drive that enhances productivity and
enables employees to work anywhere and anytime.

KPC’s companies have started implementing the (cloud Express Service) project, which will
provide a direct link with high performance in addition to protection of high information security
by cloud service providers such as Microsoft, as oil sector adopts cloud orientation in line with
today’s requirements.
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Local Content

“Consolidating the principle of partnership with the
private sector”

KPC has continuously made all efforts to support local content and enhance patrticipation of the
private sector in creating competitive and sustainable local value. The strategy to encourage
local content in oil sector is based on the following grounds to achieve these goals:

First: Maximizing local spending in operations and projects of the oil sector

In accordance with the existing laws, especially the new tender law. KPC and its subsidiaries
seek to maximize local spending in supply of materials and services for projects of oil sec-
tor. Percentage of local spending of KPC and its subsidiaries reached 37.75% for fiscal year
2020/2021. Further, KPC is urging private sector to provide locally manufactured materials to
oil sector by expanding existing factories or establishing new ones, as well as developing and
increasing scope of services provided by local service providers to oil sector. In this regard, KPC
and its subsidiaries make a statement of volume and aspects of spending in its future opera-
tions and projects for local private sector to enable it to know investment opportunities, whether
they are related to materials or services required in future. This information also enables private
sector to consider feasibility of establishing factories or locally required facilities to meet current
and future needs of oil sector.

Second: Providing appropriate feedstock (if any) from outputs of oil sector operations to
be exploited by private sector in manufacture of subsequent value-added products that
contribute to development of national economy

Although local market is not ready to take on new investment opportunities affected by the re-
percussions of COVID-19, KPC is still working on preparing these opportunities to be presented
after recovery of conditions of private sector.

In January 2021, KPC offered a new investment opportunity for the local private sector regarding
sulfur industries, for which group of investors have participated. Work team is considering offers
to determine type of sulfur product-based opportunities to be offered to investors.

In the same context, and in cooperation with Kuwait National Petroleum Company, prequalifi-
cation process for the project to extract minerals from catalysts was completed in March 2021.
Now, the company is conducting procedures to take the necessary approvals on the results to
be presented.
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Third: Involving the private sector in existing or future support operations in oil sector.

Participation methods include many forms, which extend from assigning management and op-
eration or participation of private sector in part or in full in these operations. This will be in
accordance with the legislation in force and in coordination with the relevant state agencies to
determine the operations and the services in which private sector will participate. Further, Ku-
waiti employees working in the relevant sectors will be dealt with in accordance with provisions
of the legislation and in a manner that preserves their rights. In this context, a set of investment
opportunities within oil sector were considered and identified for participation of local private
sector in cooperation with a global consultant. A preliminary feasibility study was conducted for
the selected projects, and the priorities and time plan for their implementation were determined.
Approval of KPC’s Board of Directors was obtained on March 28, 2021.

Appointing Kuwaiti workers in the above-mentioned fields is considered the cornerstone of max-
imizing local content in Kuwaiti private sector. KPC and its subsidiaries will develop their capa-
bilities and expertise while working in private sector working with KPC and its subsidiaries.

On the other hand, KPC’s Higher Procurement Committee, in accordance with the latest amend-
ments to the Public Tenders Law, has identified and classified categories of small and medi-
um-sized enterprises in oil sector, based on a survey study to determine the works that can be
assigned to owners of these projects.

On the other hand, in context of enhancing prospects for joint work and organizing ways of co-
operation to support local content, cooperation agreements were signed with various parties,
including an agreement with Direct Investment Authority aims to develop local and international
investments in oil sector, as well as an agreement of cooperation with National Fund for Small
and Medium Enterprises Development with aim of strengthening institutional cooperation be-
tween both parties, encouraging entrepreneurs who own small and medium enterprises, and
creating job opportunities for promising Kuwaiti youths. Further, an agreement was also signed
with Public Authority for Industry with aim of maximizing role of local manufacturers in the oil
sector’s work, and facilitating provision of suitable lands for local private sector to establish new
factories related to oil sector works, whereas a project is currently being studied to establish a
petroleum industrial zone, aiming to achieve the following:

+ Expanding and diversifying the production base in the related industries and services in oil
sector.

+ Maximizing private sector participation.

+ Creating job opportunities for Kuwaitis.

+ Meeting local oil industry‘s needs in terms of materials and services as quickly as possible, at
lower cost and with a high quality.
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Internal Control

“Strengthening principle of partnership with KPC
and its subsidiaries management and demonstrating
optimal support for efforts of audit and risk committees
emanating from the Board of Directors of KPC and its
subsidiaries.”

In the application of the principles of governance, KPC, through Central Internal Auditing Agen-
cy, follows up and reviews processes and decisions taken periodically to ensure their validity
and to determine extent of commitment in their application, with aim of enhancing efficiency and
effectiveness in managing operations and working according to the least amount of business
risks.

In this context, KPC’s Central Internal Auditing Agency issued (57) reports on operations of KPC
and its subsidiaries. These reports include (380) multiple recommendations that led to enhanc-
ing efficiency, performance and effectiveness of internal control systems and achieving financial
savings. They also contributed to development of procedures and systems in force in many
sectors of KPC and its subsidiaries.

After Central Internal Auditing Agency obtained the highest rating (Generally Conform) in exter-
nal quality assessment from the American Institute of Internal Auditors (lIA) last year, Central
Internal Auditing Agency committed to implementing all the recommendations contained in the
external quality assessment report by end of this year.

Best practices in field of internal audit, gained from visits of internal audit departments working
in some international and Gulf oil companies during the past years, have been applied with aim
of developing the professional performance of the internal audit units in the Agency. List of new
best practices has also been prepared, if they will be implemented over the next three years.

Central Internal Auditing Agency, in cooperation with Information Technology Department, is
starting to use Continuous Analytical Audit system in KPC’s audit unit, which aims to continu-
ously analyze financial statements. Criteria for classifying material notes and risk classification
guidelines have also been updated to be comprehensive and meeting requirements of internal
audit, which enhances, improves, and adds value to reports of the Agency.

Kuwait Petroleum Corporation
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Considering changes due to spread of the Corona pandemic, Central Internal Auditing Agency
has reviewed the expenditures and activities related to the Corona pandemic at level of oil sec-
tor and issued appropriate recommendations regarding them.

Believing in importance of auditing role of the Audit Bureau, KPC has been keen to raise level
of coordination and cooperation with the Bureau in areas of common interest, and the results of
the same have an effective positive impact on developing supervisory performance in oil sector.

In addition, national cadres are developed and qualified by participating in audit teams with
(PMT/PMC), to review implementation of major projects, for example Al-Zour refinery, environ-
mental fuel, as well as audit work on strategic projects for oil sector.
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Corporate Social Responsibility

“Actions that have turned into reality and successes
referred to as good deeds that contributed to
development of society.”

KPC’s strategic directions call for supporting targeted national initiatives, and launching various
programs and projects that contribute to supporting the community, given that the social re-
sponsibility is an integral part of its strategy and an essential pillar in its sustainability and vision
towards its relationship with the society, the most prominent of which are:

The First Sustainability Report for the Oil Sector

KPC and its subsidiaries aspire to continue highlighting their commitment to embodying values
of sustainability in all their operations, while being keen on showing the link between the 2040
Strategy and its contributions to the sustainable development of the State of Kuwait and the
global community in general.

KPC and its subsidiaries, through the sustainability report, aim to provide a valuable tool to
stakeholders that help them see KPC'’s efforts in various areas of sustainability, including envi-
ronmental, social, and economic ones. KPC and its subsidiaries are devoted to issue a single re-
port that includes all initiatives of the oil sector, ensuring quality and accuracy of the disclosures
included in the report, as the first sustainability report of KPC and its subsidiaries was issued in
August 2020.

The “Seasons” Book that Displays the Beauty of Kuwait’s Environment

In February 2021, Kuwait National Petroleum Company issued a new book on the environment
in Kuwait, entitled "Seasons”. This book is stemmed from the company‘s cooperation with the
Kuwaiti Environment Lens team, which includes a group of Kuwaiti youth volunteers, who are
making great and sincere efforts to highlight the beauty of Kuwait's environment. The book,
which covers most areas of Kuwait, displays and documents components of Kuwaiti environ-
ment, whether land, sea, and air. The book reflects the company'‘s willingness to fulfill its social
responsibility, which always seeks to perform this responsibility fully in various fields, and in the
forefront of the environment.

Kuwait Petroleum Corporation

Launching a Tree Planting Campaign

Kuwait Oil Company launched a second phase of the campaign to plant trees and beautify lands
across Al Ahmadi City in December 2020. The two-month campaign included development of
the central area of Al Ahmadi City, whereas open spaces were converted into public parks. New
developments include pedestrian paths and green spaces, with area of about 20,000 square
meters. The campaign also supervised planting of 3,000 trees in several areas of Al Ahmadi City.

Creation of Three Lakes for Collecting Torrential Water

In December 2020, Kuwait Oil Company, represented by Al-Ahmadi Projects Group (Roads and
Support Team), created three collecting lakes for torrential water in regions of Northeast Al-Ah-
madi and South Al-Sabahiya, with a capacity of more than one and a half million cubic meters
and for a period not exceeding for 45 days, as part of the urgent solutions to address effects
of torrential rains coming from Al Ahmadi plateau and heading to residential areas (Fahaheel,
South Sabahiya, Mangaf Tunnel), which led to reducing losses resulting from these torrential
rains that sweep these areas.

Electronic Application for Simultaneous Interpretation for People with Hearing Loss

KPC and its subsidiaries have provided distinguished sponsorship for the deaf-mute. This spon-
sorship focuses on providing an interpreter for sign language. These devices were distributed
and installed on many different vital places in the country, such as government hospitals and
service centers, including devices installed in Kuwait Oil Company Hospital and Sheikh Ahmed
Al-Jaber Exhibition during November 2020, including devices installed in Mubarak Hospital, Far-
waniya and Al-Adan between (February-March) 2021, which makes it easier for them to access
the required information and enable them to complete all their procedures in easy manner.

Launching the First Virtual Charitable Race across Kuwaiti Oil Sector

KPC and its subsidiaries actively participated in contributing to the people that suffered from
losses because of the Corona pandemic, since serving the community is from the priorities of its
2040 strategies. Therefore, the first-of-its-kind charitable virtual challenge has been launched for
the Kuwaiti oil sector, in cooperation with our partners from international oil companies, such as
(Baker Hughes) and Kuwait Red Crescent Society, between 16 - 31 March 2021, which aims to
help families affected by the Corona pandemic inside the State of Kuwait.
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Comic Book for Children

In January 2021, Kuwait National Petroleum Company issued a new comic book for children,
entitled “National Petroleum in face of Corona.” The story is about the efforts of the company
and its employees since the beginning of the Corona pandemic, whether in terms of conducting
its business and proceeding with implementation of its projects, or its role in supporting the state
and society institutions in addressing effects of this crisis. This book reflects the company’s en-
thusiasm to perform its social responsibility, by paying attention to the various categories and
groups of society, especially children. The company has previously issued a series of education-
al stories for children, which aims to educate them and develop their awareness regarding var-
ious aspects of life, in particular introducing them to oil industry, which is Kuwait’s main source
of income.

Participation in Campaign “Kuwait Is Clean Thanks to the Efforts of Its People”

Kuwait Integrated Petroleum Industries Company and Petrochemical Industry Company partic-
ipated in the campaign “Kuwait is clean by the hands of its people” to clean beaches in cooper-
ation with Al-Nuer Foundation, because KPC and its subsidiaries believe that establishing their
social responsibility is important for the advancement and development of the society, the safety
of individuals and the protection of the environment.

Harnessing All Capabilities to Support the State’s Efforts to Confront the Corona Pan-
demic

From the first moment of outbreak of the Corona pandemic, KPC and its subsidiaries took the in-
itiative to support the Ministry of Health and the concerned authorities in the country and provide
the necessary support. Kuwait Integrated Petroleum Industries Company provided KIPIC Med-
ical Center in Al-Zour area and Kuwait Field Hospital in exhibition grounds in the area Mishref,
which Kuwait Integrated Petroleum Industries Company, in cooperation with Kuwait Oil Compa-
ny, established and provided the necessary equipment and beds in record time to accommodate
masses of people infected with Corona virus, both citizens and residents. Housing for medical
staff has been equipped with 62 fully furnished chalets to serve the field hospital.

Kuwait Oil Company has also allocated an oil housing in Al-Ratga field in northern Kuwait as
a quarantine with capacity of (911) beds, which was handed over to Ministry of Health to host
citizens returning from travel. For purpose of fully providing the quarantine with all means of
prevention and comfort to be at the disposal of the inmates, the quarantine was provided with
all means of communication as Telephones and a switchboard with a capacity of (600) lines
fed by a fiber-optic network that was extended from heavy oil production complex, as well as
an integrated internet network within framework of securing all requirements for an integrated
residence.

Kuwait Oil Company also equipped the guest house in Al Ahmadi area for families and students
to quarantine with a capacity of (130) beds, it was later handed over to the Ministry of Health.
The company managed the quarantine and provided all hospitality, nutrition, and hotel manage-
ment services. As part of the evacuation plan for scholarship students in Britain, 74 students
were hosted for 14 days in the guest house as an institutional quarantine during the period of
April 28, 2020, to May 13, 2020.

In addition, the previous Al-Ahmadi Specialist Hospital was equipped to host and care for pa-

tients of Al-Adan Hospital and was managed by the medical group of Kuwait Oil Company.
The hospital’s capacity is currently 110 beds (which can be increased), as the number of pa-
tients who were transferred from Al-Adan Hospital and Mubarak Hospital to Al-Ahmadi Hospital
reached 89 patients, and several premature babies is (4 per week).

Kuwait Oil Company has also fully equipped a quarantine for workers in Ratqa area, north of Ku-
wait, with capacity of (7992) beds for category of quarantined workers and residents who were
evacuated from affected areas. North Camp is supervised by 200 individuals from the Ministry
of Health and volunteers, in addition to 165 individuals from the National Guard cadre.

Kuwait Oil Company provides lunch and dinner daily to the quarantined and workers, as well as
the staff of the Ministry of Health, volunteers, and the National Guard. Total number of quaran-
tined and workers in the North Camp reached approximately 7,283 persons.

Kuwait Integrated Petroleum Industries Company also manufactured protective masks using a
3D printer and distributed them to many hospitals.

Kuwait Foreign Petroleum Exploration Company donated (10) thousand Kuwaiti dinars to Kuwait
Red Crescent Society, as a contribution to support the voluntary work carried out by the society
inside Kuwait to confront the Corona pandemic, and to mitigate the impact of the pandemic on
needy families. Further, Integrated Petroleum Company distributed food baskets in cooperation
With the Kuwaiti Red Crescent.

Initiatives of KPC and Its Subsidiaries in Vaccination Campaigns against Corona Virus

In February 2021, Al Ahmadi Hospital Medical Group launched a vaccination campaign for em-
ployees of oil sector in cooperation with the Ministry of Health. This step contributes to acceler-
ating the vaccination process in the country. Kuwait Oil Company also participated in the design
and installation of the guidance materials for vaccination centers in the international fairground
in Mishref and for (15) vaccination centers in government clinics spread in all governorates.
Further, Kuwait Oil Company and Kuwait Integrated Petroleum Industries Company construct-
ed and equipped the vaccination center located on South Island at Jaber Al-Ahmad Al-Sabah
Bridge to comply with the requirements and needs of the Ministry of Health.
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KPMG Safi Al-Mutawa & Pertners
Al Hamra Tower, 25% Floor
Abduiaziz Al Sagr Street

P.O. Box 24, Safat 13001

Stete of Kuwait

Tel: +965 2228 7000

Fax: +965 2228 7444

independent auditor's repor

His Highness, Sheikh Sabah Al-Khaled Al-Hamad Ai-Sabah
The Prirme Minister and Chairman of the Supreme Council for Petroleum
State of Kuwait

We have audited the consolidated financial statements of Kuwait Petroleum Corporation (“the Corporation™) and its
subsidiaries (together “the Group”), which comprise the consolidated statement of financial position as at 31 March
2021, the consolidated statements of profit or loss and other comprehensive income, changes in equity and cash flows
for the year then ended, and notes, comprising significant accounting policies and other explanatory information.

in our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 March 2021, and its consotidated financial performance and its
consolidated cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRS)
and the Law Decree No. 6 of 1980.

Basis for Opinion

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

Emphasis of Matter

We draw attention to Note 1 and Note 25 to the consolidated financial statements which states that the Group had
previously issued consolidated financial statements for the year ended 31 March 2021. However, as a result of certain
subsequent events and instructions received from Council of Ministers requiring amendment to the consolidated financial
statements to reflect changes in the proposed distribution of the profit of the Corporation, the previously issued
consolidated financial statements and our audit report dated 26 July 2021 for the year ended 31 March 2021 have been
amended and re-issued as the accompanying consalidated financial statements and related independent auditor's
report. Refer notes 1 and 25 for more details. Our opinicn is not modified in respect of this maiter.

Other Information

Ig

Management is responsible for the other information. The other information obtained at the date of this auditor’s report
is the Board of Directors report included in the Group's annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

Qur opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In sonnection with our audit of the consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the consolidated financial
statements or our knowiedge obtained in the audit, or otherwise appears to be materiaily misstated.

if, based on the work we have performed on the other information obtained prior to the date of this auditor's report, we
conclude that there is @ material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibitifies of Management and Those Charged with Governance for the Consolidated Financial

Statements

Management is responsible for the preparation and fair presentation of the consolidatad financial statements in
accordance with {FRS and the Law Decree No. & of 1980, and for such internal confrol as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error,

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

Those charged with governance are responsible for overseeing the Group's financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financiat Statements

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

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

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

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

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disciosures made by management.
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Kuwait Petroleumz Corporation and Subsidiaries
State of Kuwait

Consolidated statement of financial position
as at 31 March 2621

Assets

Property, plant and equipment

Goodwill

Intangible assets

Right-of-use assets

Deferred tax assets

Other non-current asscs

Financial assets at fair value through other comprehensive
income

Investments in equity accounted investees
Non-current assets

Inventories

Trade receivables

Financial assets at fair value through other comprehensive
incomne

Financial assets at fair vatue through profit or loss
Other reccivables and prepayments

Taxes receivable

Bank balances and cash

Assets held for sale

Current assets

Tuotal assets

Equity

Authorised and paid-up share capital

Statutory reserve

Capitel reserve

General reserve

Reserve for replacement and renewal of property, plant and
equipment

Remeasurement of defined benefit obligation rescrve
Cumulative chanpes in fair values

Foreign currency tanslation reserve

Proposed dividend

Equity attributable to equity holder of the Corporation
Non.controlling interest

Total equity

Non-current liabilities

Trade payables

Other payables and accruals
Leasc iiabilitics

Taxes payable

Amounts due to Ministry of Gil
Profit available for distribution
Current lizbilities

Total labilities

Twotal equity ahd liabilities

Notes

oG N O

10

12
i3

10

14
FA

17

25

22

23

i5
Y
25

iy geinll e Igfiatt Ao iia
Kuwait Pofrolevm Corporation
2021 2020
KD*000 KD'00¢
31,568,875 30,618,903
125,716 116,726
553,439 574,902
1,076,432 1,065,739
309,814 164,151
168,877 166,962
2,075,079 3,504,429
696,247 994,140
38,374,479 37,235,952
1,319,243 1,008,461
3,072,360 2,878,528
332,661 1,401,228
255,590 201,392
1,167,741 1,299,715
6,913 5,847
714,430 681,889
39,780 40,886
6,848,718 7,517,946
45,223,197 44,753,898
2,500,000 2,500,000
1,250,000 1,250,000
232,945 232,945
15,962,095 15,178,266
3,724,691 3,703,691
(138,653) (131,708)
887,509 ' 503,528
(214,537) (288,873)
850613 .
24,289,063 22,947,849
78,596 88,433
24,367,659 23,036,282
12,954,876 12,544,518
1,051,249 1,396,138
3,702,612 3,338,775
345,521 373,412
168,435 117,511
2,221,895 2,107,263
410,950 1,839,999
7,900,662 9,173,098
20855538 21,717,616
45,223,197 44,753,898

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

Hashem § Eashem !

Depwty Chairman & CEQ

2
ﬂzfaa' Y. Al-Za'abi

MD — Planning & Finance

- Contlude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related tc events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern, If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disciosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Qur conclusions are based on the audit

avidence abtained up to the date of our auditor's report. However, future svents or conditions may cause the Group
to cease to continue as a going concern.

- Evaluate the gverall presentation, structure and content of the consolidated financial statements, including the
disciosures, and whether the consolidated financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

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

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

Report on Other Legal and Regulatory Requirements

We further report that we have obtained the information and explanations that we required for the purpose of our audit
and the consolidated financial statements include the information required by the Law Decree No.6 of 1980. In our
opinion, proper books of account have been kept by the Corporation and the accounting information given in the board
of directors’ report agrees with the books of accounts. We have not become aware of any contravention, during the year
ended 31 March 2021, of the Law Decree No. 6 of 1980 that might have had a material effect on the business of the
Group or on its consoiidated financial position.

e \
i %@/
Dr. Rasheed M. Al - Qenae
License No. 130 - A
of KPMG Safi Al-Mutawa & Partners
Member firm of KPMG International Kuwait: 14 September 2021
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+2 $2 3 888 8§ g8
Kuwait Petroleum Corporation and Subsidiaries 3 g ES g § 3 2 5 2 o %
State of Kuwait o g § o g i <l
3 i B
1,
Consolidated statement of profit or loss -'j‘ 5
and other comprehensive income Arleg gl o lgped dicinis g i¥i8 3 oz | 3 SRR
Sfor the year ended 31 March 2021 Yuwsit Petroienm Corporation B‘_ 2 % §n »© = & A =
H =i
§ 2
2021 2020 jg ;
Notes KD’000 KD*000
= - I B o & ' e
Revenues & § | g 3 %
Salcs of crude oil, gas, refined products and perochemnicals 16,239,360 25,216,954 B = & § 8] S % 2
Revenues from other operations 177,301 158,983 Y & o &
26 16,416,661 25,375,937
Cost of revenues s REY - T o A
Cost of sales of crude oil, gas, refined products and petrochemicals (15,215,644) (24,269,297) § 3 § § § & g & o
Cost of other aperations (167,127) (162,277) SE¥EE ¢ o o %
(15,382,771) _ (24,431,574) ©E = =
Gross profit 1,033,890 944,363
(238 3 gg ¢ R
Depreciation and amortisation 57889  (673,153) (391,254) Ip%8 ¢ g ¥ < |
General and administrative expenses {467,296) (459,576) 338 © 3 = - “
Provision for tmparment loss on property, plant and equipment,
goodwill and other provisions (119,673) (27,302)
rating (loss) / profit 226,232 66,231 QK = AR~ (e o &
Operating (loss) / p { ) | EES §§ g ) g
Interest income 27.337 35,826 £ § % & ga 5 ol o =
Interest expense (183,923) (169,553) § 85 - 1
Net interest expense {156,586} (133,727) t:: = Z;
K
Investment income 27 187,991 102,909 3
Share of loss of equity accounted invesiees i {235,958) {47,459) % Qg SEE 8 3 o g " ' g
Other income (net) 28 490,114 505,679 =Pz k '%is o s S
Directors’ remuneration 29 (62) (59) g8 § g g g- = py
Profit before provision for income tax 59,267 493,574 = = 3 ¢%
Income tax credit / (expense) 5 55,820  (63,052) 3 & T g
115,087 430,522 g S
Provision for replacement and renewal of propeity, plant and equipment 21 (21,0600) (27,000) § 338 © - - = A ﬁ g
Profit for the year 94,087 403,522 2 E 35 3 z 2% 3 I
X b o~ n - = ; = =
Other comprehensive income / (Ioss} - < = E
Ttems that will not be reclassified 1o profit or loss £
Remeasurements of defined benefit obligations {6,945) (3,811 - - . L D] - 3
Net change in fair value of financial assets at fair value through OCI 616,227 (287,143) @ %‘ § § X X :‘3
Other comprehensive income / {loss) for the year 609,282 (260,954) 'g R g § S §
g &
R¥]
frems that are or may be reclassified subsequently to profit or loss % % 2
Foreign currency translation differences for foreign operations 74,336 (3,280) E] 53 £2 § g ‘ o o 8 =
Net change in fair value of financial assets at fair value through OCI (73,407) 120,035 g g § § 8 1 £ b4
Other comprehensive income for the year 929 116,755 - a 4 = - &
Total other comprehensive income / (loss) for the year 610,211 (174,199) £ & § ?n
Total comprehensive income for the year 704,298 229,323 ‘a RN % 5§ § 2 gl £
s 5% | ¥ § g
Profit attributable to: & = § i 2 7 £
Equity holder of the Corporation 94,459 395,511 S < E T3d &
Non-controliing interest (372) 8,011 E & % s N %
~ QO
Profit for the year 94,087 403,522 % "é E %: 5 % . § E ‘g ﬁ'% g § 'E g’
Total comprekensive income attributable to: % g LN b 3 - i g . 5 8.9 g g g 5 ﬁ = %‘
Equity holder of the Comporation 704,670 221312 A E§ 3 55 a ’E{ Zh%se ?; 2 % E=R 3
Non-controlling interest (372) 8,011 £% B L % OgSRESETEEEIT 2.6 g% 3
g * 4 & @ o 2e€352eB=y q f=R = u =
Total comprehensive income for the year 704,298 229,323 g fé g7 Se 3 E & SB 5 3 s% g % _g ghé 2 E é s 3
e O ERSELFBERESEIERTEZEEER £

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

Consolidated statement of changes in equi
Jor the year ended 31 March 2021

PCTPE i R PEve Asmsauds
Kuwuait Petroleum Corporation

Totul equity
KD’600

Non~

contralling

interest
KD’606

Total
XD’9%0

dividend
K090

Proposed

Forcign

CHITEICY
transiotion
re

2
KD'000

Jfair values
KD'000

Cumalative
changes in

§
2
HEIs§ss
55§§"§§h
MEDSE B
R
3
§~ .
JSESTE
RIS
SER R
FEEEE S
i I&S
-
B3
=
g% 8
& B
5% 8
333 §
S3F ¢
£3% 2
31}
s §

Balance at 31 March

2020

23,036,282

88,433

22947349

(288.373)

503,528

(131,708)

3,703,691

1,250,600 232,945 15.178.266

2,500,006

372) 94,087

94,459

94,459

Total comprehensive

income / (lass)
Profit for the year

610,211

610211

542,820 74.336

(6,945)

Other comprehensive
TFotal comprehensive
income / (Joss}

income / {loss)

704,298

(372)

704,670

542,820 74336

6,945)

94459

Realised gain transterred

o general reserve

(158,839)

158,839

plant and cquipmcnt (Note

21)

Reserve for replacement
and renewal of property.

21,000

21,000

21,000

Profil to be distributed

(Note 25}

85,013

(85,013}

Discounting for profitte

615,544

615,544

615,544

be distributed (Note 25)

Net movement in non-
controlling intérest

(9.465)

(9.465)

24 367,659

78,596

24,239,063

(214,537) 85,013

887,509

(138,653)

3,724,691

15,962,095

232945

1,250,000
The accompanying notes form an integral part of these consolidated financial statements.

2,500,000

Balance at 31 March

2021

Kuwait Petroleum Corporation and Subsidiaries
State of Kuwait

Consoclidated statement of eash flows
for the year ended 31 March 2021

Kuwait Petroleum Corporation

Cash flows from operating activities

Profit for the year
Adjustments for:

Depreciation and amortisation
Provision for replacement and renewal of property, plant and equipment
Provision for impairment loss on property, plant and equipment, goodwill and

other provisions

Write off of unsuccessful exploration

Provision for employees’ terminal benefits and pensions
Loss on disposal of property, plant and equipment

Share of loss of equity accounted investees

Interest income
Provisions, net
Interest expense

Income tax {credit) / expense
Investment income

Changes in:
~  inventories

- trade receivables
- other receivables and prepayments
- non-current liabiiities

- trade payables

- other payables, accruals and other credit balances
- change in amounts due to Ministry of Oil
Cash generated from operations

Interest paid

Taxes received / (paid)

Net cash from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Change in deposits maturing after three months from the date placement
Change in financial assets at FVOC]

Change in financial asscts at FVTPL

Net movement in equity accounted investess

Additions to intangible assets

Change in other non-current assets

Proceeds from disposal of property, plant and equipment

Interest received

Net cash used in investing activities

Cash Aows from firancing activities

Net change in long term loans and borrowings
Payment of lease liabilities

Other changes in leases

Dividend paid

Change in non—controlling interest

Net cash used in financing activities

Net effect of foreign currency translation adjustments
Net increase / {decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Short-term deposits mawuring after three months from the date of placement
Bank balances and ¢ash at end of the year

Notes

5,7,8&9
21

i

i5

a

sy gl dggidl ducags
Kuwait Pefroleum Corporation
2021 2020
KD'000 KD*(66
94,087 403,522
673,153 391,254
21,000 27,000
119,673 27,302
20,851 9,108
74,984 73,011
1,932 16,881
235,958 47,459
(27,327) {35,826}
- 11,304
183,923 169,553
(55,820 63,052
_(187991) (102,909)
1,154,423 1,100,711
311,518) 123,397
{193,787} 1,252,256
200,041 28,401
{137,954} (111,074)
{344,889) (142,673)
46,230 (204,364)
269,447 651,938
1,281,993 2,699,592
{114,996) (61,786)
75,113 (18,355)
1,242,114 2.619.,451
(1,520,015) {3,330,154)
135,564 {16,404)
1,163,918 672,932
- 14,315
144,537 {242,988)
{25,473) {54,719)
(17,260} 65,921
30,284 8,800
2,218 35,826
(486.227) (2.846.471)
212,863 56,974
(395,333} {303,822)
2,893 2,822
(400,000} {500,000)
(9,465) 2,368
(589,062) (1,141,658)
1,284 (3.218)
168,105 (1,371,894)
508946 1,880,840
677,051 508,946
3737 172,943
714,430 681,889

The accompanying notes form an integral part of these consolidated financial statements.
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1. Corporate information

The Kuwait Petroleum Corporation {“the Corporation” or “the Parent” or “KPC”) is wholly-
owned by the Government of the State of Kuwait. The Corporation was established by Law
Decree No. 6 of 1980 which came into effect on 27 January 1980. The principal activities of the
Corporation and its subsidiaries (fogether referred to as “the Group™} include exploration,
drilling, production, storage, refining, processing, transportation, distribution and marketing of
crude oil, natural gas, chemical, petrochemical and associated products. The marketing of crude
oil and petroleum products produced by subsidiaries in the Siate of Kuwait is undertaken by the
Corporation, The entire Group’s other activities, including the marketing of crude oil and
petroleurn products produced by subsidiaries outside the State of Kuwait are carried out through
its subsidiaries, associates and joint ventures/ operations. The principal subsidiaries, associates
and joint ventures/ operations are set out in Note 39. The Group operates principally in the
Middie East, Far East, Western Europe, U.S.A, Canada and Australia.

Crude oil produced in the State of Kuwait becomes the property of the Government of the State
of Kuwait, which remmburses the production costs of the producing subsidiarics. The Corporation
purchases crude oil and natural gas from the Government of the State of Kuwait in accordance
with the terms of the applicable Decree issued on 17 Janvary 1981,

The address of the Corporation’s registered office is P.O. Box 2635635, Safat 13126, State of
Kuwait.

The consolidated financial statements of the Group for the year ended 31 March 2021 were
previously auvthorised for issue by the Board of Directors on 15 July 2021. Subsequently as a
result of certain event as disclosed in Note 25, these consolidated financial statements were
reissucd on 14 Scptember 2021 Thesc consolidated financial statements are subject to approval
of the Supreme Council for Petroleum.

2. Basis of preparation
a} Statement of compliance

The consolidated financial staternents have been prepared in accordance with the Law
Decree No. 6 of 1980 and International Financial Reporting Standards (“[FRS™), as issued
by the International Accounting Standards Board (IASB).

b)  Basis of measurement

The consolidated financial statements are prepared under the historical cost convention,
modified for the measurement at fair value of investments at fair valuc through profit or
loss, investments at fair valuc through other comprehensive income and derivative
financial instruments.

¢)  Functional and presentation currency

Items inciuded in the financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the entity operates {‘the
functional currency’). The consolidated financial statements are presented in Kuwaiti
Dinars, which is the Group’s functional currency. All amounts are rounded to the nearest
thousand, uniess otherwise indicated,

Kuwait Petroleum Corporaticn and Subsidiaries

State of Kuwait
Notes to the consolidated financial statements PYOPPEY DR P P I
Jor the year ended 31 March 2021 Nuwait Petralonm Corporation

d)}  Use of estimates and judgements

The preparation of the consolidated financial statements in conformity with IFRSs
requires management to make judgements, estimates and assumptions that affect the
application of accounting policies and {he reporied amounts of assets, liabilities, income
and expenses. Actual resulis may differ from these estimates.

Tistimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and in
any future periods affected.

Following the World Health Organization declaring COVID-19 outbreak to be a
pandemic, many govemments have imposed restrictions on individuals and businesses,
resulting in & significant slowdown of the global economy. While these restrictions bave
been relaxed in certain jurisdictions, a resurgence of COVID-19 cases {including cases
resulting from variants of the COVID-19 virus) in certain geographic arcas and the risk
that this could occur in other areas has caused governimments in certain jurisdictions to
sustain and, in some cases, re-impose restrictions. In addition, while vaccines are
beginning to be distributed, there is ongoing uncertainty as to the timing, level of
adoption, duration of cfficacy and overall effectiveness of the vaceine, including against
variants of the COVID-19 virus. As a resukt, sigaificant uncertainty remains as to the
extent and duration of the global economic siowdown, This uncertainty has created
volatility in asset and commodity prices, currency exchange rates and a marked decline
in long-term interest rates. [n addition, the resulting decrease in demand for erude oil has
resulted in a decline in global crude oil prices. Management applied judgment and will
continue (o assess the situation in determining the impact of the significant uncertainties
created by these eveats and conditions on the carrying amounts of assets and liabilities
in these consolidated financial statements. Information about significant areas of
estimation uncertainty and critical judgements in applying accounting policies that have
the mosl significant cffcct on the amounts recognised in the consolidated financial
statements are described in Note 4.

€) Changes in accounting policies

A number of amendmenis to standards and infcrpretations are effective for annual
periods beginning on 1 April 2020 as below, but they do not have material effect on the
Group’s consolidated financial staternents.

Amendments to IFRS 3: Definition of a Business;

Adoption of profit rate benchmark reform (IBOR reform Phase 1);
Amendments to [AS 1 and TAS 8: Definition of Material;

Conceptual Framework for Financial Reporting issued on 29 March 2018; and
Amendments to TFRS 16 Covid-19 Related Rent Concession.

* & o ¢ o

3. Significant accounting policies

Except for changes explained in Note 2(e), the Group has consistently applied the accounting
policics sct below to all periods presented in these consolidated financial statements,

a) Basis of consolidation

The consolidated financial statements incorporaie the financial statements of the
Corporation and its significant subsidiaries. Details of the principal consolidated
subsidiaries are inchuded in Note 40.
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Business combinations arc accounted for using the acquisition method. The cost of an
acquisition is measured as the aggrepate of the consideration transferred, measured at
acquisition date fair value and the amount of any non-controlling interest in the acquiree.
For each business combination, the acquirer measures the non-controlling interest in the
acquiree either at fair value or at the proportionate share of the acquiree’s identifiable
net assets.

Any contingent consideration is measured at fair value at the date of acquisition. If an
obligation to pay contingeni consideration that meets the definition of a financial
instrument is classified as equity, then it is not remeasured and settlement is accounted for
within equity. Otherwise, other contingent consideration is remeasured at fair vahue at cach
reporting date and subsequent changes in the fair value of the contingent consideration are
recognised in profit or loss.

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is
exposed {0, or has rights to, variabie returns from its involvement with the cntity and has
the ability to affect those returns through its power over the entity. The financial statements
of subsidiaries are included in the consolidated linancial statements from the date on which
control commences until the date on which conrol ceases,

The financial statements of subsidiaries are prepared using accounting policies that are
consistent with those applied by the Corporation. Adjustments are made to conform any
material dissimilar accounting policies that may exist.

Non-controlling interest (“NCI™) principally represent the portion of profit or loss and net
assets of Kuwait Aromatics Company K.S.C.C. not held by the Corporation directly and
are presented separately in the consolidated statement of profit or loss and other
comprehensive income and separately from Corporation’s cquity within equity in the
consolidated statement of financial position.

Intra-group balances and transactions, including intra-group profits and unrealised profits
and losses are eliminated on consolidation,

The financial statements of the subsidiaries arc consolidated on a line-by-line basis by
adding together like items of assets, liabilities, income and expenses.

Accounting periods of subsidiaries

The Corporation’s financial year was from 1 April 2020 to 31 March 2021. The financial
year of the Corporation’s significant subsidiaries is the same as that of the Corporation
with the exception of Kuwait Foreign Petroleum Exploration Company K.S.C., Kuwait
Gulf Oil Company K.8.C. {Closed), KPC Energy Ventures, Inc. and Kuwait Aromatics
Company K.S.C.C., whose financial years were from 1 January 2020 to 31 December
2020. Where such subsidiaries do not prepare financial statements up to the same date as
that of the Group, adjustments are made for the effects of any significant events or
transactions which have occured in the months following the year end of these
subsidiaries.

Kuwgit Petroleum Corporation and Subsidiaries
State of Kuwait
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b) Property, plant and equipment
i. Oil and gas properties
Exploratory wells

The tangible element of exploratory wells is included under drilling, exploration and
other assets under construction pending determination of proved reserves, If an
exploratory well finds proved reserves, these costs are transferred to wells and surveys
under oil and gas properties. If the exploratory well does not find proved reserves the
costs are written off as abortive. Costs are considered abortive when they relate to
wells, which are permanently abandoned due to the absence of commercially
exploitable reserves of crude oil or temporarily abandoned with no plans for re<ntry
in the foresecable furure.

Costs directly associated with an exploration well are capitalised as exploration and
evaluation assets under drilling, exploration and other assets under construction uatil
the drilling of the well is complete and the results have been evaluated. These costs
include employec remuneration, materials, drilling and contractors’ ¢ost.

Geological and geophysical costs are recognised in the conselidated statement of
profit or loss and other comprehensive income, as incurred.

Development wells

The cost of development wells is included under oil and gas properties as wells and
surveys and is accounted for under the “success(ul efforts™ method of accounting.
Under this method, expenditure on the construction, installation or completion of
infrastructure facilities such as platforms, pipelines and the drilling of development
wells is capitaiized within oil and gas properties.

Oit and gas properties are stated at cost, less accumulated depreciation and
accumulated impairment losses (Note 3(j)).

ii. Other property, plant and equipment

Other property, plant and cquipment are stated at cost, less accumulated depreciation
and accumulated impairment losses {(Note 3(j}).

Cost includes expenditure that is directly attributable to the acquisition of the asset.
The cost of self-constructed assets includes the cost of materials, contractors’ costs
and direct labaur, any other costs directly attributable to bringing the assets to a
working condition for their intended use, the costs of dismantling and removing the
iterns and restoring the sitc on which they are located, and capitalised borrowing costs.
Purchased softwarc that is integral to the functionality of the related equipment is
capitalized as part of that equipment.

Subsequent costs

Expenditure on major maintenance refits, inspections or repairs comprises the cost of
replacement assets or parts of assets, inspection costs and overhau! costs. Where an
asset, or part of an asset that was separately depreciated and is now written off is
replaced and it is probable that future cconomic benefits associated with the item will
flow to the Group, the expenditure is capitalised. Where part of the asset replaced was
not separately considered as 2 component and therefore not depreciated separately, the
replacement value is used to estimate the carrying amount of the replaced asset(s) and
is immediately written off. Inspection costs associated with major maintenance
programmes are capitalised and amortised over the period to the next inspection, All
ather day-to-day repairs and maintenance costs are expensed as incurred.
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Gain or loss on disposal

The gain or loss on disposal of an item of property, plant and equipment is determined
by comparing the proceeds from disposal with the carrying amount of the property,
plant and equipment, and is recognised net within other income/other expenses in the
consolidated statement of profit or loss and other comprehensive income.

ifl. Other assets under construction

Assets in the course of construction are carried at cost, fess any recognised impairment
loss {Note 3(j}). Cost includes all capital costs in accordance with the Group’s
accounting policy. Assets nader construction are transfetred to the related assets under
property, plant and equipment when (he underlyiny project is substantially completed
and the related asset is brought into use.

Depreciation of these assets commences when the assels are ready for their intended
use as determined by the management.

iv. Depreciation

Depreciation is based on the cost of an asset less its residual valve, where applicable.
Significant components of individual assets are assessed and if a component has a
useful life that is different from the remainder of that asset, that component is
depreciated separately,

Depreciation is recognized in the consolidated statement of profit or loss and other
comprehensive income on a straight-line basis over the estimated useful lives of cach
part of an item of propesty, plant and equipment except for oil and gas properties,
which are depreciated and depicted on 2 unit of production basis over the commercial
proven and probable reserves (“2P reserves™). Assets uader construction and land arc
not depreciated.

The estimated uscful lives for the current and comparative year, in accordance with
the instructions of the Parent Corporation, as approved by the Supreme Council for
Petroleum, are as follows:

Assct catepory Depreciation
2020 - 2021 2019 - 2020
Years Years
Oil and gas
Unit of Unit of
Qi and gas properties production production
Plant and machinery 2025 20-25
Tankage, pipelines and jetties 20-25 20-25
Wells and surveys 10 -20 16-20
Scrvice plant and drilling equipment 4-5 4-5
Vessels 30-35 30-35
Other property and equipment
Land, buildings and roads 25 25
Furniture, tools and computers 5-16 5-10
Vehicles, ships and marine craft 5-13 5-13

Depreciation methods, usefil lives and residual values are reviewed at each reporting
date and adjust if appropriate.

Kuwait Petroleum Corporation
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<) Goodwill

d)

Goodwill is initially measured at cost, being the excess of the apgregatc of the
consideration transferred and the amount recognised for NCI over the fair value of the
identifiablc nct asscts acquired and liabilities assumed. 1f the fair value of the identifiable
net assets acquired is in excess of the aggregaie consideration transferred (bargain
purchase), before recognising a gain, the Group reassesses whether it has correctly
identified all of the assets acquired and all of the liabilities assumed and reviews the
procedures used to measure the amounts to be recognised at the acquisition date. If the
assessment still resuits in an excess of the fair value of net assets acquired over the
agpregate consideration transferred, then the gain is recognised in the statement of profit
or loss and other comprehensive income,

After initial recognition, goodwill is measured at cost less any accumulated impairment
losses. For the purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the Group’s cash
generating units (“CGUs™) that are expected fo benefit from the combination,
irrespective of whether other assets or liabilities of the acquiree are assigned to those
units. When the recoverable amount of the CGU is less than its carrying amount, an
impairment loss is recognised. Impairment losses relating to goodwill cannot be reversed
in future periods.

Where goodwill forms part of 2 CGU and part of the operation in that unit is disposed
off, the goodwill associated with the disposed operation is included in the carrying
amount of the operation when determining the gain or loss on disposal. Goodwill
disposed of in these circumstances is measured based on the relative values of the
disposed operation and the portion of the CGU retained.

Intangible asscts

Intangible assets acquired separately are measured at cost on initial recognition. The cost
of intangible assets acquired in a business combination is their fair value as at the date of
acquisition. Following initial recognition, intangible asscts are carried at cost less any
accummulated amortisation and any accumulated impairment losses.

Intangible assets with indefinite useful lives are not amortised, but are tested for
impairment annually, either individually or at the CGIJ level. The assessment of
indefinite {ife is reviewed annuaily 1o determine whether the indefinite life continues to
be supportable. If not, the change in useful life from indefinite to finite is made on a
prospective basis. Intangible assets consist of application sofiware, license costs,
intellectual property and other agreements etc.

Pre-license costs
Pre-license costs are expensed in the period in which they are incurred,
License and property acquisition costs

Exploration license and leasehold property acquisition costs are capifalised within
intangible assets and are reviewed at each reporting date to confirm that there is no
indication that the carrying amount cxcceds the recoverable amount. This review
includes confirming that exploration drilling is still under way or firmiy planned, or that
it has been determined, or work is under way to determine, that the discovery is
econonlically viable based on a range of technical and commercial considerations and
sufficient progress is being made on establishing development plans and timing.
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If no future activity is planned, the carrying value of the license and property acquisition
costy is written off through the consolidated statements of profit or loss and other
comprehensive income. Upon recognitior of proved reserves and internat approval for
development, the relevant expenditure is transferred to oil and gas properties.

Exploration and evaluation costs

Exploration and evaluation activity imvolves the search for mineral resources, the
determination of technical feasibilify and assessment of commercial viability of an
identified resource. Once the legal right to explore has been acquired, costs direcily
associated wilh an exploration well are capifalised as exploration and e¢valuation intangible
asset vntil the drilling of the well is complete and the results have been evaluate,

If no potentially commercial hydrocarbons are discovered, the exploration asset is written
off as a dry hole. If extractable hydrocarbons are found and, subject to further appraisal
activity {e.g., the drilling of additional wells), are likely to be capable of being
commercially developed, the costs continue to be carried as an intangible asset while
sufficient/ continued progress is made in assessing the commerciality of the hydrocarbons.
Costs directly associated with appraisal activity undertaken to determine the size,
characteristics and commercial potential of a reservoir following the initial discovery of
hydrocarbons, including the costs of appraisal wells, where hydrocarbons were not found,
are initially capitalised as an exploration and evaluation intangible assct. All such
capitaliscd costs arc subject to technical, comunercial and managemcent review as well as
review for indicators of impairment at least once a year. This is to confirm the continued
intent to develop or othenwise extract value from the discovery. When this is no longer the
case, the costs are written off in the consolidated statement of profit or loss and other
comprehensive income.

When proved reserves of ¢il and natural gas are identified and development is sanctioned
by management, the relevant capitalised expendifure is first assessed for impairment and
{if required) any impairment loss is recognised, then the remaining balance is transferred
to oil and gas properties. No amortization is charged during the exploration and evaluation
phase.

Gain or loss on disposdl

Gains or losscs arising from de-recognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and
are recognised in the consolidated statement of profit or loss and other comprehensive
income when the asset is derecognised.

Amortisation

All intangible asscts with finite uscful lives arc amortiscd on a straight line basis over
the useful economic life, except for certain intangible assets which are amortised on a

unit of production basis, where applicable.

The estimated useful lives for current and comparative period is as follows:

Years
*License cost 2-30
Application software 5
Reservation right fees 25
Seismic survey and others More than 10

Kuwait Petroleum Corporation eand Subsidiaries

State of Kuwait
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*Included in license cost, certain assets which are amortised over a thirty year period as
the Group considers such costs to be closely associated with the economic life of the
land, buildings and facilities which are the subject of the licences.

The amortisation period and the amortisation method for an intangible asset with a finite
useful life is reviewed at least at the end of each reporting period. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits
embodied in the assel are considered to modify the amortisation period or method, as
appropriate, and are treated as changes in accounting estimates prospectively.

¢}  Financial instruments

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

All “regular way” purchases and sales of financial assets are recognised on the trade date,
1.e. the date that the Group commits to purchase or sell the assct. Regular way purchases
or sales are purchases or sales of financial assets that require delivery of assets within
the time frame generally established by regulation or convention in the marketplace.

i) Financial asscts
Initial recognition and measurement

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

The classification of financial assets at initial recognition depends on the financial
asset’s contractual cash flow characteristics and the Group’s business model for
managing them. With the exception of deposits and due from a related party that do
not contain 2 significant financing component or for which the Group has applied
the practical expedient, the Group initially measurcs a financial asset at its fair value
pius, in the case of a financial assel not at F'VTPL, transaction costs.

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

Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four
calegories:

Financial assels carried at amortised cost;
Debt instruments measured at fair value through other comprehensive income
(FVOCI) with gains or losses recycled to the statement of profit or loss on de-
recognition;

* Equity instruments at FVOCI with no recycling of gains or losses to the
consolidated statement of profit or loss on de-recognition; and

« Financial asscts carricd at fair value through profit or loss (FVTPL)

Financial assets at gmortised cost {debt instruments)

The Group measurcs financial assets at amortised cost if both of the following
conditions are met:

* The financial asset is held within a business model with the objective to hold
financial assets in order to collect contractual cash flows, and
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= The contraciual lerms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and intercst on the principal amount
outstanding.

Financial assets at amortised cost are subsequently measured using the effective
iaterest (EIR) method and are subject to impairment. Gains and losses are recognised
in profit or loss when the asset is derecognised, modified ‘or impaired, The Group’s
financial assets at amortised cost includes trade receivables and other receivables and
prepayments and bank balances and cash.

Business model assessment

The Group determines its business model at the level that best reflects how it
manages groups of financial assets to achieve its business objective. The Group’s
business model is not assessed on an instrument by instrument basis but at a higher
level of aggregated portfolios and is based on a number of observable factors. The
information considered includes:

» The stated policies and objectives for the portfolio and the operation of those
policies inpractice;

o The risks that affect the performance of the business model (and the financial
assets held within that business model} and how those risks are managed; and

* The frequency, volume and timing of sales in prior periods, the reasons for such
sales and its expectations about future sales activity.

The business model assessment is based on reasonably expected scenarios without
1aking ‘worst case' or 'stress case’ scenarios into account. If cash flows after initial
recognition are realised in a way that is different from the Group's original
expeclations, the Group does not change the classification of the remaining financial
assets held in that business model, but incorpurates such information when assessing
newly originated or newly purchased financial sssets going forward.

Assessment of whether contractual cash flows are solely payments of principal and
interest (SPPI test)

The Group assesses the contractual terms of financial assets to identify whether they
mcct the SPPT test, ‘Principal’ for the purpase of this test is defined as the fair value of
the financial assct at initial recognition and may change over the life of the financial
asset. Interest is defined as consideration for time value of monev and for the credit
risk associated with the principal and for other basic lending risks and costs as well as
a profit margin. In assessing whether the contractual cash flows are solely payments
of principal and intercst, the Group considers whether the financial asset contains a
contractual term that could change the timing or amount of contractual cash flows such
that it would not meet this condition. The Group considers:

o Contingent events that would change the amount and timing of cash flows;

e Prepayment and extension terms;

e Terms that limit the Group's claim to cash flows from specified assets {e.g. non-
recourse asset arrangements); and

e Features that modify considcration of the time value of money €.g. poriodical
reset of interest rates,

Contractual terms that infroducc a morc than de-minimis exposure to risks or volatility
in the contractual cash flows that are unrelated to a basic lending arranpement do not
give rise to contractual cash flows that are solely payment of principal and interest. In
such cases, the financial asset is measured at fair vatue through profit or Joss.

Kuwzit Petroleum Corporation and Subsidiaries

State of Kuwait
Notes to the consolidated financial statements dcyg=all < Jggiul duwia
Jfor the year ended 31 March 2021 Kuwsit Petrodeum Corperation

Financial asscis carricd at amortiscd cost arc subsequently measurcd at amortised cost
using the effective interest method. Interest income, foreign exchange gains and losses
and impairment are recognisced in the consolidated statement profit or loss. Any gain
or loss on derecognition is recognised in the consolidated statement of profit or loss.

Cash and cash equivalents for the purpose of preparing the consolidated statement of
cash {lows comprise cash, shorl-term bank deposits and lighly liquid investments with
a maturity date not exceeding three months from the date of placement,

Trade receivables and other receivables and prepayments are stated at their cost less
impaimment losses. Long term receivables are discounted to their net present value and
are stated at amnortised cost less impairment losses.

Equity investments at FYOCI

Upon initial recognition, the Group may elect fo classify irrevocably its cquity
investment at FVOCI when they meet the definition of “Equity” under 1AS 32
Financial Instruments: Presentation and are not held for trading. Such classification
is determined on an instrument-by- instrument basis.

Gains and losses on these equity instruments are never recycled to the consolidated
statement of profil or loss. Dividends are recognised in the consolidaled statement of
profit or loss when the right of the payment has been established, except when the
Group benefits from such proceeds as a recovery of part of the cost of the instrument,
in which case, such gains are recorded in OCL Equity instruments at FVOCI are not
subject to an impairment assessment, Upon disposal cumulative gains or losses are
reclassified from fair value reserve to general reserve in lhe consolidated statement of
changes in equity.

Debt instruments at FVYOCI

The Group applies the new category under IFRS 9 of debt instruments mcasured at
FVOCI when both of the following conditions are met:

e The instroment is held within a business model, the objective of which is achieved
by both collecting contractual cash flows and selling financial assets; and
¢ The contractual terms of the financial asset meet the SPPI test.

Debt instruments at FVOCI are subsequently measured at fair value. Interest income
calcuiated vsing the effective interest methad, foreign exchange gains and losses and
impairment losses are recognised in the consolidated statement of profit or loss. Fair
value changes are recognised in other comprehensive income and presented in the
cumulative changes in fair values as part of equity uniil the asset is derecognised or
reclassified. When the financial asset is derecognised, the cumulative gain or loss
previously recognised in other comprehensive income is reclassified from equity to the
consolidated statement of profit or loss.
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Financial asset at FVIPL

The Group classifies financial assets at fair value through profit or loss when they have
been purchased or issued prunarily for short-termy profit making through trading
activities or form part of a porifoiio of financial instruments that are managed together,
for which there evidence of a receat pattern of short-term profit is taking. Held-for
frading assets are recorded and measured in the statement of financial position at fair
value. In addition, on initial recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured af amortised cost
or at FVOCT or at FVTPL. if doing so eliminates or significantly reduces an accounting
mismatch that would otherwise arise. Changes in fair values, financing income and
dividends are recorded in the consolidated statement of profit or loss according to the
terms of the contract, or when the right to payment has been established.

Reclassification of financial assets

The Group does not reclassify its financial assets subsequent to their initial recognition
other than in the exceptional circumstaaces in which the Group acquires, disposes of,
or terminates a business line.

Derecognition

The Group derecognises a financial asset when the contractual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash
flows in a transaction in which substantially all of the risks and rewards of ownership
of the financial asset are transferred or in which the Group neither transfers nor retains
substantially all of the risks and rewards of ownership and it does not retain control of
the financial asset.

ti} [mpairment of financial assets

The Group recognises loss allowances for expected credit (“ECLs™) loss on financial
measured at amortized cost.

The Group measures loss allowances at an amount equal to Jifetime ECLs, except
for the bank balances and cash for which credit risk (i.e. the risk of default occurring
over the expected life of the financial instrument) has not increased significantly
since initial recognition, and are measured at 12-month ECLs. Loss allowances for
trade receivables and other receivables are measured at an amount equal to lifelime
ECLs.

When determining whether the credit risk of a financial assct has increased
significantly since initial recognition and when estimating ECLs, the Group
considers rcasonable and supportable information that js rclevant and available
without undue cost or effort. This includes both guantitative and qualitative
information and analysis, based on the Group’s historical experience and informed
credit assessment and including forward-looking information.

Lifetime ECLs are the ECLs that result from all possible default events over the
expected life of a financial instrument. Lifetime ECL are recorded on financial assets
that is credit-impaired.
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For other non-current financial assets, trade receivables and other receivables, the
Group applies & simplified approuch in calculating ECLs. Therefore, the Group does
not track changes in credit risk, but instead recognises a loss allowance based on
lifetime ECLs, At each reporting date, the Group assesses each customer for lifetime
ECLs based on Group’s historical credit loss experience, agdjusted for forward-
looking factors specific to the debtors and the economic environment.

Lifetime ECLs represents the cxpected credit losscs that will result from all possible
default events over the expected iife of a financial instrument. The 12 month ECL
is the portion of hife time expecied credit loss that resulf from default events that
are possible within the 12 months aler the reporting date. Both life time ECLs
and 12 month ECLs are calculated on either an individual basis or a collective
basis depending on the nature of the underlying portfolic of financial
instruments.

Stage 1: 12 months ECL

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

Stage 2: Lifetime ECL  not credit impaired

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

Stage 3: Lifetime ECL  credit impaired

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

The maximum period considered when estimating ECLs is the maximum confractual
period over which the Group is exposed to credit risk.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased
significantly sincc initial recognition, the Group comparcs the risk of a default
oceurring on the financial instrument as at the reporting date with the risk of a defaull
occurring on the financial instrument as at the date of initial recogmtion. In making
this assessment, the Group considers both quantitative and qualitative information that
is reasonable and supportabie, including historical ¢xperience and forward-looking
information that is availabie without undue cost or effort. Forward locking information
considered includes the future prospects of the industrics in which the Group’s
customer cperates.

Irrespective of the outcome of the above assessment, the Group presumes that the
credit risk on a inancial asset has increased significantly since initial recognition when
contractual payments from the customer are more than 12 months past due, unless (he
Group has reasonable and supportable information that demonstrates otherwise.
Despite the foregoing, the Group assumes that the credit risk on a financial instrument
has not increased significanily since initial recognition if the financial instrument is
determined to have low credit risk at the reporting date. A financial instrument is
determined to have low credit risk if i} the financial instrument has a low risk of default,
it) the borrower has a strong capacity to meet its contractual cash flow obligations in
the near term and iii} adverse changes in economic and business conditions in the
longer terma may, but will not necessarily, reduce the ability of the borrower to fulfil
its contractual cash flow oblirations.
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The Group regularly monitors the effectiveness of the criteria used to identify whether
there has been a significant increase in credit risk and revises them as appropriaie to
ensure that the criteria are capable of identifying a significant increase in credit risk
before the amount becomes past due.

Definition of defuwlt

The Group considers the following as constifuting an event of default for internal
credit risk management purposes as historical experience indicates that receivables
that meet the following criteria are generally not recoverable.

» [nformation developed internally or obizained from external sources indicates that
the customer is unlikely fo pay its creditors, including the Group, in full (without
taking into account any collateral held by the Group}; or

¢ A breach of contract by the counterparty.

Irrespective of the above analysis, the Group considers that default has occurred
when a financial asset is more than 12 months past due from customers ualess the
Company has reasonable and supportable information to demonstrate that a more
lagging default criterion is more appropriate.

Measurement of ECLs

ECLs are probability weighted estimates of credit losses and are measured as the
present value of all cash shortfalls discounted at the effective interest rate of the
financial instrument. Cash shortfall represent the difference between cash flows dueto
the Group in accordance with the contract and the cash flows that the Group expects
to receive. The key elements in the measurement of ECL include probability of default
(PD), loss given default {LGD)} and exposure at default (EAD). The Company
estimates these elements using appropriate credit risk models taking into consideration
the internal and external credit ratings of the assets, nature and value of collaterals,
forward looking macro-economic seenarios etc.

Presentation of altowance for ECL in the consolidated statement of financial position

Loss allowances for ECL are presented as a deduction from the gross carrying amount
of the financiat assets carried at amartised cost.

iii} Firancial liabilities
Initial recognition and measurement

Financiat liabilities are classilied, at initial recognition, as financial liabilities at fair
value through profit or loss, loans and borrowings, payables, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate. All financial
liabilities are recognised initially at fair value and, in the case of loans and
borrowings and payables, net of directly aftributable transaction costs. The Group's
financial liabilities include loans and borrowings, financing received from Parent
Corporation, due to related parties, trade payables and accruals and other liabilities.

Subsequent measurement

The measurement of financial liabilities depends on their ctassification, as described
below:

Financial liabilities at fair value through profit or loss

Fipancial liabilities at fair value through profit or loss include firancial liabilities
held for trading and financial liabilities designated upon initial recognition as al
fair value through profit or loss.
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Financial lLiabilities are classified as held for trading if they are incurred for the
pugrpose of repurchasing in the near term, This category alse includes derivative
financial instruments entered into by the Group that are not designated as hedging
mstruments in hedge relationships as defined by IFRS 9. Separated embedded
derivatives are also classified as held for trading unless they are designated as
effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the consolidated
staternent of profit or loss.

Financial liabilities desipnated upon initial recognition at fair value through profit or
loss are designated at the initial date of recognition, and only if the criteria in IFRS
9 are satisfied. The Group has not designated any financial liability as at fair value
through profil or loss.

Derecognition

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

Offsetting

Financial assets and financial liabilitics arc only offset and the net amount reported
in the consolidated statement of financial position when there is a legally enforceable
right to set off the recogrised amounts and the Group intends io either setlle on a nel
basis, or to realise the asset and settle the liability simultaneocusly.

f) Investments in equity accounted investees

The Group’s interests in equity-accounted investees comprise inleresls in associates and
joint ventures,

An associate is an entity over which the Group has significant influence. Significant
influence is the power to participate in the financial and operating policy decisions of the
mvestee, but is not control or joint control over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control
of the arrangement have rights to the net assets of the joint venture. Joint control is the
contractually agrced sharing of control of an arrangement, which exists only when
decisions about the relevant activities require unanimons consent of the parties sharing
control.

The considerations made in determining significunt influence or joint ¢ontrol are similar
to those necessary o determine controt over subsidiaries.

Interests in associates and the joint venture are accounted for using the equity method.
They are recognised initially at cost, which includes (ransaciion costs. The carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net
assets of the associate or joint venture since the acquisition date. Goodwill r¢lating to the
associate or joint venture is included in the carrying amount of the investment and is
neither amortised nor individually icsted for impairment.
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The profit or loss reflects the share of the results of operations of the associate or joint
venture. Where there has been a change recognised in other comprehensive income of the
assaciate or joint venture, the Group recognises its share of any changes and discloses this,
when applicable, in other comprehensive income. In addition, when there has been a
change recognised directly in the equity of the associate or joint venture, the Group
recognises its share of any changcs, when applicable, in the consolidated statement of

changes in equity.

Afier application of the equity method, the Group delermines whether it is necessary {0
recognise an impairment loss on its investment in its associate or joint venture. At each
reporting date, the Group determines whether there is objective evidence that the
investment in the associate or joint venture is impaired, If there is such evidence, the
Group calculates the amount of impairment as the difference between the recoverable
amount of the associate or joint venture and its carrying vaiue, and then recognises the
loss in the consolidated statement of profit or loss and other comprehensive income.

An impairraent loss in respect of investment in equity-accounted investees are measured
by comparing the recoverable amount of the investments with its carrying amount in
accordance with impairment of non-financial assets (Note 3(j)).

Unrealised gains arising from transactions with the equity accounted investees are
climinatcd against the investment to the extent of the Group’s interest in the associate and
joint venture. Unrealised losses are eliminated in the same way as unrealised gains, but
only to the cxtent that there is no evidence of impairment.

Distributions received from the associate and joint venture reduce the carrying amount of
the investment.

Upon loss of significant influence over the associate or joint control over the joint
venture, the Group measures and recognises any retained investment at its fair value.
Any difference between the carrying amount of the assaciate or joint venture upon loss
of significant influence or joint control and the fair value of the retained investment and
proceeds from disposal is recognised in the consolidated profit or loss and other
comprehensive income.

Some of the equity accounted investees has year-end different from the Group’s
consolidated financial stalements. Accordingly, the adjustments are made for any
significant transactions or events happening in the months between the year end of the
equity accounted invesiees and 31 March.

2 Interests in joint operations

A joint operation is a contractua) arrangement whereby two or more parties that have
joint conirol of the arrangement have rights 1o the assets and obligations for the
liabilities, relating to the arrangement,

Interests in joint operations are accounted for using ihe proportionale consolidation
method, The Group combines its share of each of the assets, liabilities, income and
expenses of the joint operations with the similar 1tems, line by line, m its consolidated
financial statements. The financial statements of the joint operations are prepared at
31 December and 28 February and accordingly, adjustments are made for the effect of
any significant events or transactions occurring in the months between the year end of
the joint operations and 31 March.

Where practicable, adjustments are made to the joint operations’ audited financial
statements to bring them in line with the Group’s accounting policies.
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An impairment loss in respect of investment in equity-accounted investees are measured
by comparing the recoverable amount of the investments with its carrying amount in
accordance with impaiment of non-financial assets (Note 3(j)).

The joint operations are proportionately consolidated from the date of acquisition of joiat
control until the date on which the Group ceases to have joint control over the joint
operations. All intra-group transactions and balances are eliminated fo the extent of the
Group’s share in the joint operations.

h} Inventories
i} Crude oil and petroleum products

Crude oil inventory is valued at the lower of weiphted average cost and net
realisable value at the year end. The cost of crude oil to the Corporation is
determined by the Government of Kuwait in accordance with the Decree issued on
17 Janvary 1981. The formuta for establishing the cost of crude oil has been revised
in accordance with a resolution by the Supreme Council for Petroleumn effective 1
July 1997.

Liquefied petroicum gas and finished products are valued at the lower of cost and
net realisable value. Cost is determined using the weighted average method on an
individual product basis. Costs are those expenses incwrred in bringing cach
produet to its present location and condition. This includes cost of crude oil and
natural gas supplicd plus an allocation of processing costs and overhcads to each
product based on their relative market values.

Net realisable valuc is based on estimated selling price less any further costs
expected to be incurred on completion and disposal. Quantities loaned to, less
borrowed from, exchange partners arc included within inventory unless they are
settled in cash on a regular basis in which case they are included within other
receivables and prepayments or other payablcs or accruals as appropriate.

i)  Other

Spare parts, materials and supplies mainly used in opcrations are valued at lower
of cost and net realisable value. Cost is determined using the weighted aversge cost
method. Provision is made for slow moving items where necessary and 1s
recognised in the consolidated statement of profit or toss and other comprehensive
income.

i) Deferred expenses

The deferred expenses mainly represent catalysts used in the refining process which are
amortised on a straight line basis over their estimaied useful lives less impatrment losses.
Deferred expenses are recognised to the extent that the expenses incurred represent the
future economic benefits to low (o the Group.

Y] Impairment of non-financial assets

An asset is impaired if its carrying amount exceeds its estimated recoverable amount.
The recoverable amount of an asset is the greater of its value in use and its fair value less
costs to sell. [n assessing value in use, the estimated future cash flows are discounted to
their present value using a discount rate that reflects current market assessments of the
time value of money and the risks specilic to the asset. An assessment is made at each
reporting date to determine whether there is objective evidence thal an assef may be
impaired. If such evidence exists, an impairment loss is recognised in the consolidated
statement of profit or loss and other comprehensive income.
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For the purpose of impairment testing, assets are grouped together into the smallest group
of assets that generates cash inflows from continuing use that are largely independent of
cash inflows of other assets or groups of assets i.e. CGU. The goodwill acquired in a
business combigation, for the purpose of impairment testing, is aliocated to CGUs that
are expected to benefit from the synergies of the combination.

An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that
the asset’s carrying amount docs not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been
recognisced.

K} Benk borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of
direct issue costs. Finance charges, including premiums payable on setticmcnt or
redemption and direct issue costs, are accounted for on an accruals basis in the
consolidated statement of profit or loss and other comprehensive income using the
effective interest rate method and are added to the carrying amount of the instrument to
the extent that they are not settied in the pericd in which they arise.

) Borrowing costs

Borrowing costs directly altributable to the acquisition, construction or production of an
asset that necessarily takes a substantial period of time to pet ready for its intended use or
sale (a qualilying asset) are capitalised as part of the cost of the respective assets.
Borrowing costs consist of interest and other costs that an cntity incurs in connection with
the borrowing of funds. Where funds are borrowed specifically to finance a project, the
amount capitalised represents the actual borrowing costs incurred. Where surplus funds
are available for a short term out of money borrowed specifically to finance a project, the
income generated from the temporary mvestment of amounts is also capitalized and
deducted {rom the lotal capitalised borrowing cost. Where the funds used to finance a
project form part of general borrowings, the amount capitalised is calculated vsing a
weighted average of rates applicable to relevant general borrowings of the Group during
the period.

m)  Foreign currency transactions

Transactions in foreign currencies are indtially recorded at the functional currency rate
ruling at the date of the transaction. Monetary assets and labilities denominated in
foreign currencies are retransiated at the functional currency rate of exchange ruling at
the reporting date, All differences are taken to the consolidated statements of profit or
loss and other comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreigm currency
are translated using the ¢xchange rates as at the dates of the inilial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined.

The Group’s invesiments in foreign subsidiaries, associates and joint ventures are
translated into Kuwaiti Dinars at the year end rates of exchange and the results of the
subsidiaries, associated companies and joint ventures are translated into Kowaiti Dinars
at the average rates of exchange for the year. Foreign currency differences on the
translation of foreipn cperations arc recognised in other comprehensive income. When
a foreign operation is disposed of, the relevant amount in the translation reserve is
transferred to profit or loss as part of the profit or loss on disposal.
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n) Fair values of financial instruments

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

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

The principal or the most advantageous market must be accessible to the Group. The fair
value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in
their economic best intercst.

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

Tor investments and derivatives traded in organised financial markets, fair value is
determined by reference to quoted market bid prices at the closc of business on the
reporting date. The fair valuc of fund investments or similar investment vehicles is based
on the [ast reported net asset values from the fund managers.

For investments where there is no quoted market price, a reasonable estimate of the fair
value is determined by using valuation techniques such as recent arm’s length
transactions, reference to the current fair value of another instrument that is substantially
the same, an earpings multiple, or is based on the expected cash flows of the investment
discounted at current ratcs applicable for items with similar termas and risk
characteristics. Fair value estimates take into account liguidity constraints and
assessment for any impairment.

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

o) Taxes on income

Income tax expensc represents the sum of tax currently payable and deferred tax relating
to individual subsidiaries and their local tax jurisdictions. The tax currently payable is
based on taxable profit for the year, calculated using tax rates that have been enacted or
substantively enacted by the reporting date. Deferred income taxes reflect the net tax
effects of temporary differences between the carrying amounts of assets and liabitities
for financial reporting purposes and the amounts used for income tax purposes. Deferred
tax assets and liabilitics are measured using the tax rates expected to be applied to taxable
income in the years in which those temporary differences are expected to be recovered
or settled. Deferred tax assets are recognised for the carry forward of unused tax losses
and unused tax credits to the extent that it is probable that futurc taxable profit will be
available against which the unused tax losses and unuscd tax credits can be utilised.

Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries and associates and interests in joint venture, cxcept where
the Group is able to control the reversal of the temporary differences and it is probable
that the temporary differences will not reverse in the foreseeable future.
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P) Derivatives

Derivative contracts arc used in the management of interest rate risk, foreign exchange
risk, commeodity price risk, and foreign currency cash balances. Derivatives that are not
closcly rclated to the host contract in terms of economic characteristics and risks of
which the host contract is not a financial asset, are separated from their host contract and
recognised al {air value with the associated gains and losses recognised in income.

Derivatives embedded witkin contracts that are not already required to be recognised at
fair value, and that are not closely related to the host contract in terins of economic
characteristics and risks, are separated from their host contract and recognised at fair
value; associated gains and Josses are recognised in income.

1n accordance with I[FRS 9, all derivatives are measured at fair value. The fair value of
a derivative is the amount for which an asset could be exchanged, or a liability settleg,
between knowledgeable, willing partics in an arm's length transaction. Derivatives with
positive market values (unrealised gains) are included in other receivables and
prepayments and derivatives with negative market values (unrealised losses) are
included in tradc and other payables in the consolidated statement of financial position.
The resultant gains and losses from derivatives are included in the consolidated income
statement.

The Group also enters into sales and purchase contracts as part of its operations, Wherc
these contracts qualify as a derivative or include an embedded derivative as defined by
IFRS 9, they are stated at fair value. Fair value is assessed by applying prevailing market
prices directly to the contract or embedded derivative, where possible, or by identifying
separate financial instruments which have the same terms and are readily traded in the
relevant markets,

qQ) Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or
constructive obligation that can be estimated reliably, and it is probabie that an outflow
of economic benefits will be required to settle the obligation. Provisions are measured at
the best estimate of the amount 1o be settled.

r) Offsetting

Financial assets and financial liabilities are only offset and the net amount reported in
the consolidated staterent of financial position when there is a legally enforceable right
1o set off the recognised amounts and the Group intends to either settle on a net basis, or
to realise the asset and settle the liability simultaneously.

5) Revemie recognition
Sale of goods

Reverue from coniracts with customers is recognised upon satisfaction of the
performance obligations for the transfer of the promised goods and services. The revenue
amount that are recogmised reflect the consideration to which the Group expects to be
entitled in cxchange for those goods and services. Revenue from the sale of finished
products is recognised when a customer obtains costrol of those products, which
normally 1s when titic passes at point of delivery, based on the contractual terms of the
agreements.
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For export sales, a portion of products are sold on cost and freight basis, where the Group
is required to provide shipping and handling services afier the date at which the products
have transferred to the customer. The Group determines that shipping and handling
activities is a separately identifiable and distinct performance obligation from the sale of
products. The Group allocates a portion of the fotal transaction price o delivery services
based on a best estimate of a similar stand-alone service. Revenues on these services are
recognized over the time,

Certain products in certain markets may be sold with variable pricing arrangements. Such
arrangements determine that a preliminary price is charged to the customer at the time of
transfer of the control of products, while the price of products can only be determined by
reference to a time period ending after that time. In such cases, and irrespective of the
formuia used for determining preliminary and final prices, revenue is recorded at the time
of transfer of control of products at an amount representing the expected final amount of
consideration that the Group receives, Where the Group records receivable for the
preliminary price, subsequent changes in the estimated final price will not be recorded
as revenue until such point in time at which the final price is determined.

The Group also pays demurrages for delays caused by incomplete shipments at the
customer port. The Group considered demurrages as price adjustments. Under IFRS 15,
the Group considered this as variable consideration while determining the transaction
price for salc of products.

The Group opcrates customer loyaity programmes under which part of the consideration
received from the sales transactions is allocated to award credits granted, on the basis of
their fair vaiue, and recorded in the consolidated statement of financial position item
“other liabilities”; such liability is relcased to the income statement {as a revenue) in the
year when award credits are redeemed by customer or rights are cancelled.

Local marketing and distribution network operation

Cost of operating filling stations, gas plant operations and distribution retwork is
reimbursed by the Minisiry of Qil and is recognized over the pericd of time.

Other Services

The Group also provides ancillary services such as car washing, defueling and other
maintenance services for which is recognised over a period of time as the related services
are performed.

Take or pay and under/over lifts

Revenue from the production of oil, in which the Group has an interest with other
producers, is recognised based on the Group's working interest/ entitlement and the terms
of the relevant production sharing contracts. Where forward sale and purchase contracts
for o1l or natural gas have been determined to be for trading purposes, the associated sales
and purchases are reported net.

The following critetia are also applicable fo other specific revenue transactions as “Other
revenue”.
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For the under/over lifts transactions, the Group follows a commonty used method in the oil
and gas industry namely “Adjusting revenue approach™ under the “Entitlement method”.
Under adjustment revenue approach, the excess of product sold during the period over the
pasticipant’s ownership share of production from the property is recogniscd by the over
lifting party as a liability at the reporting date spot price or prevailing contract price and
corresponding effect is disclosed as “‘Other revenue”. Conversely, the underlift party would
recognise an underlift asset (receivable) at the reporting date spot price or prevailing
contract price and report corresponding effect as “Other revenue”.

Under these contracts, the Grovp makes a long-term supply commitment in return for a
commitment from the buyer to pay for minimum quantities, whether or not the customer
takes delivery. These commitments contain protective {force majeure) and adjustment
provisions, Tf a buyer has a right to get a “make up” delivery at a later date, revenue
recognition is deferred and only recognised when the product is delivered, or the make-up
product can no longer be taken. If no such option exists within the contractual terms,
revenuc is recognised when the take or pay penaity is triggered.

Pipeline tariff

Revenue from pipeline teriff is recognised at the time when hydrocarbons are transported
throngh the pipcline.

Time charier of vessels

Time charter-out revenues and time charter-in costs are recognized in accordance with
charter party agrecments on a pro-rata basis over the term of the related contracts.
Disputed hire revenues and related recoverable claims are recognized as revenue when
the final outcome is detenmined.

Vovage charter

Revenuc from voyage charter is recognized on the percentage of completion method.
The percentage of revenne to be recognized is determined by reference 1c the costs
mcurred to date as a proportion of the estimated total cost of the voyage.

Interest income

Interest income is accrued on a fime proportion basis with reference to ihe principal
outstanding and at the effective interest rale applicable, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset
to that asset's net carrying amount.

Dividend income is recognised when the Group’s right to reecive payment is established.
t} Leases

The Group assesses at contract inception whether a contract is, or contains, a lcase, That
is, if the contract conveys the right to control the usc of an identified asset for a period
of time in exchange for consideration.

Group as a lessee

The Group applics a single recognition and measurement approach for all leases, except
for short-term lcascs amd leases of low-value asscts. The Group recognises lease
liabilities to make lease payments and right-of-use assets representing the right fo use the
underlying assets.
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1. Right-of-use assets

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

The right-of-use assets are also subject to impairment. Refer to the accounting policies
of impairment of non-financial assets (Note 3(j)).

ii. Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities
measured al the present value of lease payments fo be made over the lease term. The
lease payments include fixed paymenis (including in-substance fixed payments) less
any leasc incentives receivable, variable lease payments that depend on an index or a
rate, and amounts expected to be paid under residual valuc guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain to be
exercised by the Group and payments of penalties [or terminating the lease, if the
lease term retlects the Group exercising the option to terminate. Variable lease
payments that do not depend on an index or a rate are recognised as expenses (uniess
they are incurred 1o produce inventories) in the period in which the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental
borrowing rate at the jease commencement date because the interest ratc implicit in
the lease is not readily determinable. After the commencement date, the amount of
lease liabilities is increased to reflect the accretion of interest and reduced for the lease
payments made, In addition, the carrying amount of lease liabilities is remeasured if
there is a medification, a change in the lease term, a change in the lease payments
{e.g., changcs to future payments resulting ffom a change in an index or rate used to
determine such lease payments} or a change in the assessment of an option to purchase
the underlying asset.

iii. Short-term leases and leases of low-value assets

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

Leases in which the Group does not transfer substantially all the risks and rewards
incidental to ownership of an asset are classified as operating leases. Rental income
arising is accounted for on a straight-line basis over the lease terms and is included in
revenue in the statement of profit or loss due to its operating nature. Initial direct costs
incurred in negotiating and arranging an operating lease are added to the carrying amount
of the leased asset and recognised over the lease term on the same basis as rental income.
Contingent rents are recognized as revenue in the period in which they arc earned.

Provision for employees’ indemnity
Defined benefit und contribution scheme — Parent and local subsidiaries

Provision is made for employees’ indemnity in accordance with the Kuwaif Labour Law
based on employees’ salaries and accumulated periods of service or on the basis of
employment contracls, where such contracis provide extra benefits. The provision, which
is unfunded, is determined as the amount payable t¢ employees as a result of involuntary
termination of employment at the reporting date.

Pensions and other social benefits for Kuwaiti employees are covered by The Public
Institution for Social Security Scheme, to which employees and employers contribuie
monthly on a fixed-percentage-of-salaries basis. The Group’s share of contributions to this
scheme, which is a defined contribution scheme, is charged to the consolidated statements
profit or loss and other comprehensive income in the year to which they relate. The
difference between Oil Sector Law and Labor Law is also accrued for Kuwaiti employecs.

Defined benefit scheme — Foreign subsidiaries

The Group’s subsidiarics in thc UK, Sweden, Belgium, Gernmany and Haly (see
“Termination allowances” below) provide defined pension schemes for their employees.
The funds are valued every period by professionally qualified independent actuaries. The
obligations and costs of pension benefits are determined using the projected Unit Credit
Method. When the caleulation results in a potential asset for the Group, the recognised
asset is limited to the present value of economic benefits available in the form of any future
refunds from the plan or reductions in future contributions fo the plan. To calculate (he
present value of economic benefits, consideration is given to any applicable minimum
funding requirements.

Remeasurements of the net defined benefit liability, which comprise actuarial gains and
losses, the return on plan assels {excluding interest) and the effect of the asset ceiling {if
any, excluding interest), are recognised immediately in other comprehensive income, The
Group determines the net interest expense {income) on the net defined benefit liability
{asset} for the period by applying the discount rate used to measure the defined benefit
obligation at the beginning of the annuai period to the then-net defined benefit liability
(asset}, taking into account any changes in the net defined benefit Liability (asset) during
the period as a result of contributions and benefit payments. Nel interest expense and other
expenses related to defined benefit plans are recognised in the consolidated statements
profit or loss and other comprehensive income,

When the benefits of a plan are changed or when a plaa is curtailed, the resulting change
in benefit that relates to past service or the gain or loss on curtailment is recognised
immediately in the consolidated statement of profit or loss and other comprehensive
income, The Group recognises gains and losses on the setilement of a defined benefit plan
when the settlement occurs.
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Defined contribution schemes

In addition to the defined schemes deseribed above, the Grouwp’s affiliates in the UK,
Belgium and Netherlaads sponsor defined eontribution plans for employees based on local
practices and reguiations. The Group’s contributions relating to defined contribution
schemes are charged to the consolidated statemenis of profit or loss and other
comprehcnsive income in the year to which they relate.

Termination allowances

Employees in the Group’s Italian operations are entitled to retirement benefits in the
form of termination allowances. These allowances are payable to employees upon
retirement or leaving employment according to the amounts provided during the service
life of each employee. The allowances may be drawn by employees, in part, during their
employment for certain specific purposes. The Group accouats for these arrangements
using deflined benefit principles,

Emissions rights

The Group’s subsidiary is a party to the EU Emissions Allowance Ttading Scheme under
which EU member statcs arc required to set an emission cap for certain installations. The
Group records a hability, at fair value, for any deficits arising under this scheme but does
not record an asset for any surpluses arising. Profits from the sale of emissions’ surpluses
are shown within other income.

Assets held for sale

Assets classified as held for sale are separately presented in the consolidated statement of
financial position and reported al the lower of the carrying amount or fair value less costs
to seli, and are no longer depreciated. The assets and liabilities classified as held for sale
are presented in current assets and liabilities of the consclidated statement of financial
posttion.

New standards and interpretations not yet adopted

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

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

In 2020, the IASB issued amendments to paragraphs 69 to 76 of 1AS 1 to specify the
requircments for classifying liabilities as current or non-current. The amendments
clarify:

¢ What is meant by a right to defer settlement

¢ That a right to defer must exist at the end of the reporting period

e That classification is vnaffected by the likelthood that an entity will exercise its
deferral right.

* That only if an embedded derivative in a convertible liability is ilself an equity
instrument would the termas of a liability not impact its classification,

The amendments are effective for apnual reporting periods beginning on or after 1
January 2023 and must be appiied retrospectively. The Group is currently assessing the
impact the amendments will bave on current practice and whether existing loan
agreements may require renegotiation.

103




Annual Report 2020-2021

104

Kuwait Petrolenm Corporation and Subsidiaries

State of Kuwait
Notes fo the consolidated financial statements Rty gnl  ggial A
Jor the year ended 31 March 2021 Kuwalt Patroteum Corparation

Property, Planf and Equipment: Proceeds before Intended Use — Amendments to JIAS 16

In May 2020, the JIASB issued Property, Plant and Equipment — Proceeds before
Intended Use, which prohibits entities deducting from the cost of an item of property,
plant and equipment, any proceeds from sclling items produced whilc bringing that asset
to the location and condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognises the proceeds from selling such
items, and the costs of producing those items, in profit or oss.

The amendment is effective for annuval reporting periods beginning on or after 1 January
2022 and must b applicd retrospectively to items of property, plant and cquipment made
available for use on or after the beginning of the earliest period presented when the entity
[irst applies the amendment. The amendments are not expected to have a material impact
on the Group.

Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

In May 2020, the LASB issued amendments to IAS 37 to specify which costs an entity
needs to include when assessing whether a contract is onerous or loss-making. The
amendments apply a “directly related cost approach”. The costs that relate direcily o a
contract to provide goods or services include both incremental costs and an allocation of
costs directly related to contract activities. General and administrative costs do not relate
directly to a contract and are excluded unless they are explicitly chargeable to the
counterparty under the contract. The amendments are effective for annual reporting
periods beginning on or after 1 January 2022, The Group will apply these amendments
to contracts for which it has not yet fulfilled all its obligations at the beginning of the
annual reporting period in which it first applics the amendments.

4. Significant acconnting judgement and estimates
Critical judgements in applying the Group’s accounting policies

In the process of applying the Group’s accounting policies, marapement has made the
following judgements, which have the most significant effect on the amounts recagnised in the
consolidated financial statcments:

Recognition of provisions

The Group is subject to a aumber of matters which could lead to an outflow of economic
benefits. In making an assessment as to whether such matters require either provision or
disclosure, management is required to consider, amongst other factors, whether a constructive
obligation exists at the reporting date and whether the resulting risk of an outflow of economic
benefits is probable (requiring 2 provision), less than probable but more than remote (requiring
disclosure} or remote (requiring neither provision nor discourse}. In the current year, the most
significant jedgements made by management relating to the above are:

. The extent to which the Group has constructive obligations in relation to the clean up of
environmental exposures in a number of different affiliates;

. The extent to which the Group has constructive obligations at the reporting date in
relation to various restructuring programs; and

. The extent to which it is probable that the Group will have to make payments in respect
of a number of tax, legal and regulatory disputes.

Further details of amounts for which either provisiaon or disclosure was deemed to be required
are given i Notes 22 and 35 respectively.
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Joint arrangements

Judgement is required to determine when the Group has joint control over an arrangement,
which requires an assessment of the relevant activities and when the decisions in relation to
those activities require unanimous consenl. The Group has determined thai the relevant
activities for its joint arrangements are those relating to the operating and capital decisions of
the arrangement, including the approval of the annual capital and operating expenditure work
program and budget for the joint arrangement, and the approval of choseo service providers for
any major capital expenditure as required by the joint operating agreements applicable to the
entity’s joint arrangements.. The considerations made in determining joint control are similar
to those necessary to defermince control over subsidiarics.

Performance obligations

The judgments applied in determining what constitutes a performance oblipation will impact
when control is likely to pass and therefore when revenue is recognised i.e. over time or at a
point in time. The Group has determined that two performance obligation exists on its
international sales 1.¢. products and shipping and handling services. Revenue from saic of
products are recognised at a point in time and revenue from shipping and handling services is
recognised overtime.

Determining the lease teym of contracts with renewal and termination options — Group as lessee

The Group determines the lease term as the non-cancellable term of the lease, together with any
pericds covered by an option to extend the lease if it is reasonably certain to be exercised, or
any perieds covered by an option to terminate the lease, if it is reasonably certain not to be
exercised.

The Grouvp has several lease contracts that include extension and termination options. The
Group applics judgement in evalvating whether it is reasonably certain whether or aot to
exercise the option o renew or terminate the lease. That is, it considers all relevant factors that
create an economic incentive for it to exercise either the renewal or iemmination. After the
commencement date, the Group reassesses the lease term if there is a significant event or change
in circumstances that 1s within its control and affects its ability to exercise or not 1o exercise the
option to renew or to terminate.

Key sources of estimation uncertainty

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

Measurement of provisions

Having concluded that a provision is required for a potential exposure (see above), the amount
to be recognised shall be the best estimate of the expenditure required to seitle the present
obligation at the reporting date, taking into consideration any relevant risks and unceriainties
and the time value of money. This requires managcment to makg its best estimates of the likely
future outflows, the expected timing of such outflows and the discount rate io be applied to
such outflows, taking inte account the nsks specilic to the particular exposure. Further details
of the nature of provisions recorded by the Group are provided in Note 22. The majority of
these exposures are expected to be settled over a relatively limited number of years which limits
the uncertainty in respect of the time value of money.
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Reserve and resource estimates

Oil and gas production properties are depreciated on a units of production (“UCP") basis at a
rate calculated by reference to total 2P reserves determined using the latest estimates provided
by the Group’s technical stafi, which are based on estimates provided by the ficld operator.
C_onm_:zercial reserves are determined using estimates of oil in place, recovery factors and future
oil prices, the Jatter having an impact on the total amount of recoverable reserves and the
prpportion of the gross rescrves which are attributable to the host government under the terms
of the Production-Sharing Agreements. Future development costs are estimated using
assumptions as to the number of wells required to produce the commercial reserves, the cost of
such wells and associated production facilities, and other capital costs.

As the econo.mic assumptions used may change and as additional geological information is
produced duqng the operation of a field, estimatcs of recoverable rescrves may change. Such
changes may impact the Group’s reported financial position and results which include:

* The carrying value of exploration and evaluation assets, oil and gas properties, property,
;)Ither fixed assets and goodwill may be affected due to changes in estimated future cash

ows.

* Depreciation, depletion and amortisation charges in consolidatcd statement of income may
change _whcre such charges are determined using the units UOP method, or where the
useful life of the related asscts change.

* Provisions for decommissioning may change - wherc changes to the reserve estimates
affect expectations about when such activities will occur and the associatcd cost of these
activities,

s The recqgnitiog and carrying value of deferred income tax asscts may change due to
ghange.s in the judgments regarding the existence of such assets and in estimatcs of the
likely recovery of such assets.

Exploration and evaluation expenditures

The fzpp]ication of the Group’s accounting policy for exploration and evaluation expenditurc
requires judgement in determining whether it is likely that future economic benefits are likely
either from future exploitation or sale or whers activities have not reached a stage which permits
a rcasonable assessment of the existence of reserves. The determination of reserves and
resources is itself an estimation process that requires varying degrees of uncertainty depending
on sub-_classiﬁcation and these estimates directly impact the point of deferral of exploration anz
evaluation expenditure. The deferral policy requires management to make certain estimates and
assumpt ions as to future eveats and circumstances, in particular whether an economically viable
extraction operation can be established.

Any such es}imates and assumptions may change as new information becomes available. If,
after expenditurc is capitalised, information becomes available suggesting that the recovery of
the expenditure is unlikely, the relevant capitalised amouni is written off in consolidated
statement of income in the period when the new information becomes available.

Units of production depreciation of oil and gas properties

Oit and gas progerties are depreciated using the UOP method over 2P reserves. This results in
3 c_Ieprecuahon, depletion and amortisation charge proportional to the depletion of the
anticipated remaining production from the fieid.

Bach items’ life, which is assessed annually, has regard to both its physical life limitations and
to present assessments of economically recoverable reserves of the field at which the asset is
located. These calculations require the use of estimates and assumptions, including the amount
of recoverable reserves and estimates of future capital expenditure. The caiculation of the UOP
rate of depreciation could be impacted to the extent that actual production in the future is
different from current forecast production based on total 2P reserves, or future capital
expenditure estimates changes. Changes to reserves could arise due to changes in the factors or
assumptions used in estimating reserves, including;

+ The effect on proved reserves of differences between actual commodity prices and
commodity price assumplions, or

» Unforeseen operational issues.

s Changes are accounted for prospectively.

Impairment of oil and gas properties

The Group assesses each asset or CGU at every reporting period to determine whether any
indication of impairment exists. Where an indicator of impairment cxists, a formal estimate of
the recoverabie amount is made, which is considered to be the higher of the fair value less cosis
to sell and value in use. These assessments require the use of estimates and assumptions such
as long-term oil prices (considering current and historical prices, price trends and related
factors}, discount rates, operating costs, futurc capital requirements, decommissioning costs,
exploration potential, reserves estimates and operating performance (which inctudes production
and sales volumes). These estimatcs and assumptions arc subject to risk and unceriainty.
Thercfore, there is 2 possibility that changes in circumstances will impact these projections,
which may impact the recoverabic amount of asscts and/or CGUs.

Fair value for oil and gas assets 1s generally determined as the present value of estimated futvre
cash flows arising from the continued use of the assets, which inciudes estimates such as the
cost of future expansion plans and eventual disposal, using assumptions that an independent
market participani may take into account. Cash flows are discounted to their present value using
a discount rate that reflects current market assessments of the time value of money aad the risks
specific to the asset. Management has assessed its CGUs as being an individual field, which is
the lowest level for which cash inflows are largely independent of those of other assets. These
calculations require the use of estimates and the input factors most sensitive to change have
been disclosed in Note 5.

Impairment of non-current assets, excluding oil and gas properties

Determining whether goodwill, intangibie assets or proporty, plant and equipment, excluding
oil and pas properties, are impaired requires an estimation of the fair value less cost of disposal
or value in usc of the relevant cash-generating units. These calertations require the Group fo
estimate the future cash flows expected to arise from the CGU and a suitable discount rate in
order to calculate present value. These calculations require the use of estimates and the input
factors most sensitive to change have been disclosed in Note 5 and Note 6.

Impairment of investment in equity accounted investees

After application of equity accounted method, the Group determines whether it is necessary to
recognise any impairment loss on Group’s equity accounted investees at each reporiing date
based on the existence of any objective evidence that the investment i equity accounted
investees is impaired. I any impairment indicators are identificd, the Group calculates the
amount of impairment as the difference between the recoverable amount of the investment and
its carrying value and recognise the impairment loss in the consolidated statement of profit or
loss. These calculations require the use of estimates and the input factors most sensitive to
change have been disclosed ie Note 11.
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2 £3 2 aw oo - H e ik Jor the year ended 31 March 2021 Nuvrait Patrolaum Corporation
s g§x 29 g = & 8 g
F4 “v o = o0 ) 20 L. ) e L
i; <8 - B - ”ﬁ‘ The depreciation charged to profit or loss is reduced by KD 537 million (2020: KD 509 million)
: E being the amount charged to the Ministry of Oil in respect of the operations of local wholly
El .yss —¢ oov gale © & o owned subsidiaries engaged in exploration activities. Included in assets under construction are
§ $38% 2 2 B Tz = 5 g ® amounts of KD 5,410,959 thousand and KD 463,074 thousand {2020: KD 5,053,864 thousand
S SF3x » 2 e e & ¢ and KD 4,286,717 thousand) relating to the Group’s new refinery i.e. Al-Zour Refinery Project
1 “ g and Clean Fuels Project {“CFP") respectively. During the year, KNPC completed
S commissioning of varicus units of CFP. As a result, a substantial portion of accumulated CFP
g' e - ke ] - costs of KD 3,921 million were transferred from assets under construction to various classes of
S ggﬁg wo 0 ¢ 5@ S no8 g property, plant and equipment.
§ f2s83 =¥ 7 Zg | g g @
3 & %k‘ - - g “Land, buildings and roads™ and “Plant and machinery” includes certain building, plant and
g machinery constructed on land leased from the Government of Kuwait for a renewable period
e —r e e b w il o of twenty-five years maturing on 25 June 2023 and 2031. During the year, borrowing costs of
E §"§ s S8 8 2z 48 |2 2 = 2 KD 63 million (2020: KD 107 million) were capitalised in assets under construction, Land,
42 = 9 %7 dY¥ |& ™ buildings and roads includes land amounted to KD 69 million (2020: KD 66 million). Certain
©s = 9 “Property, plant and equipment™ are secared against borrowing facilities (Note 22).
R g Ly - Impairment of property, plant and equipment
o = oy ~ ’ [T =, - o
£5 § € REE % E &
33 s o > g § o ; E The COVID-19 pandemic has resnlted in a significant decrease in global demand for crude oil
- S AR and commodity prices. Accordingly, the Group’s subsidiaries performed asset impairment tests
on certain CGUs included within oil and gas properties and other property and equipment.
g E §°§ g 3" grag ~g° § g g g Ol and gas properties
= E. : Rl bt SO P @ B g
S5858 = - A e g = . _ . . . ,
5 ¥ o In assessing whether an impairment is required, the carrying value of the asset or CGU is
compared with its recoverable amount. The recoverable amwount is the higher of the
wes ev 'z mon T asset’s’'CGU’s fair value less costs to sell and value in use. Given the nature of the Group’s
§ ¥ = zx § E X9 & § = % activities, information on the fair value of an asset is usually difficult fo obtain unless negotiations
§ 32 2 = = ) E ) 2 § % with potential purchasers are in place. Consequently, the recoverable amount is determined using
- = |- S ] lue in use.
g o va
8
g - _ The calculation of value in use for the oil and gas properties exploration and production CGUs
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Qo g RS 2 g =g |d g o o based on detailed data for the fields and take into account development plans for the fields agreed
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w the period for which there is a liquid market {2-3 years), thereafter reverting to a long-term oil
ar . . « . . .
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s = < of oil prices in the longer term.
— -t
= S| & ZeEd 2w 'z’ $Eg= 2 a8 = . . _ .
.s 8 P g gg = =% 2 BRI= <ogl A The {uture cash flows are discounted to their present value using discount rates ranging from
T &5 % S58 8% gF Sg¥g Z E 6.33% to 14.53% (2020: 7.33% to 17.25%) depending on the specific risk characteristics of the
] = 2| g & « ~ N R respective CGU. Accordingly, the Group recorded a net impairment loss of KD 50,437 thousand
g § 3:: T (2020: impairment loss of XD 4,747 thousand) is recognised in the consolidated statement of
“ =5 2 o 5 - g = profit or loss,
B 23| £ N 5 z % - 243
& "':; e o Qs 8 = 8 g2 e 8 25
=5 23 2 Eied § ¢ [s3s.5 & 2
EE =0 ¥ <35% 2 £ Z2E22€¥8 § ©~§§
£ T8 ¢ ~Esx £ 8 EEWSTs S, BE¥s
= 8& & #82§yre ES,EB5E85 #5 SEgE8
55l £ BESEET nisgsiEs EE.2EET
EE i3 Eefasg fifpizie £EC5c 0%
e ZE v 220 ESOE0OFRECSECEZE AFE<52s

110 111




Annual Report 2020-2021

112

Kuwait Petroleum Corporation and Subsidiarics

State of Kuwait

Notes to the consolidated financial statements sl e tqfidl duiiige

Jor the year ended 31 March 2021 Xuwsir Petroleum Corporation
Vessels

The KOTC’s maragement conducted a review of its vessels to determine if there are any
indicators of impairment and determined that current and projected ievel of intemational fleet
rates may not allow KOTC to fully recover its investrneats in certain vessels during their useful
lives. The Group determined the fair value less cost to sell based on the information provided by
the independent brokers and categorised as level 2 inpuis. Value in use is determined by
discounting the future cash flows to be generated from the continued use if the vessels during
their remaining useful lives and residual value. The key assumptions used in the calcuiation of
value in use is discount rate 3.79% (2020: discount rate of 4.64%} and tenninal growth rate
ranging from 3% to 6% (2020: 3% to 6%). Accordingly, an impairment loss of KD 11,423
thousand {2020: impairment loss of XD 20,025 thousand) was recognised in the consolidated
statement of profit or loss.

Plant and machinery

KPC-Aruba has carried out an impairment analysis of its refinery business in Italy. This
assessment has resuited in an impairment loss of USS 105 million (2020: US$ Nil) as the
recoverable amount of the CGU is assessed o be lower than its carrying vahie. Valuc in usc cash
flows have been discounted by applying a discount rate of 10% (2020: Nil}. The future cash flows
are projected taking into account the forecasted margins/spreads derived from primary market
advisors’ forward projections, updated at the latest available date. EBITDA margins are
considered to increase at a Compound Annual Growth Rate {CAGR) of 12% from financial year
2022 to 2026 due to projected improvement in selling prices and change in optimal mass balance

over the forecast period.
6. Goodwiil

2021 2020
KD'000 KD’000
Balance at beginning of the year 116,726 113,860
Acquisitions 3,349 4,442
Impairment - (130)
Disposals {110} -
Foreign currency translation effects B 5,751 (1,446)
Balance at end of the year 125,716 116,726

The Group management assessed the goodwill for impairment annually or more frequently if
events or changes in circumstances indicate the recoverable amount of the group of CGUSs to
which the goodwill relates should be assessed. This requires an estimation of recoverable amount
of the CGU to which goodwill! is allocated. The recoverable amount is deicrmined based on the
higher of fair value less costs to sell and value in use. The calculations use pre-tax cash {low
projections based en five ycar plans approved by the subsidiary’s management. The cash flows
are discounted at a pre-tax discount rate ranges from 7% to 10% (2020: 7% to 10%) per annum.
The value in use of the cash-generating units to which goodwill has been allocated, as estimated
by the subsidiary’s management, indicates that there has been no impairment during the year
ended 31 March 2021.

Kawait Petroleum Corporation and Subsidiaries
State of Kuwait

Notes to the consolidated financial statements
for the year ended 31 March 2021

Kuwait Petroleum Corporation

g gmmal g e
Kuwnlt Pelrcleum Corporotion

7. Intangible assets

Movements in the net book value of intangible assets were as follows:

Balance at beginning of the year
Additions during the year

Transfer from assets under construction
Transfer to oil and gas properties (Note 5)
Amortisation

Write-off of unsuccessful exploration cost
Impairment loss

Foreign currency franslation effects
Balance at end of the year

2021 2020
KD'000 KD'000
574,902 576,729

25,473 54719

602 80

(8,496) (25,351)
(22,711) (21,321)
(20,851) {9,108)
{301) -
4821 (846)
553,439 574,902

The above primarily consists of licenses in respect of the Group’s retail retwork together with
capitalized software development costs and exploration and evaluation assets. At the repoiting
date, the carrying amount of intangible assets includes KD 358 million (2020: KD 369 million)

of exploration and evaluation assets.

The amortization charged to profit or loss is reduced by KID 12 millior (2020: KD 11 million)
being the amount charged to the Ministry of Oil in respect of the operations of local wholly

owned subsidiaries engaged in exploration activities.
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9. Other non-current assets 11,  Investment in equity accounted investees
2021 2020 2021 2020
KD’000 KD000 KD*000 KD000
Loans to joint ventures 104,692 136,989 Carrying values of eguity accounted investees
Deferred expenses 21,265 13,616 Significant equity accounted investees 471,967 713,015
Others 42,920 46,357 In-significant equity accounted investees 224 280 281,125
168,877 196,962 696,247 994,140

10.

In prior years, the Group advanced long term loans denominated in US$ to NSRP, which carries
one month USS Libor rate plus 6% {2020: 6%) per annum. At the reporting date, the outstanding
loan batance receivable from NSRP amounts to US$ 300 million (2020: USS 406 million) and is
fully repayable or 27 May 2029. Due o its nature, the Group considered the loan as part of the
investment in NSRP. During the year, the loan amount is reduced with the Group’s share in NSRP
losses of US$ 163 million {2020: US$ 38% million) (Note 11).

Furthermore, the Group alse advanced long term loans denominated in Swedish Krona to OK-
Q8, which carries 6 month Stibor rate pius 0.5% per annum till 31 December 2018 and thereafier,
3 months Stibor rate plus 1% till maturity. At the reporting date, the outstanding {oan balance
receivable from OK-Q8 amounts to US$ 34 million (2020: US$ 30 million) and is fully repayable
on 1 January 2024 respectively.

Deferred expenses represents catalysts used in the refining process which are amortised on a
straight line basis over their estimated useful lives.

Investments

Share of loss of equity accounted investees

Share of loss of significant equity accounted investees (180,509} {63,141)

Share of {loss) / profit of in-sigmificant equity accounted investees  (55,449) 15,682
(235,958) (47,459)

» PIC has a 50% interest in Canada Kuwait Petroleum Corporation (“CKPC” or “General
Partner”) and Canada Kuwait Petrolenm Limited (“CKPLP” or “Project Owner™}, together
referred to as cither “Partnership™ or “Joint Venture”, which were formed to execute an
integrated propane dehydrogenation (“PDH”} plant and polypropylene {PP) upgrading
facility (“the Project”) in Alberta, Canada. Investment in CKPC and CKPLP are owned via
KPIC and KPPIC, which are wholly owned subsidiaries of PIC.

In December 2020, the Management Committee of the General Partoer authorized
cancellation of insurance coverage and the credit facility that supported the financing of the
Project. A formal recommendation to indefinitely suspend development and construction
on the Project was also made at that time, and was later ratified in January 2021. The
decision to indefinitely suspend the project was the result of significant risks arising from
the ongoing COVID-19 pandemic, most notably with respect to project econormics. The

1{[)2*3;{1) KDZ’OZO tmpairment assessment was triggered by the indefinite suspension of the Project, which
000 resulted in a significant change in the intended use of the Project. The Partnership bas no
Financial assets at fair value through other comprehensive hisw_ry of camings and dmn@t on financial support from the Joint Venture Partners for
income P ’ continued aperations, Accm‘-dmgiy, ?KPLP estimated t_hat the recoverable amount of the
Nov-cisrent assels Project to be Nil and recognised full impairment loss on its assets under construction of KD
Eaui o 117 million, of which PIC share is 50%.
quily securities 1,486,190 1,073,246
Bonds 2,588,889 2,431,183 The Joint Venture has alsc commitment from the Partners to provide additional financial
4,075,079 3,504,429 support up to US$ 32 million, equivalent to KD 9.8 million, to maximise the preservation
Current assets of the Project value for future restart and to finalise and execute and approved indefinite
Bonds 332,661 1,401,228 suspension plan,

Financial asscts at fair value through profit or loss
Funds 255,590 201,392

Financial assets at fair value through other comprchensive income and financial assets at fair
yalue through profit or loss are denominated predominantly in US$ and Furos and represent
investments in high credit quality bonds and equities quoted on international stock markets.

In February 2020, CKPLP entered into a long-term loan agreement with a consortium of
banks. The long-term loan consisted of US$ 1.7 billion, equivalent to KI3 529 million,
amortizing term facility and US$ 150 million, equivalent to KD 47 million, revelving credit
facility and are equally guaranteed by the pariners of the joint venture on a completion of
comstruction basis. The final maturity date of the term facility and revolving credit facility
is 27 February 2027. In December 2020, the Partnership repaid US$ 26 million drawn under
the term facility. Pursuant to the decision to suspend the Project, a notification was provided
to the lenders to cancel the credit facilities, effective from 6 January 2021. The lenders aiso
restrict the cash in Canadian Dollars 5 million, equivalent to XD 1.5 million, as security
against the letter of credits issued previously under the credit tacility.
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Jfor the year ended 31 March 2021 Kuwait Petraleum Corporation 1g 4
oy i year et | =)
= 2
*  During the year, Dugm Refinery and Petrochemical Industries Company L.L.C. (“DRPIC”) ; 278 Le]des &3 :ﬁ 33| =
has carried out an impairment analysis of its project under consteuction due to outbreak of = £< 2 N R e e R LR g
the COVID-19 pandemic, commodities price volatiity and uncertainty which has resulted ig 3 o TTexla S
in an inpairment of US$ 1,205 million (2019; US$ Nit) on a 100% basis as the recoverable e =0 2
amount of the CGU is assessed to be lower than its camrying value. The Group® s share of 8
100% impairment loss recorded by DRPIC amounts to US$ 603 million, equivalent to KD g O 00 \C ¢h = —wealal &
185 million (2020: KD Nil). 82 S85Es8¢ SerIE §
&Q E8ZCNS SRS <
P . w 20 —— — Qo] —
e In 2019, the Group carried out the impairment assessment of its investment in NSRP and .. = = "] #
concluded that due to changes in the outlook especially related to forecasted refinery 3 =
margins, the investment in NSRP is impaired by USS$ 378 million, equivalent to KD 115 g v - e o e orw g
million. The impairment loss is included in the Group’s share of net income in NSRP, For o 2 SRSYRR g (B &
the calculation of vatue in use, a discount rate of 14% was applied. s g § gogred CEER S (e
= K R = - —— - :‘ 7
*  On 29 February 2620, PIC acquired 49% equity interest of SK PIC Giobal I.td (SKPIC) § E
valued at KD 141 miilion, equivalent to USS 465 million, the consideration was based on @ :‘
an enterprise value performed by an external expert and adjusted by net debt based on best E t23s s2yeq § 592 als %
estimate at the transaction date. During the ycar, the Group completed the purchase price = 5 % R ;-E" g“ g“ g ;* i i g“ pte ; Z.
aliocation (“PPA”) with the assistance of an external expert. The Group's share of the net b T °=‘°§ Y2 Tl5l =
assets fair value was KD 44 million and the remaining amount in excess of the fair value of 3 § ..’of E E
net assets was included in the carrying amount of investment. § o g é
2 8
» The Group’s share in the contingent liabilities and contractual commitments of equity ! -~ LD eh D D T oS —| o E
accounted investees was KD 1,018 million (2020: KD 818 million). Equate and TKOC are g $28 28¥I 2 A8 Z &S »
jointly and severally a guarantor for the credit facilities undertaken by Equate. During the = 238 ECRELD = § & = =
year, the Group received cash dividend of KD 162,956 thousand fram equity accounted & 22 = S
investees (2020: cash dividend of KD 44,751 thousand). g, 8
‘B o
¢ At the reporting date, (he fair value of certain listed cquity accounted investees amounted 3 ££8 SEZE8T sz ?; slg| &
to KD 23,307 thousand (2020: KD 20,199 thousand) and the valuation input categorized g =3 E g TEYe= o6 & e wifo| 8
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i‘g oa < =1 Jor the year ended 31 March 2021 Kuwait Putrsleum Corporation
=k .
-1 12, Inventories
U sar amazss sende o
ji 28 ZmECCST Atgdd KD’000 KD’000
Py -
: =§ e -
Refined petroleum products 566,884 368,556
U Crude oil 63,671 53,277
§2 238883  ER4g8Y Liquefied petroleum gas 49,422 13,294
£ NEGERAT P g ~ g Finished petrochemical products 164 508
5% e T IR Spare parts, materials and supplies 639,102 542,826
1,319,243 1,008,461
% § § 3 § z § § g g §§ § 13. Trade receivables
- =l B s Bl 4 wy o o8
3 g T2 g =% = % 95% (2020: 94%) of trade receivabies relates to the Corporation and one of its major subsidiary
- who deal mainly with statc owned and international oil companies. The subsidiary is operating
mainly in Europe and contributes approximately 13% (2020 12%;} of the consolidated tota) trade
T ARSI XY P ) receivables and their receivables relate to a large number of corporate customers in that region,
= 2 =8 =8 2837 4 2 A2 The Group’s 12 largest customers account for $7% of outstanding trade receivables at 31 March
AR SER¥ET 38 ZIZ 2021 (2020: 64%).
=5 &
3
g s E Trade receivablcs are predominantly denominated in US Dollars and Kuwaiti Dinars (KD).
“ e il Trade receivables inctude KD 167 million (2020; XD 350 million) receivable from Ministry of
228 288548 8% 22 Electricity and Waler.
25 gZzudce  Frigs
3 £ s =i 14.  Other receivables and prepayments
2021 2020
— > O — 3, tf
58z 2spgse  E3ids KD X000
==z SN ol e O X P ed| S
& g § TUERN & :.5.52 % Advances 10 contractors 229,781 644,206
Reccivable from exchange and concession partners 115,926 78,344
Marine sub-charter - 33,03%
— sxrowns " onola Prepaid expenses 37,940 25,715
L e 22d28%  2ERSA Refundable deposits 25,821 22,498
" "9 2g8ad =3Z38E Employee receivables 54,217 48,631
£ ; o of = Others 644,056 447,282
:;g - 1,107,741 1,299,715
= o
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Deferred tax assets and liabilities
Components of deferred tax assets/ (liabilities) are as follows:
a. Income taxes

2021 2020
KD’000 KD’000

Statement of profit or loss
Current year credit / (expense) 26,640 {23,992)
Dcferred tax credit / (expense) 29,18C (39,060)
55,820 (63,052)

Statement of financial position

Deferred tax assets 109,814 164,151
Deferred tax labilities (Note 22) (8,132) (93,034)
101,682 71,117

Income tax credit mainly resulted due to temporary tax legislative changes enacted in certain
geography. These tax legislative changes arc primarily related to accelerated tax
depreciations and accelerated uplift utilization in addition to the ability to claim a refund of
the current year tax losses.

b.  Taxes receivable/ {payable)

Taxes receivable 6,913 5,847
Taxgs payable (168,435) (117,511)
(161,522) {111,664)

Taxes receivable mainly comprise corporate income tax and refated refund claims filed by
one of the Group’s foreign subsidiaries. Taxes payable are predominantly on account of
VAT and similar tax liabilities payable by a foreign subsidiary.

Bank balances and cash

2021 2020

KD’000 KD’000

Cash and current accounts at banks 603,191 352,016
Short-term bank deposits maturing within three months 73,860 156,930
Cash and cash equivalcnts 671,051 508,946
Short-term bank deposits maturing after three months 37,379 172,943
714,430 681,889

Bank balances and cash include Pound Sterling 151 thousand, equivalent to KD 62 thousand
(2020: Pound Sterling 149 thousand, equivalent to KD 57 thousand) rccovered from former
cmployees against whom the Corporation has initiated legal proceedings for financial
irregularities (Notc 35).

The comresponding amount of KD 62 thousand (2020: KD 57 thousand) is reported under other
credit balances (Notes 23).

The interest rate on short-term deposits ranges from 0.16% to 3.05% (2020: interest rate ranges
from 1.7% to 2.7%) per annum.

Kuwait Petroleum Corporation
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Assets held for sale

Foliowing KNPC’s Board of Directors resolution dated 21 March 2017, KNPC shut down
Shuiaba Refinery (“SHU"} operations with effect from 31 March 2017. Consequently, KNPC
transferred certain assets to other refineries and decided to dispose off the remaining assets.
Subsequem 1o above, the management classified the {ransaction as asset held for sale in
accordance with /FRS 5 Non-current Assets Held for Sale and Discontinued Operafions and
presented separately in the consolidated statement of financial position. Furthermore, a
Disposal Committee was established and actively working on identification and negotialion
with the potential buyers of the SHU assets. The management determined that substantiat period
of time is required for dismantling and disposing these assets to the potential buyer, after
conclusion of the sales transaction.

Movement of assets and liabilities classified as held for sale are as follows:

2021 2020

KD’000 KD’000

Balance at beginning of the year 40,886 33,160
Reclassification from property, plant and equipment - 3,700
Reclassification (to) / from inventories (1,106) 4,026
39,780 40,886

Statutory reserve

In accordance with Article 12 of Law Decree No. 6 of 1980, the Corporation has resolved to
discontinuc the annual transfer to statutory reserve since the reserve would execed 50% of the
authorised and paid-up capital.

Capital reserve

The capital reserve mainly represents the difference between the Corporation’s cost of acquisition
of its original subsidiaries, which were transferred by the Government of the State of Kuwait, and
their net asset values at 31 December 1979. No transfer to capital reserve has been made for the
current year (2020: KD Nii).

Genersl reserve

In accordance with Article 12 of Law Decree No. 6 of 1980, 10% of the profit for the year
aitributable to equity holders of the Corperation is to be wransferred to the general reserve, the
percentage of which may be changed in accordance with @ resolution of the Supreme Council for
Petroleus {Note 25).

Reserve for replacement and renewal of property, plant and cquipment

Article [0 of Law Decree No. 6 of 1980 states that the Corporation may provide part from its
profits to meet the costs of replacement and renewal of the Corporation’s and its subsidiaries’
property, ptant and equipment, afler approval of the Supreme Council for Petroleum. The reserve
is based on the difference between depreciation, calculated on the historical cost of the property,
plant and equipment of the Corporation and ils Kuwaiti subsidiaries, and depreciation calculated
on the replacement cost of assets using their insured (generally replacement) values. The
management has proposed to transfer KD 21 million to the reserve as at 31 March 2021 (2020:
KD 27 million), which is subject to approval of the Supreme Council for Petroleum.
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22, Non-current liabilitics
2021 2020
KD’000 KD*000
Profit available for distribution (Note 25) 6,703,517 6,224,605
Employees’ terminal benefits (Note 22.1) 1,471,537 1,461,957
Pension fund Habilitics {Note 22.1) 54,611 33,753
Long-term loans {Note 22.2) 3,490,205 3,593,949
Deferred tax liabilities (Note 152} 8,132 93,034
Provisions (Note 22.3) 59,302 54,095
Lease liabilitics (Note 8) 880,347 812,934
Others (Note 22.4) 287225 270,191
12,954,876 12,544,518
22.1. Employees’ terminal benefits and Pension fund Habilities

222,
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The principal defined benefit fands schemes relating to KPC- Aruba, a wholly owned
subsidiary of the Corporation, operate in the United Kingdom, Germany, Belgivm and
Italy. Provisions for pension obligations are established for benefits payable in the form
of retirement, disability and surviving dependent pensions. The benefits offered vary
according to the legal, fiscal and economic conditions of each country. Benefits are
dependent on years of service and the respective employees’ compensation.

The latest actuarial valuations took place on 31 March 2021, and these showed that the
funds and schemes in the United Kingdom, Belgium, Germany and Italy had a net deficit.
The main assumptions uscd in the actuarial valuation were a rate of pension increase
ranging from 1.75% to 3% (2020: 1.75% to 2.3%} per annurn, an annval salary increasc
ranging [rom 0% to 4.6% (2020: 0% to 3.8%]) per annum, a discount rate ranges from
0.7% to 2.1% (2020: 1.4% to 2.3%) per annum and inflation rate assumed ranging from
2% to 3.1% {2020: 2% 10 2.3%) per annum.

The plan assets are invested in quoted eguity securities, quoted fixed income financial
instruments, quoted investment funds and other and cash.

Sensitivity analysis

A 0.25% increase/ decrease in the rate of pension increase, discount rate, annual salary
and inflation assumed at 31 March 2021 would not have any significant effect on the
pension fund liabilities as of that date.

Long-term loans

The long-term loans mainly represent borrowings by KARQ, KPC-Aruba, KUFPEC,
KNPC, KOTC, KIPIC and KPC.

KARC

On 17 May 2007, KARO’s subsidiary signed a US$ 1,400 million term debt facility
agrcoment with a consortium of banks which includes commercial facilities of US$
1,053 million and an Islamic loan facility of US$ 347 million. The term loan is
repayable over a period of 11 ycars in biannual instalments starting from 15 December
2010 and maturing on 15 June 2021. The coupon rafe on this facility is LIBOR + 0.4%
tilt the completion of the project, LIBOR + 0.45% till 7th anniversary of the project,
LIBOR +0.6% tili 10th anniversary of the project and LIBOR + 0.7% till the maturity
date. The effective interest rate on the outstanding loan was 2.82% (2019: 2.39%) per
annum. The facility contain certain financial covenants which are being met by KAROQ
Group. The facility is secured by a charge over the property, plant and equipment of
KARO (Note 5}. At the reporting date, the remaining loan amount payabic to banks has
been classified as current and included in “Other payables and accruals” in
“Borrowings™.

KPC-Aruba

In prior years, Knwait Peiroluem ltalia S.P.a, a subsidiary of KPC-Aruba, secured a
Joan facility of Euro 160 million. The loan facility bears interest rate ranging from
0.55% t0 0.97% and is payable monthly. This loan facility is expected to be fully repaid
in 2022-2023.

In prior year, Kuwait Petroleum Espana, a subsidiary of KPC-Aruba, secured a long-
term loan facility of Eure 43 million, The loan carries an interest rate at 6 monthly
EURIBOR plus 1.05% and is cxpected to be fully repaid in seven years. At the
reporling date, the subsidiary drew dawn Euro 41.6 million,

Further, Kuwait Petroleum Belgium, a subsidiary of KPC-Aruba, secured long-term
loan facility of Euro 75 million. The loan carries an interest rate 1.22% and repayment
will start after a grace period of 2 years in 2023 and expected to be fully repaid by
2027-2028. At the reporting date, the subsidiary drew dawn Eure 61.6 million.

In prior years, a long-term loan facility has been secured by Milazzo Refinery, a joint
operation. The Group’s share of the amount outstanding is USS 87 million (2020: US$
62 million). The loan carries an interest rate at 6 monthly EURTBOR plus 0.85% (2020:
interest rate at 6 monthly EURIBOR plus 0.85%) and is expected to be fully repaid in
2023-2024.

KUFPEC

As of 31 Deecmber 2020, KUFPEC had an unsecured loan facility with principal
amount of US$ 1,100 miilion, equivalent to KD 334 million. The average interest rate
during 2020 was 3.11% (2019: 3.11%) per annum. The loan facility is repayable in 7
half yearly instalments of USS 157 million, equivalent to KD 47.6 million, starting
from 2020 and will be fully repaid in year 2023.

KNPC

On 28 April 2016, KNPC entered into a long-term loan agreement (“Facility”) of KD
1.2 billion with a consortium of banks. The Facility consists of conventional and
Islamic financing and is repayable in semi-annual instalments of KD 80 million from
April 2019 till 28 April 2026. The Facility carrics an interest rate of 1% (2020: 1%) per
annum over and above the Central Bank of Kuwait discount rate and is unsecured, The
funds were specifically borrowed to finance the CFP. At the reporting date, KNPC fully
utitized Islamic facility of KD 490 million and conventional facility of KD 716 million.
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On 29 August and 31 August 2617, KNPC signed USD 6,245 million {equivalent to
KD 1,872 million) long term loan facilities agreement with export credit agencies (“the
ECAs Financing™). The ECAs Financing are repayable over a period of 8 to 10 years
in biannual instalments starting from 2018 and maturing between 2026 to 2028. Out of
the total committed ECAs Financing, USD 500 miilion (equivalent to KD 150 million)
carries fixed interest rate of 3.22% per annum and USD 5,745 million (equivalent to
KD 1,772 million) carries variable interest rate of 6 months LIBOR + margin that
ranges from 0.75% to 1.25% per annum. Interest is payable on a biannual basis, ECAs
Financing is guaranteed by KPC and were specifically borrowed to finance CFP.

ECAs Financing and long term loans carry covenants which are tested on annual basis.
These covenants includes leverage covenant, interest cover charge, tangible net worth.
At the reporting date, KNPC is in compliance with above said customary covenants.

Korc

On 15 March 2018, KOTC entered into a murabaha agreement (“Murabaha Financing™}
with three participating local banks to finance the construction of 8 new vessels
comprising of 3 gas tankers, 4 product tankers and 1 oil tanker. The total approved facility
1s KD 140 million comprising of Tranche A and Tranche B amounting to KD 28 million
and KD 112 million respectively. As per the agreement, Tranche A is given 6 months
and Tranche B is given 45 days to drawdown the approved facility amount starting from
15 March 2018 and 15 September 2019 respectively. Murabaha Financing carries a profit
rate of 2.20% (2020: 2.20%) per annum and is repayablc in equal semi-annual
instalments of KD 9,324 thousand starting from 135 March 2021 to 15 September 2027
wilh a final instalment amounting to KD 9,464 thousand payable on 15 March 2028.

KIPIC

On 11 June 2018, KIPIC entered into long term loan agrecment {“Long-term loans™)
of KD 390 million with a consortium of local banks. The Long-term loans consists of
both conventional and Islamic financing and principal is repayable in 2] semiannual
instalments of KD 18.571 million each from the date falling 36 months afier the
agreement signing date, and maturing is expected by 2031. The interest on these loans
is payable on biannual basis and carries variable interest rate of 0.750% per annum over
and above the Central Bank of Kuwait discount rate. At the reporting date, KIPIC fully
drew down the long-term loans.

Further, on 31 August 2018, KIPIC signed 2 USD 1.3 biliion long term loan agreement
with Export Credit Agencics (“the ECAs Financing™). As per terms of the ECA
Financing, the principal is repayable in 20 seri-annual instalments of USD 65 million
each starting either 6 months afler I August 2021 or 6 months after the commencement
of LNGI operations (date stated in the Provisional Acceptance Certificate (as defined
in the EPCC Contract)), whichever falls earlier, and maturing is expected by 2031. The
interest on this loan is payable on bianrual basis and carrics variable interest rate of 6
months LIBOR plus margin that ranges from 0.80% to 0.94% per anaum. At the
reporting date, KIPIC fully drew down the ECA Financing.

Export Credit Agencies loans, which is denominated in US Doliars and are puaranteed
by KPC, and fong-term loans, denominated in Kuwaiti Dinar, are specifically borrowed
only to finance Liquefied Natural Gas Import project.

Kuwait Petroleum Corporation
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KPC

On 16 September 2020, the Corporation entered into a long-term agreement for a
Kuwaiti Dinar term facility (“the Facility™) of KD 1 billion with a consortium of local
banks. The dual franche faciiity consists of a KD 600 million conventional facility and
a KD 400 miliion commodity Murabaha facility with a 15-year tenor and is unsecured.
The Facility is repayable over 24 semi-annuval instalments based on a pre-agreed
amortization structure commencing 42 months from the signing date of the Facility.
The Facility carries an interest rate comprised of a margin over and above the Central
Bank of Kuwait discount rate and is payable guarlerly.

Provisions

Provisions relate to one of the Corporation’s subsidiaries in Europe mainly represents
environmental provisions in connection with closure of a refinery and relocation of
certain of the subsidiary’s manapement together with restructuring of operations in
France, Belgium, [taly and Germany.

2021 2020

KD'000 KD000

Environmental {Note i} 57,893 53,186
Restructuring and others (Note ii & iit) 1,409 909
59,302 54,095

i. Environmental

The Group has accrued for costs associated with environmental clean-up, principally
rclating to Belgium and Italy. In Belgium, costs are expected to be incurred in the
next onc to three years and which has now started, progresses. Costs related to ciean
up of depot facilities at Naples have been adjusted for inflation and discounted at
10% {2020: 9.67%) as these are not expecled 10 be incurred until al least 2027,
Remediation costs to logistics facilities at Silone in Italy were to be incurred
foltowing the closure of the facility but the decision on closure has been deferred.
There is a related non-current govermnment receivable which relates to a fiscal
reimbursement in Ruly. In Belgium, costs are expecled to be incurred in the next one
to three years and have not been discounted ss the net effect of interest and inflation
is not considered to be material.

ii. Restructuring

The Group had accrued for costs associated with business restructuring of the
operations in Belgium as well as the relocation of certain Group management and
head office functions. These provisions have not been discounted as the net effect of
interest and inflation is not considered to be material.

iti. Other

Provisions have also been made in respect of various ¢laims incurred in the normal
course of business and principaily relate to tax, legal and regulatory disputes in a
number of different subsidiarics, all of which are being contested by the Group. All
claims are expecied to be settled within one to five years and may carry interest.
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22.4. Others

As at 31 March 2021, non<current liabilities include an amount of KD 269,341 thousand
{2019: KD 241,482 thousand) which represents provision for decommissioning costs
rclated 1o KUFPEC,

KUFPEC makes full provision for the future cost of decommissioning oi! producing
facilities and pipelines on a discounted basis or the installation of those facilities, The
decommissioning provision represents the present value of decommissioning costs
relating 10 oil and gas propertics, which are expected to be incurred when the producing
oil and gas properties are expected to cease operations. These provisions have been
estimated based on the KUPEC's internal estimates using operators estimates where
applicable. The discount rate used in the calculation of the provision ranges from 0.75%
10 4.5% (2019: discount rate ranges from 3.5% to 4.5%).

Other payables and accruals

2021 2020

KD’000 KD’000

Borrowings 1,733,767 1,416,160
Retention payabie 541,654 597,628
Payable to contractors 381,379 415,031
Liquidated damages 363,209 311,910
Accruals 219,540 246,282
Provision for annual leave and accrued compensation 218,455 186,678
Payable to exchange partners 22,832 44,685
Other credit balances 221,776 120,401

3,702,612 3,338,775

Borrowings represents short-term loans, including bank overdraft, and current portion of long
term loans (Note 22.2). Shori-term Joans are unsecured and bear interest at prevailing market
rates. On 7 February 2019, KPC-Aruba entered in a revolving credit facility with the National
Bank of Kuwait. This facility is maximum of US$ 500 million without repayment schedule. The
interest paid on the amount borrowed is Libor +1% and for the unused facility a commitment fec
of 0.35% is charged.

On 24 March 2021, KPC-Aruba entered in a revolving credit facility with Abli United Bank
K.8.CP. This facility is up 10 2 maximum of US$ 100 million without repayment schedule, The
interest pard on the amount borrowed is Libor +1.65%. At the reporting date, the KPC-Aruba
utilised USS 75 million.

On 1 October 2019, the Corporation entered into an agreement for a Kuwaiti Dinar revolving
credit facility of KD 350 million with a consortium of local banks. The dual tranche facility
consists of a conventional facility and a Murabaha facility with a S-vear tenor and is unsecured.
The facility carries an interest rate comprised of a margin over and above the Central Bank of
Kuwait discount rate payable quarterly. The proceeds of the facility will be used for general
corporate purposes. Al the reporting date, the Corporation fully utilised this facility.

Further, on 12 December 2019, the Corporation cntcred into an agreement for a US Dollar
revolviag credit facility of US$ 1 billion with a consortium of global banks. The facility is a
conventional, 5-year unsecured facility. The facility carrics an interest rate comprised of the
aggregate of the facility margin and 6 month LIBOR rate payable semi-annuvally. The proceeds
of the facility will be used for general corporate purposes. At the reporting date, the Corporation
fully utilised this facility.
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Other credit balances include funds recovered from former employees, against whom one of the
subsidiary companies has initiated legal proceedings for financial irregularitics, together with
accumulated interest (Notes 16 and 35).

Amounts due to Ministry of Qil

Amounts due to the Ministry of Oil represent net amounts payable for purchases of crude oil and
natural gas net of amounts receivable for certain services provided by the Corporation and its
subsidiaries on behalf of the Ministry of Cil.

These services primarily rclate to the exploration for and production of crude oil and natural gas
in the State of Kuwait and the local marketing (within the State of Kuwait) of refined products
and liquefied petroleum gas. The costs of the wholly owned subsidiaries, Kuwait Ol Company
K.8.C. and Kuwait Gulf Oil Compary X.8.C., are charged (o this account.

Profit available for distribution

In accordance with Article 12 of Law Decree No. 6 of 1980, the profit for the year, after transfer
to reserves, is payable to the Government of the State of Kuwait.

On 4 April 2021, KPC signed an agreement with the Ministry of Finance (“MoF"’) and Kuwait
Investment Authority (“KIA”) with respect fo payment of profit available for distribution relating
to years 2007-2008, 2008-2009, 2013-2014, 2016-2017, 2017-2018, 2018-2019 and 2019-2020.
The profit available for distribution of aforementioned years was KD 9,550,242 thousand, out of
which the Corporation transferred KD 1,800,000 thousand to MoF in the current and prior years.
According 1o the terms of the agreement, the Corporation will settic the outstanding amount of
profit available for distribution to KIA in 60 equal quarterly instalments of KD 137,543 thousand
each starting from 30 June 2021, and maturing by 31 March 2036. KPC detcrmined this
transaction as transaction with shareholder of the Corporation. Accordingly, KPC determined the
present value of profit available for distribution using incremental borrowing rate and recorded
the difference between the carrying value and the present value of KD 615,544 thousand in the
consolidated statement of changes in equity for the year ended 31 March 2021

On 30 July 2019, the National Assembly issued Law No. (121) approved dividend distribution of
for the year ended 31 March 2014 amounted to KD 1,339,366 thousand,

On 5 October 2020, the National Assembly issued Law No.51/2020 and Law No. 52/2020
approved dividend distribution of for the year ended 31 March 2019 and 31 March 2026 amounted
to KD 790,771 thousand and KD 355,960 thousand respectively.

Subsequent to zhove, the Council of Ministers approved the consolidated financial statements of
the Corporation for year ended 31 March 2021 and issued referral decree No. 156/2021 referral
of suggested law National Assembly of State of Kuwait. The referral decree No. 156/2021
superseded the Board of Directors proposal fo retain profit for the year cnded 31 March 2021 and
proposed the distribution of profit amounted to KD 85,013 thousand. Accordingly, the
Corporation adjusted its consolidated financiat statements for the year ended 31 March 2021 by
debiting and crediting general reserve and proposed dividend amounted to KD 85,013 thousand
for the year ended 31 March 2021. The proposed dividend is subject to approval by National
Assembly of State of Kuwait, The above did not have any impact on profit for the year or cash
flows.
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The current and non-current ¢lassification of profit available for distribution is as follows:

2021 2020

KD'000 KD*000

Current portion 410,950 1,839,999
Non-current portion (Note 22} 6,703,517 6,224,605

7,114,467 8,064,604

During the year ended 31 March 2021, the Corporation paid dividend of KID 400 million to the
Ministry of Finance (2020: KD 900 mitlion).

Revenues

The Gronp’s revenue is derived from contracts with costomers and is disaggregated by major
products and timing of revenue recognition was disclosed as follows:

2021 2020
KD'00¢ KD
Crude oil 9,087,675 14,100,386
Refined petroleurn products 5,353,574 8,788,806
LPG and lean gases 1,491,469 1,895,827
Petrochemical products 306,642 431,934
Revenue from marketing and distribution activitics 93,155 98,986
Marine 34,767 28,964
Cther revenue 49,37% 31,034
16,416,661 25,375,937
Point in time

Crude oil 5,008,146 14,039,608
Refined petrolenm products 5,325,014 8,755,986
LPG and lean gases 1,489,611 1,891,162
Petrochemical products 300,728 431,934
Other revenue 49,379 31,034
16,172,878 25,149,724

Over the time
Revenue from marketing aud distribution activities 93,155 98,986
Marine 34,767 28,964
Shipping and handling services 115,861 98,263
243,783 226,213
16,416,661 25,375,937

Remaining performance obligations represent the transaction price of {irm sales arrangements
for which volumes have not been delivered. At the reporting dale, remaining performance
obligations for revenue recognise over the time has not been disclosed because the original
duration of these services falls within one year.

Investment income

Investment income mainly represents interest income on bonds, released gain or loss on sale of
bonds, dividend income from equity securittes and realised / unreleased gain or loss from
investments classified as fair value through profit or loss.
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Other income (net}
2021 2020
KD’000 KD'000
Recovery of financial cost 381,586 478,332
Foreign currency exchange gain / (loss) 64,167 (23,922)
UN compensalion received 6,331 5,953
Miscellaneous income- net 37,530 45,616
490,114 505,679

Directors’ remuneration

The directors’ remuneration represents the remuneration relating to the Board of Directors of the
Corporation, which are subject to approval of the Supreme Council for Petroleumn.

Staff costs

Total staff costs for the year amounting to KD} 1,605,064 thousand (2020; KD 1,629,729
thousand) are included in cost of revenues and general and administrative expenses shown on the
consolidated staiement of profit or loss. Of the staff costs for the year, KD 1,163,454 thousand
(2020: KD 1,272,994 thousand) and KD 431,707 thousand (2020: KD 356,735 thousand) is
related to cost of revenues and general and administrative expenses respectively.

The staff costs charged to profit or loss is reduced by KD 835 million (2020: KD 855 million)
being the amount charged to the Ministry of Oil in respect of the operations of local wholly owned
subsidiaries engaged in exploration activities.

Staff costs, including the amount charged to the Ministry of Oil, consist of the following:

2021 2020

KID’000 KD’000
Salaries, wages and other benefits 1,579,293 1,607,256
Pension and other retirement benefit expenses:
- defincd contribution 9,211 8,578
- defined benefit 6,657 4,186
Compensation of key management personne! (Note 32):
- short-term benefits 6,994 6,315
- termination benefits 2,809 3,394

1,605,064 1,629,729

Fgir value information

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in orderly transactions between market participants at the measurement date. Fair values
are determined from quoted prices in aclive markets for identical financial assets or financial
liabilities where these are available. Where the market for a financial instrument is not active, fair
value is established using a valuation technique. These valuation techniques involve a degree of
eslimation, the extent of which depends on the instrument’s compicxity and the availability of
market-based data. Investment securities classified as FVOCI are stated at fair values except for
certain investments carried at cost, For other financial asset and liabilities carried at cost less
impairment or amortized cost, the carrying value is not significantly different from their fair
values as most of these assets and liabilities are of short lerm maturity or re-priced immediately
based on market movement in interest rates.
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exchange rates and interest rates. The Group does not use derivatives for speculative purposes. : E et 4 SXE LN OGS oD 3 Loy ) o
& % z E-'NQ gomad Hﬂa T
= e~ — <
All foreign currency derivative instruments are marked to market at the end of each month. At :é “3
year end the gross contract amounts of such contracts, none of which extended beyond 12 months, = e
were as follows: § §
= E 8 o ¥ 1 ’ o T~ @ = ¢ w0 ‘
2021 2020 2021 2020 £ 8 ££8 & €3 =
USD’000 USD*000 KD’000 KD*000 4 e ¢ Al 2 &g
- E ¥
_= 3 « <@
Foreign exchange contracts 938,772 493945 283,697 152,209 ,g § g g
8 g
The net fair value of these contracts was asset of KD 3,022 thousand (2020: KD 1,695 8 )
thousand), level 2 inputs. The above amount is included in foreign currency exchange gain in = g sEEe —ooo 2EgS —moo
the consolidated statement of profit or loss and other comprehensive income, _g . B =8 g S 883 §_ £ 5 E 8 %: SR
= i i [~ o b Siand Vi o N
. . L 2 £g§Q ®g=NW $2EQ 279
Deternination of fair value and fair value hierarchy: 13 % £ f2a” y 2>
S F 2
The Group uses the following hierarchy for determining and disclosing the fair values of financiai % g __% %
instruments: = E & “é
o B Yl
Level 1: quoted prices in active market for the same instrument. el E g
Level 2: quoted prices in active market for similar instruments or other valuation techniques for E g = g
which all significant inputs are based on observablc market data and 5 2 2 =
Level 3: valuation techniques for which any significant input is not based on observable market bty g &
data 5T 2 3
2 =
The following table shows an analysis of financial instruments recorded at fair value by ievel =g % § g
of the fair value hierarchy: g & 3 -
E w = S
Level 1 Level 2 Level 3 Total g g 2 g
KD’000 KD'000 KD’000 KI’000 %5 8 g
p g £ %
2021 go £ . 3
Financial assets at fair § £ B 2 B
value through other 53 3 e 3
comprehensive income 4,111,548 296,192 - 4,407,740 g % g é a
Financial assets at fair @ Ee 8 = %
value through profit or loss - 255,742 - 255,742 2 = 2 g g -g g
o 5 Q o
= [ 9 ) i g
2020 £ 2 22 % % 3 g
Financial assets at fair g £ g7 3 g 3 g 3
value through other o S g E = 8 g o g
comprehensive income 4,349,011 556,646 - 4,905,657 8 = 2 Lo g 9 2 g
Financial assets at fair 8 2 § 4 g g g § & 24 &
value through profit or loss . 201,392 - 201,392 = é N g BT B % - _-% £T 2
e = — % o & -
=3 - S a— = o « Z S . 'E
Therg have been no transfers between fair value levels during the year ended 31 March 2021, g’ ‘E § 2 E ; § '% E E £ g E % 8
) z ' 2L = =83 = 293 Fg
z =3 % fF E '9E S AR E
2 gy 2 a8 8 8 BEE g £ 3%
2% 83 B gy £ & SEE ¢ S22
£ 3 2 22 o S83EE 8 EYR 3
= ¥ §§ g g2 E £33=2S o ZREA
=3 =
£ 38
] © o
M A& o«
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33. Financial risk management

The Group has exposure to the following risks from its use of financial instruments:

s creditrisk
o liquidity risk
e«  market nisk,

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

The Board of Directors has overall responsibility for the establishment and oversight of the
Group’s risk management framework. The Chief Executive Officer has established the Risk
Management Conunittee, which is responsible for developing and monitoring the Group’s risk
management policies. The Risk Management Committee reports regularly to the Board of
Directors on its activities.

The Group’s risk management policies are established to identify and analyse the risks faced
by the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Group’s activities. The Group, through its training and management
standards and procedures, aims te develop a disciplined and constructive conirol environment
in which all employees understand their roles and obligations.

The Group’s Audit Committee oversees how management monitors compliance with the
Group’s risk management policies and procedures and reviews the adequacy of the risk
mapagement framework in relation fo the risks faced by the Group. The Group’s Audit
Commitiee is assisted in its oversight role by Internal Audit. Internal Audit undertakes both
regular and ad hoc reviews of risk management controls and procedures, the results of which
are reported to the Audit Committee.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s
receivables from customers and investment securities. The Group has cstimated and gathered
all factors relating to the exposure of credit risk.

Trade and other receivables

The Gronp’s exposure to credit risk is influenced mainly by the individual characteristics of
each customer. The demographics of the Group’s customer base, including the default risk of
the industry and couniry, in which customers operate, has less of an influence on credit risk.
Approximately 57% (2020: 64%) of the Group’s outstanding trade receivables is attributable
to 12 customers (Note 13). However, geographically there is no significant concentration of
credit risk,

Kuwait Petroleum Corporation
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The Pricing Committee has established a credit policy under which each new customer is
analysed individually for creditworthiness before the Group’s standard payment and delivery
terms and conditions are offered. Purchase limits are established for each customer particularly
for long term sales contracis, which represents the maximum open amount without requiring
approval from the Pricing Committee.

In monitoring customer credit risk, customers are grouped according to their credit
characteristics, including whether they are wholesale, retail or end-user customer, geographic
Iocation, industry, aging profile, maturity and existence of previous financial difficuliies.

Goods are sold subject to retention of title clauses, so that in the event of non-payment the
Group may have a secured clarm. The Group does not require collateral in respect of trade and
other receivables.

Exposure to credit visk

At the reporting date, the carrying amount of the foliowing financial assets represents the
maximum credit exposure:

2021 2020

KD*000 KD*000

Other non-current assets (other than deferred expenses) 147,612 183,346
Financial assets fair value throngh other comprehensive income 2,921,550 3,832,411
Trade and other receivables 3,668,214 4,152,528
Bank balances and cash ) 714,430 681,889

7451,806 8,850,174

The maximum exposure to credif risk net of impairment losses for trade receivables and other
non-current assets (other than deferred expenses) at the reporting date by geographic region

was:
2021 2020

KD*000 KD?00

Middle East 1,414,952 979,997
Europe (other than United Kingdom} 521,211 344,785
United Kingdom 33,488 53,340
Other regions 1,250,320 1,683,752

3,219,971 3,061,874

The maximum exposure to credit risk net of impairment losses for trade receivables and other
non-current assets {other than deferred expenses} at the reporting date by type of customer was:

2021 2020

KD*000 KD*000

Govemment 712,556 1,203,709
Private sector 2,507.415 1,858,165

3,218,971 3,061,374
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The aging of tradc reccivables af the reporting date was as follows: Investments
2021 2020 The Group limits ifs exposure to credit risk by only investing in liquid sccuritics and only with
KD'000 KD’000 counterparties that have a credit rating of at least Al from Standard & Poor’s and A from
Moedy’s. Given these high credil ratings, management does not expect any counterparty ta fail
Not past due 3,018,417 2,440,528 to meet its obligations.
Past duc not more than one year 30,879 409,710
Past due more than one year 59,885 64,327 Impairment on investments has been measured on a 12-month expected loss basis and reflects

3,109,181 2,914,565 the short maturities of the exposures. The Group considers that its investments have low credit

risk based on the external credit ratings of the counterparties.

The movement in the allowance for impairment in respect of trade receivables and other

receivables was as follows: Liguidity visk
2021 2020 Liquidity risk is the risk that the Group will not be able to mee! its financial obligations as they
KD’H0 KD’000 fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will

always have sufficient liquidity to meet its liabilities when due, under both normal and stressed

Balance a1 1 April 36,037 38,266 conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.
Provision for expected credit losses 3,233 5,207
Other changes (2,449) (7,436)
Balance at 31 March 36,821 36,037

Provision for expeeted credit losses are include in “provision for impairment loss on property,
plant and equipment, goodwill and others” in the consolidated statement of profit or Joss.

Expected credif losses
Trade receivables and other receivables

Loss allowance for trade receivables and other receivables is measured at an amount equal to
lifetime ECLs. The lifetime ECLs on trade receivables are assessed based on the Group’s
historical credit loss experience, adjusted for factors that are specific o the customers, general
cconomic conditions and an assessment of both the current as well as the forecast direction of
conditions at the reporting date, including time value of money where appropriate. Impairment
was assessed to be insignificant as there has been no history of default and there has been no
dispute arising on the invoiced amount from customers.

Due from related parties balances

Transactions with related parties are carried out on a negotiated contract basis. The related
parties are with high credit rating and rcpute in the market. Tmpainment on the due from a
related party have been measured on the basis of lifetime expected credit losses. The Group
considers that these have low credit risk based on historical experiences, available press
information and experienced credit judgment. As on 31 March 2021, these are neither impaired
nor due. The lifetime ECL computed on due from related parties are not significant.

Bank balances and cash
Impairment on bank balances and cash has been measured on a 12-month expected oss basis

and reflects the short maturities of the exposures, The Group considers that its bank balance
and cash have low credit risk based on the external credit ratings of the counterparties.
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7 % & = = Market risk
= &
q..: 5 " me o PR | "= o DR %, Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
qi & - RSN ] r 82 2 T 90 rates and equity prices will affect the Group’s income or the value of its holdings of financial
A .3 a Ll a" 5;: 3; p’ o g o &1‘ %" n 3" instruments. The objective of market risk management is to manage and control market risk
g @ y DT o & X o N | D) exposures within acceptable parameters, while optimising the retumn,
E o i “ B
& Currency risk
&n NS 0o ! e = NS on ten o
2 ) E 2 3 AR f 2 § z X = § 51 The Group is exposed to currency risk on sales, purchases and borrowings that are denominated
2 = ‘ha o o gly ey 0 «x gl=l in a currency other than the respective functional currencies of Group entities, the Buro, USD
x - AR bt e = :‘_: 3. and Pound Sterling (GBP). The Group’s exposure fo the risk of changes in foreign exchange
o rates relates primarily to such operating activities and the Group’s net investments in foreign
§ subsidiaries. The currencies in which these transactions primarily are denominated are Euro,
% - M W oo O ~4e T2 wsads USD, GBP, Australian Dollar {AUD), Japanese Yen (JPY) and Bahraini Dinar (BITD).
o E & o T AR End =3 = O™ — N\ N
; 252 29 e oy =52 o Raang o ) ) )
o = a Se ¥=ale e 2 9% Jesae The Group's net significant exposure to foreign currency risk was as follows based on notional
= = @Q A A wnay 2 % XA An oo amounts.
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= 2021 2020
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LR “ UsD 4,(10:3,93’,?1) 4478768
S; GBP 35,606 35,525
] JPY 67,173 59,102
= FES RE 282%R FEE 88 22838 BHD (2,847) (1,704)
S B g 5 oD BEEHE g2 E S S I BRI Others 722,629 450,545
= B Ny WO = — A N O vl
— — @ =y N —
-g 6 = T{ 2‘ .c:? ::‘ ﬁ“ o] 2‘ &} ® wy ‘:‘ —_—_ a‘ § Sensitivity analysis
g —] —
@ g A five percent strengthening of the KD against the following currencies at 31 March 2021
'E ® s would have increased/(decreased) equity and profil or loss by the amounts shown below. This
g g @ analysis assumes that all other variables, in particular interest rates, remain constant. The
= g £ analysis is performed or the same basis for the year ended 31 March 2020.
20 Y
& z £ = B Profit
= % & S S ofit or
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The Group does ot enter into commodity contracts other than to meet the Group’s expected
usage and sale requirements; such contracts are not settled net.

Sensitivity analysis

For the majority of the Group’s equity investments, quoted market prices are readily available.
For such [inancial asscts carried at FVOCI, a 3% increase or decrease in stock prices at the
reporting date would have increased or decrcascd cquity by KID 44,586 thousand (2020: an
increase or decrease of KD 32,197 thousand}. The analysis is performed on the same basis
for the year ended 31 March 2020.

Kuwait Petrolenm Corporation and Subsidiaries Kuwait Petroleum Corporation and Subsidiaries
State of Kuwait State of Kuwait
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Profit or Capital management
Effect in thousands of Ruwaiti Dinars Equity (loss) o
2020 The Board’s policy is to maintain a strong capital basc so as to maintain creditor and market
confidence and fo sustain future development of the business. The Board of Directors monitors
FURO 3,236 (32) the return on capital, which the Group defines as et profit divided by average capital employed.
UsD 223,938 200,080 There were no changes in the Group’s approach to capital management during the year.
GBP 1,776 162 ) i
iPY 2,955 . The Corporation is not subject to any externally imposed capital requirements.
BHD (85) (85)
Others 22,527 1,990 34, Expenditure commitments
254,347 202,115
»  Operating lease commitments
Interest rate risk The minimum rental commitments under operating leases fall due as follows:
At the reporting date, the interest rate profile of the Group’s interest-bearing financial
instruments was: 2021 2020
KD*000 K000
2021 2020 .
KD*000 KD*000 Within 1 year 8,886 9,238
Between 1 to 5 years 32203 32,539
Variable rate instruments After § years 27,056 30,755
Financial asscts 3,138,232 3,940,584 68,235 72,532
Financial liabilities (5,223,973) (5,016,109)
Net exposure ~ (2,085,741) (1,069,525) o Other commitments
Cash flow sensitivity analysis for variable rate instruments 2021 2020
KD*000 KD’H0
A change of 100 basis points in interest rates would have increased or decreased profit before . . )
taxation by KD 20,857 thousand (2020: KD 10,695 thousand). Estimated contracted capitel expenditure 2,246,748 2,486,628
Supply commitments 530,158 387,181
ket price risk o .
Other market price ris The Group's foreign subsidiary fuel marketing operations in Belgium and Netherlands have
Equity price risk arises from financial assets carried at FVOCI equity securitics. Management entered into tlﬁrd-party sepply c:lant{acts with’ BP, Loios and VARO,. \!{hich reqmrc certam
of the Group monitors the mix of debt and equity securifies in ils investment portfolio based contractual volume uplifis. Such binding commitments arc lower than existing operational needs
on market indices. and the monetary value of these cormmitments will rise and fall in line with the market price of
the products involved.
The primary goal of the Group’s investment strategy is to maximise investment returns. . o
35, Contingent assets/ Habilities

Contingent assets
Legal case

a. Anew management that was formed in 1992 at one of the subsidiary companies discovered
certain fraud cases and financial irregularities in the subsidiary company’s contracts and
bank accounts and, therefore, the subsidiary company’s Board of Directors formed a fact-
finding committee to investigate those irregularities.

On 6 January 1993, the subsidiary submitied a report to His Excellency the Atiomey
General on its suspicion about the occurrence of financial irregularities in previous years,
whereby the Public Prosecution conducted the necessary investigations and prepared the
indictment sheet in December 1993 and its regulation against five of the accused parties.
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The accused, Abdul-Fatah Al-Badr, absconded before submitting the notification to His
Excellency the Aitorney General. Hassan Qabazard admitied the facts before the Attorney
General, and made payment of US Dollars 6,200 thousand on allcgation that this was the
entire amount taken by him. This amount was deposited in a special bank account as a
fixed deposit of the subsidiary which amounts to US Dollar 13,157 thousand, equivalent
to KD 3,754 thousand including interest at 31 March 2016 (2015: US Dollars 13,157
thousand, ecquivalent to KD 3,754 thousand}.

The case was deliberated before different Kuwaiti courts, culminating in a final and
conclusive cessation verdict on 21 July 2013,

Mandated by the former Minister of Oil, Sheikh Sand Al-Nasser Al-Sabah, the Company
sent a letter to the Attommey General on 14 December 1998. The Attorney General
considered this letter as a notification and transferred the same to the Investigating
Committee concerned with court actions against Ministers, which, in its first formation,
congidered it as a notification and, subsequently, undertook the investigation procedures.
The subsidiary provided the committee with 4¢ documents including those deliberated to
the English courts with respect to the cerlain amounts embezzled by the accused parties
or other partics. Subsequently this committee resigned and a new commiitee was formed
on 29 April 2000. On 16 May 2001, the commiticc considered that the case was not fully
complete, without discussions with any witness.

On 29 May 2001 the former Minster of (il Adel Al-Subaih sent a notification to this
commtittee against the five defendants. The defendants inciude the former Minister of Oil.
On 19 May 2003, the committec considered the action as serious and heard statements of
witnesses. On 30 October 2007, a resolution was issued from the Investigating Committee
concerned with court actions to suspend the notification submitted against Sheikh Ali Al
Khalifa due to the lack of evidence. On 26 December 2007, His Excellency the Minster
of Oil by proxy submitted a grievance complaint from the suspension decision to the court
of ministers and on 27 December 2007 the attorney of the subsidtary submitted another
grievance complaint. The judgment was chalienged before the court of Cessation. Gn 17
February 2009, the court ruled to dismiss the appeal.

In parallel steps, the subsidiary has inmitiated civil cases in the United Kingdom,
Switzerland, and other countries, and with the efforts of those working on the case, it won
the case filed in the United Kingdom and obfzained a judgment against three of the
defendants for an amount of US Dollars 136,000 thousand excluding interest. In addition
to this, the case ended with the rejection by the UK House of Lords on 10 December 2000
of the appeal submitted by Abdul Fatah Al-Bader. An amount of US Dollars 85,351
thousand has been collecied till 7 May 2006. This collected amount was invested in
deposits, The collected amounts along with interest till 7 May 2606 amounted to US
Dollars 92,757 thousand (which has been subsequently distributed) plus an amount of US
Dollars 6,200 thousand transferred by the Public Prosecution from the accused Hassan
Qabazard and received by the subsidiary in Kuwait, which was invested in 2 deposit
rencwable with its interest thereon pending a decision on crime No, 275/93. The deposit
of USD 6,200 thousand along with accumulated interest reached US Dollars 13,157
thousand tiil 31 March 2016 (31 March 2015: US Dollars 13,157 thousand). Legal
mcasures are beiag carried out to collect the remaining balance. However, the uncotlected
amounts of US Dollars 151,709 thousand pending in the liabilify of the accused parties
comprise of the balance remaining from the total amounts awarded in favour of the
subsidiary according to the verdict from London, and inclusive of interest till August 2005
amounting to US Dollars 123,559 thousand plus such amounts, being the difference
between the amounts claimed before London Court and those mentioned in the Public
Prosecution Charge Report in connection with crime No.275/93 amounting to US Dollars
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25,000 thousand, for which a civil case was filed where 2 finat and conclusive verdict was
announced in the session dated 7 March 2011 by rejecting the appeal, plus an amount of
US Dollars 3,150 thousand {Chesapeake- selling debris of Surf City Vessel) for which a
case was filed where a final and inclusive verdict was announced in hearing dated on 18
Febrary 2014 in the appeal No. 9/ commercial 2000/976 by rejecting the appeal. In 18
March 2014, appeal in cassation was filed against the ruie and no hearing scheduled.

A commiftee was formed comprising of representatives of the subsidiary and Parcnt
Corporation te distribule the amounts collecied from the accused parties lo the entitled
parties, after deducting the expenses of the lawsuits {rom inception to date. Subsequently,
the Audit Committee of Parent Corporation's Board of Directors approved on 7 May 2006
the report submitted by the Company on the method of distributing the amounts collected
from the accused parties, net of the expenses of the lawsuit from 1992-1993 till 2005-
2006, as 54% to the Company and 46% to the Parent Corporation. Subsequent to the
distributions made in 2006, the remaining distributable amount was US Dollars 61,607
thousand. The Pareni Corporation’s share amounting to US Dollars 28,339 thousand was
transferred on 24 May 2006.

The subsidiary’s share amounting to US Dollars KD 33,267 thousand (KD 9,714
thousand} and the lawsuit expenses of US Dollars 31,150 thousand (KD 9,096 thousand)
deducted from the coilected amounts, were included in the consolidated statement of
income for the year ended 31 March 2007,

Further, the subsidiary’s attorney in Kuwait filed civil cases before the Kuwaiti courts
against the accused parties and certain persons who received the embezzled amounts, to
claim refund of the funds illegitimately embezzled by the accused parties and others,
which are still deliberate in the court. In one of these cases, the attorney of the subsidiary
filed civil casc No. 2008/3019 (commercial/ civil/ total/ government)/ 8 against four
accused parties for a temporary civil compensation amounied to KD 5 thousand and one
KD. The court decided to refer the case to Sixth Civil Department where the case aumber
was changed to 2009/1321 {civil/total}/6 and a first degree verdict has been issued against
the second, third and fourth accused parties to pay an amount of KD § thousand and one
as a compensation. This verdict has been appealed by one of the accused heir, On 19
December 2011, a verdict has been issued by Court of Appeals against the four accused
parties to jointly pay an amount of KD $ thousand and one KD and to pay KD 300 as an
attorney fees.

Then the both verdicts was appealed at the Covrt of Cassation by the heirs of the late
Abdul Fatah Al Bader No. 2011/166 and No. 2012/603 cassation v/2 ic appeal the verdict
issued by Court of Appeals No. 2012/271 commercial /4 at the session dated 28/05/2012
the court has sentenced to refuse a request to cease the enforcement of the verdict. In the
hearing dated 24 November 2014, the court verdict first to accept the appeal 166/2011 in
terms of formalities and with respect to the subject matter the court rejected it then
obligated the appeilant to settle the expenses plus KD 20 as attorney fees. Secondly, the
courl accepted the appeal in cassation No. 2012/603 civil 2 in terms of formalities, with
respect to the subject matter the court partially cancelled the verdict appealed in cassation.
For the appeal No, 271/201 2 civil to the extent of petition of appeal in cassation to amend
the appealed verdict to jointly obligate the appeliants fo settle the compensation each one
accordiag to his share of inheritance succession and otherwise affirm the judgment.
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The court obligated the appellees 10 settle appropriate expenses plus KD 10 for the
attorney fees. An amount of Sterling Pounds 120 thousand was received on 11 October
2006, and invested in a deposit renewable with interest tharcon. This amount plus interest
amounted to Sterling Pounds 143 thousand (KD 64 thousand) at 31 March 2016 (2015:
Sterling Pounds 142 thousand (KID 67 thousand), and will be distributed later according
to the above agreed distribution share.

By virtue of the award of the Court of Appeal for the case No, 2228/2003
{commercial/total}), filed by the subsidiary and thc Parent Company against Ms. Noura Ali
Al Muzaini and Mr, Abdul Fattah Sulaiman Khaled Al-Bader, based on the judgment of
the Court of Appeal dated 31 March 2015 that the defendants shail pay the subsidiary and
its Parent Company USD 1,000,000 equals to KD 352,001, The Parent company rcceived
its share amounting KD 151,834, and the same was deposited in its account on 9 January
2017. Regarding the amount due to the subsidiary as a result of the same judgment, the
formalities are being process for creating a power of attorney to the subsidiary’s lawyer
10 be able to receive the amount of KID 151,834 as per the said judgment.

Further, the subsidiary's attorney in Kuwait filed a lawsnit No, 2025/2010
{commercial/total} before the Kuwaiti courts to claim implementing a foreign verdict
pronounced by London court in favor of the Company on 15/12/1998 for the case no.
1212/2004 and its appeals. Also, he requested to annex the verdict in its executive formula
pursuant to provision of Article no. (1) of Law no0.38 for 2007 conceming amending
paragraph one of Article no. (199) of Law of civil & Commercial Procedure issued by
Decree by Law no. 38 for 1980

The court verdict has been issued by the judge to annex the foreign verdict in the executive
formula and command its implementation in the State of Kuwaif. An appeal of cassation
has been petitioned by the accused and appealed to stop the verdict issued by the Court of
Appeal, however on 14 June 2011 the Court of Cassation ruled to refuse that request with
no decision taken about the verdict of court of cassalion in original legal case.

A hearing session was scheduled on 8 March 2012 as the first hearing for the appealied
of cassation to the verdict No. 3273/2010 to commercial appeal / 5 and case under No.
133/2011 appeal of cassation, Commercial 4. On 12 April 2012 the court ruled to accept
the two appeals in its form and regarding its merits the court referred the challenged
verdict to court of cassation and obligate the first appellee (respondent) in both appeal
cases to settle the expenses in addition to KD twenty as attoreys' fees. Secondly regarding
the merits of 2 appeal cases No. 3273 and 3287 of 2010 commercial, the court resclved
annulment of the appealed sentence and inadmissibility of the proceedings since it was
previously ruled by the case No. 246 of 2002 commercial total and obligated the appelice
in the 2 appeal cases to settle expenses for 2 degrees plus KID twenty for atforneys' fees.

Furiher, he filed a law suit No.3560/2G10 (commercial/total) before the Kuwait courts to
claim implementing a foreign verdict pronounced by London court in favor of subsidiary
and SITKA on 17 October 2008. Also, he requested Lo annex the verdicl in the executive
formula. However, the law suit is still pending at the Kuwaiti courts. A first degree coust
verdict has been issued on 15 January 2012 to dismiss that proceedings which became
final sentence.
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Also the subsidiary attorney assigned to file a lawsuit before Kuwaiti courts under No.
1527/2012 civil total / 12 against the heirs of Abdul Fattah Al-Bader and others to claim the
final compensation which includes the reported in the sentence in crime No.3589/94
felonies, public money jurisdiction 94/245 Investigation department as well as the amounts
subject to the judgment issued in London that the Court of Cassation rejected 1o annex in
the executive formula since the case was deliberated by the Court of First Instance and on 4
December 2014 the Court sentenced to reject the case and the verdict has been appealed and
registered under No. civil 5261/2014 civil. In 9 June 20135, the court amended the appealed
judgment by dismissing the lawsuit on as is basis and confirmed other rulings. The
subsidiary has filed appeal of cassation against the appealed judgement and registered under
No. 1322/2015. Opponent aiso filed appeal of cassation enrolied under No. 1339/2015 and
no hearing has been scheduled till date hereof.

b.  Dry Cargo (358/94 crimes)

This case has been fited against five indictees. This case was referred 1o the Criminal Court
on 2 April 2006 for charges of embezzling funds, illegal profits and forgery. The value of
the amounts claimed in the Public Prosecution’s report amounted to approximately US§
10,000 thousand.

In the hearing on 17 June 2006, the court ruled for the imprisonment of indictees for five
years with labour and execution, to dismiss them from their jobs, oblige them to refund the
embezzled funds, and fine each of them an amount equivalent to that embezzied by him, as
well as to deport the third, fourth and fifih accused parties from the country after serving the
said penalty, and to refer the civil case to the competent civil court. The fourth indictee
challenged the verdict passed against him. In the hearing on 16 September 2006, the court
ruled to dismiss the objection and upheld the challenged verdict, which was appealed by the
second and fourth indictees. On 24 July 2007, a verdict was issued by the court of appeal
condemning the accused and partially amending the judgment through deducting the
equivalent of the present valuc in US dollars of an amount of KD 300 thonsand paid by the
second party of the adjudged fine and by refunding penaltics as well as clearing the fourth
indictee from crimes attributed to him. The appealed judgment was challenged before the
Court of Cassation. On 13 May 2008, the court ruled to dismiss the appeal.

Contingent liabilities

a. At the reporting date, the Group had contingent liabilities of approximaicly USS 12.2
million, equivalent to KD 3.7 million {2620: US$ 27.5 million, equivalent to KD 8.5
mitlion}. These principally relate to a variety of tax, legal and regulatory disputes, atl of
which are being vigorously contested by one of the subsidiaries of the Group.

e During 2013-2015, there was an accusation in [taly that a subsidiary and its
management failed to comply with environmental laws and regulations. As a
precaution the local Public Prosecutor has ordered the seizure of certain company
assets which may not be disposed pending resclution of the case. Management believes
that it has always complied with the laws and regulations and will defend itself from
these charges both in the investigative phase and before the Court through the most
appropriate legal actions. Evidence and other defence arguments will be presented to
the Court in the cumrent trial phase but the timing of such proceedings remaing
uncertain. Last hearings of the trial phase took place on 11 September 2020, 2 October
2020 and 29 Janvary 2021 with the examination of some witnesses and the objection
of time prescription maved by KP Italy, the lattcr unfortunatcly rejocted by the Court.
Last hearing of the trial phase was scheduled on 19 April 2021 for the examination of
other witnesses indicated by Public Prosecutor but it was not held and postponed to
July 16 2021. At this early stage it is not possibie to reliably estimate the potentiat
liabilities.
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» There is a long outstanding claim for compensation relating to the sale of assets and
equipment of the former Naples refinery. A legal ruling issued by an Arbitrator, subject
to appeal, states that the buyers have to reimburse the Group. Buyers appezled against
the ruling and the next hearing has been scheduled on 24 March 2022 before the Court
of Appeal of Rome.

e Kuwail Petroleurm Euvrope B.V (“KPE”} has provided a Completion Guaraptce in
proportion to its shareholding (50%) in DRPIC, whereby KPE has undertaken to (i}
pay debt service not otherwisc paid by DRPIC and (ii) to repay the Secured Credit
Facilities then outstanding, if the Actual Compietion Date is not achieved within two
years of the Scheduled Completion Date. The obligations of KPE under the
Completion Guarantee are guaranteed by the Sponsor Backstop Guarantee provided
by KPC.

e NSRP is expericncing financial difficulties, the reasons for which are several and
varied. Crucially, the recent exiraordinary socio-economic evenis - the coronavirus
pandemic and the dramatic drop in crude prices - have presented NSRP with extremely
serious difficulties. The combination of these factors has resulted in NSRP currently
facing unforeseen financial and liquidity difficuities.

To overcome these difficulties, NSRP engaged a well-recognised financial advisor to
develop a comprehensive financial solution. This solution will have to be approved
and supported by all of NSRP’s Shareholders and the requisite majority ol NSRP’s
Lenders.

NSRP’s project financing documents {each a “Finance Document™) provide that NSRP
must reach Financial Completion (“FC™) by 27 May 2021 {the “Sunset Datc”} at the
latest. The FC represents a significant milestone for NSRP and was intended to signify
the transition to a fully functional refinery that is operating sustainably with steady
state financials. FC can occur any time prior to the Sunset Date provided that NSRP
satisfies various preconditions that are either qualitative or quantitative. If NSRP fails
to achieve FC by the Sunset Date, 2 Fundamental Event of Defauit (2 “FEQD™) will
occur under the Finance Documents, namcly thc Common Terms Agreement (the
“CTA™). Following the occurrence of a FEOD, Mizuho Corporate Bank, as the
Ienders’ Agent, can take enlorcement action on behalf of the Lenders and call on
guarantees provided by, amongst others, KPC, KPC Heldings (Araba} AEC (“KPI”)
and KPE. Specifically, the Completion Guarantee provided by KPE and the Backstop
Guarantee provided by KPC could be drawn <ither to pay scheduled debt service that
is not paid by NSRP on its due date or for the repayment of ioans that have been
accelerated following the occurrence of the FEOD. Based on current criteria, achieving
IFC by the Sunset Date does not appear possible for NSKP, Part of the financial solution
is therefore to nepotiate with NSRP’s Lenders to postpone the FC to a later date.
However, without such a postponement, the enforcement action that the Lenders may
take against NSRP and its Sponsors results in significant exposure for those parties and
uncertain recovery prospects.
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KPE’s {and KPC’s and KPI’s) exposure arises primarily under five agreements:

a) the Completion Guarantee, under which KXPE guarantces NSRP’s obligations
under the Finance Documents (including the Facility Agreements and Sponsor
Working Capital Facility Agreement (the “SWCFA™)) proportional to KPE’s
interest in NSRP;

b) thc KPC Backstop Guarantee, under which KPC guarantces KPE’s obligations
under the Completion Guarantee;

¢) the Sponsor Support Agreement (the “SSA”) and the SWCFA under which the
Sponsors provide a working capital facility to NSRP proportional to each such
Sponsor’s own interest in NSRP; and

d) the KPC Holdings (Aruba) AEC (“KPI”} Guarantee of the Sponsor Working
Capital Facility, under which KPI guarantees KPE’s per{lormance under the $SA
and SWCFA.

Prior to reaching the original Sunset Date of 27 May 2021, the Intercreditor Agent has
apreed to a waiver to allow NSRP to defer the Sunsct Datc to 27 November 2021

e On 1 February 2019, the EPC contractor (“the Confractor”} Iniliated separate
arbitration proceedings in Singapore by filing a Notice of Arbitration against NSRP
which is amended on 21 February 2019 (“the Amended Notice of Arbitration”). The
Contractor has advanced a number of monetary claims against NSRP in the Amended
Noticc of Arbitration, which includes alleged false representation madc by NSRP,
extension of time, other compensation claims, wrongful demand claims etc, The
arbitral tribunal has directed that issues of liability must be resolved in & separate
first phase of the arbitration, following an evidentiary hearing that is currently
scheduled to take place in June and July 2021, and that issues of quantum will not be
addressed until a subsequent second phase of the arbitration , if required, in light of
the award on liability. Consequently, the monetary amounts of the contractor’s claims
have not yet been quantified and it is not possible 10 provide a precise figure for the
total of thc monctary claims made by the Contractor in the arbitration. On 1 March
2020, NSRP filed its full staiement of defense and counterclaim, seeking orders of
dismissing contractor’s claim, require the Contractor to pay liquidated damages in
respect of delay in mechanical completion and initial acceptance, compensation for
defective work, a declaration to pay that NSRP is cntitlcd to a reduction of US$ 36.6
million in the contract price under determination of agreement No.8 and compensate
NSRP for legal and other costs incurred in respect of this arbitration.

The Contractor filed its Statement of reply and defence to counterclaims on 22 June
2020. The Contractor (i) generally maintained the claims set out in ils statement of
claim save for the dredging disposal site and pipeline dewatering claims which have
been dropped, (ii) introduced a new claim for fraudulent misrepresentation and (iii)
supplemented the claimed reliel by seeking an order dismissing NSRP’s
counterclaims.

On 14 September 2020, NSRP filed its statement of rejoinder, maintaining its existing
defences and counterclaims and adding additional counterclaims in respect of further
defective works. The value of the monetary claims made by NSRP and the Contractor
may change in the arbiiration.

-
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Given the number of claims, it has been decided to divide the lability arbitration into
two tranches: tranche 1 covers all claims but the additional claims and low value
defective claims which are covered by tranche 2. The hearing for franche 1 remains
planned for 21 Junc 2021, whereas Lhe tranche 2 hearing will be held on 13 September
2021,

Given the fact that it will cost NSRP more to pursue the claims under US$ 156,000
than the value of such claims should NSRP win, NSRP has entered into am agreement
with the Contractor under which both parties agreed to withdraw any claims under such
threshold.

The first hearing will start on 21 June 2021 and will cover the Mechanical Completion
Delay claims, the Soil Conditions Claim and two of NSRP’s major defects: the FGID
and Flushing Defect Claims. The Tribunal has directed that the first hearing will take
place virtually. The second hearing will start on 13 September 2021 and will cover the
Cost Reduction Claim. A third hearing will start on 11 April 2022 and will cover the
Initial Accepiance Delay, the Welding and Flanges Claims. A fourth hearing has been
provisionally reserved to start on 20 une 2022, but this should be used as an ultimate
fall back, and the parties are to do their best to complete the evidence on liability within
the first three hearings.

¢ Onthe 15 June 202§ the subsidiary Kuwait Petroleum Nederland BV received a writ
of summons from the State of The Netherlands, formally claiming damages suffered
as a consequence of the existence of a Bitumen Cartet in The Netherlands between
1997 and 2002, as it was evidenced by the Decision of the European Commission of
13 September 2006. The writ of summons includes a claim of 32 millien Eure to be
increased with statutory legal interests, which may amount to another 30 million Furo.
Together with KP Nederland BV, the lawsuit is also addressed to two other former
cartel members, on joint and several bases. Management believes, also based on legal
analysis, that it is very unlikely that the court will award the claim {in full). In case the
claim would be partially awarded, there is the possibility that also the other cartel
members that have not been sued, would be made {co-) liable as well,

Investment in joint operations

Kuwait Guif Oil Company K.8.C.C, a subsidiary, has participation it {wo joint operations for
exploration, drilling, and production of oil and gas, which are as follows;

- Al Khafji Joint Petrolenm Operation (“KJO”); and
- Wafra Joint Operation (“WJO”).

The consolidated financial staiements include the following items that represent the Group’s
50% interest in joint operations:

o KJO S—— WJO
31 December 31 December 31 December 31 December
2020 2019 2020 2019
KD’000 KD’000 KD’000 KD'00¢
Statement of financiak
position
Total assets 883,758 889,817 326,455 287,892
Total liabilities (223,285) (224,020) (136,719) (69,971)
Net assets 660,473 663,797 189,736 217,921
Proportionate share in
joint operation capital
commitment 86,504 27,420 1,000 5,091
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In December 2019, the State of Kuwait and Kingdom of Saudi Arabia signed a Memorandum of
Understanding on procedures to restate the production at KJO and WJO. The crudc ol production
at KJO and WJO was resumed in February 2020 and July 2020 respectively.

Both KJO and WJO are expected fo continuc their business, as their managements have been
instructed to continue with all drilling, maintenance operations and capital investment activities.
Furthermorc, both the KIC and WIO Joint Participants have been funding the activities based on
cash calls.

Raffineria di Milazzo S.p.A.

The Group allocates revenues and expenses of its joint operation, Raffineria di Milazzo S.p.A.,
on the basis of the relative performance of each party to the joint arrangement and the parties
have agreed to share the profit or loss relating to the arrangement on the basis of a specified
proportion. The expected financial performance of the joint operation is designed to operatc al
break-even, or to generate losses that will be funded by the parties in the joint operation. The
substantial part of the output produced at Raffineria di Milazzo S.p.A, is purchased by the parties
in this joint arrangement.

The investment in Raffineria di Milazzo S.p.A is accounted for using the proportional
consolidation mcthod. As at 31 March 2021, the ownership remained unchanped. The
consolidation method for revenues and expenses is made on the basis of the relative performance
of each party to the joint arrangement.

The financial statcments of Raffineria di Milazzo S.p.A are not presentcd since its not material
for the Group.

Oil and gas reserves of 4 local subsidiary with foreign operation (unaudited)

2020 2019
{mmboe) (mmboe)
Proved and probeble reserves
at heginning of year
-Fields in production 445.30 460.25
-Projects under development 647 9.24
451.77 465.49
Changes during the vear
-Revision of previous estimates 5.92 21.52
-Production (from on-going projects) (37.79) (39.29)
(31.87) (17.72)
Proved and probable reserves at end of year
-Fields in production 413.75 44530
-Projects under development 6.14 647
419.89 451.77

Proven reserves are the quantities of crude oil and natural gas which geological and engineering
data demonstrate with rcasonable certainty to be recoverable in future vears from known
reservoirs under existing economic and operating conditions.

Probable reserves are those additional reserves which are not yet proven but together with
proven reserves are estimated to have a 50% or better chance of being technically and
economically producible.
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39.

Qil reserves include the oil equivaient of natural gas. Gil and gas reserves cannot be measursd
exactly since estimation of reserves involves subjective judgment and arbitrary determinations.
Therefore, all estimates are subject to periodic revision. The above oil and gas reserves belong
to one of the group companies and relate to the Group's reserves outside Kuwait,

Reserves, reserves volumes and reserves related information and disclosures are referred to as
“unaudited” as a means of clarifying that this information is not covered by the audit opinion
of the independent auditor that has audited and reported on the Group’s consolidated financial
statements.

Comparative figures

Where necessary, certain comnparative figures have been reclassified to conform to the current
year’s presentation. Such reclassifications did not affect previously reported profit or loss,
equity or opening balances of the carliest comparative period presented.

Subsidiaries, associates and joint ventures
8)  Principal subsidiaries registered in the State of Kuwait:

Directly held
Propartion

Name of company held

Principal activities

Kuwait Qil Company K.S.C.  100% Exploration for and production of crude
(*KOC™) oil and natural gas in the State of Kuwait.

Kuwait Naticnal Petroleum 100%
Company K.S.C. (“KNPC”}

Refining, LPG manufacturing, and local
marketing of refined products.

Kuwait Integrated Petraleum  100%
Industries Company K.S.C.C.
{“KIPIC™}

Refining, LPG manufacturing, and local
marketing of refined products.

Kuwait Oif Tanker Company  100%
S.AK (“KOTC™)

Operation of a fleet of crude oil tankers
and liquefied petroleum gas and oil
product carricrs.

Petrochemical Industries 100%
Company K.8.C. (“PIC”}

Production of petrochemical products and
their distribution and marketing.

Kuwait Foreign Petroleum 100% Exploration for and development of oil
Exploration Company K.S.C. and gas outside the State of Kuwait.
{(“KUFPEC™)

Kuwait Gulf Oil Company 100%
K.8.C. (Closed) (“KGOC™)

Expioration for and production of crude
oil und natural gas.

Oil Scetor Service Company  100%
K.8.C. {Closed) (“OSSCO™)

Liaison, public services and oil sector
supporting services,
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Indirectly held

Name of company held

Kuwait Aramotics Company  80%
K.S.C.C.{*"KARO")

Kuwait Aviation Fuelling 100%

Company K.8.C,
(“*KAFCO")

Proportion

Kuwait Petroleum Corporation
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Principal activities

Producing and selling perfume products
and other derivatives.

Supply of aviation fuel.

Principal directly and wholly-owned subsidiaries registered outside the State of

Kuwait:
Name of company

KPC Holdings (Amba)} AEC
(“KPC-Aruhza™)

KPC Energy Ventures, Inc. (“KPC
EV")

Principal associates

Name of company

Kuwait Dniiling Company K.S5.C.
(“KDC")

Equaie Petrochemical Company
K.S.C. (“EQUATE™

Guif Petrochemical Industries
Company B.S.C. (“GPIC™)

Kuwait Olefins Company K.S.C.C.
(“TKOC™)

Al-Oula Local Fuel Marketing
Company K.S.C. (“OULA™)

Al-Sour Fuel Marketing Company
K.8.C. (“SOUR™)

Equate Marketing Company E.C.
(“EMC“)

SK PIC Global Company Ltd.

Country of
incorporation

Arnba

British West
Indies

Country of
incorporation
Kuwait

Kuwait

Bahrain

Kuwait

Kuwait

Kuwait

Bahrain

South Keorea

Principal activities

Refining, and marketing of
refined products

Investment in new energy
technologies

Proportion  Principal

held
49%

42.5%

33.33%

42.5%

24%

24%

45.9%

49%

activities
Contract drilling

Petrochemicais

Petrochemicals

Petrachemicals

Fuel marketing

Fuel marketing

Fuel marketing

Petrochemicals
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40. COVID 19 Update

In December 2019, the emergence of coronavirus (COVID-19} was reported in China and has
subsequently spread globally. On 11 March 2020, the World Health Organization declared the
COVID-19 outbreak a pandemic. Mobility restrictions, quarantines and similar lockdown
measures implemented in different countries to cope with the pandemic had a significant negative
impact on the global economy. Deceleration of economic activity resulted in a substantial
decrease in demand for hydrocarbons leading to aversupply on the international oil market and a
sharp decline in oil prices. Failure of OPEC+ couatries to reach a new agreement on crude oil
production quetas in the beginning of March put an incremental pressure on oil prices. On 12
April 2020, OPEC+ couatrics cntered into a ncw agreement to reduce their collective output
starting from 1 May 2020. This coordinated production cut together with the negative impact of
low oil prices on crude oif production in different countries resulted in lower supply of erude oil,
reduction of swiplus on the crude oil market and led to a gradual recovery of oil prices. This
upward oil price tread was further supported by the start of gradual lifting of lockdowns in
different countries, recovery in economic activity and respective growth in demand for
hydrocarbons. The CPEC+ agreement to continue production cuts in the first quarter of 2021 to
clear surpluses built up over the pandemic has supported prices to levels nol seen since January
2020, But the sccond wave of COVID-19 lockdowns which continue to dampen demand are
likely to put a cap on prices in the short-term, Market conditions had improved over the course
of the third and early fourth quarters of 2020 as nations began re-opening their economies, but
the recent resurgence of COVID-19 cases {including cases related to variants of the COVID-19
virus) in certain geographic areas, and the possibility that a resurgence may oceur in other arcas,
has resulted in the re-imposition of restrictions. The energy markets saw a sharp recovery in the
first quarter of 2021 as countries around the world started to rollout vaccination programs, This
resulted in a steady increase in crude oil prices.

In response to COVID-19, the Group has implemented active prevention programs at its sites and
contingency plans in order to minimize the risks related to COVID-19 and to continue business
operations. Crude ¢il accounts for a substantial portion of the Group’s revenue. Crude oil is aiso
a fundamental feedstock to the Group’s Downstream operations. The COVID-19 pandemic has
had an adverse impact on oil demand, which has led to an oversupply in global markets. This has
resulted in a reduction in crude oil prices, which has significantly impacted Group’s revenue and
overall financial performance during the year ended 31 March 2021. The decline in the updated
future commodity price estimates made during the year ended 31 March 2021, and particularly
with regard to oil, negatively impacted the estimated recoverable amount of certain upstream and
downstream assets and investment in equity accounted investees. Accordingly, impairment losses
were recognised for property, plant and equipment and investment in equity accounted investee,
see Note 5 and Note 11,

The management has taken measures to optimize spending, which resulted in reducing
operational and capital expenditures during the year ended 31 March 2021. Additionally, the
Group has secured additional credit facilities, see Note 22 and 23, to ensure sufficient funding to
mest forecasted cash flow requirements and limit any potential financial exposure. The full extent
and impact of the COVID-19 pandemic is unknown at this time and the degree to which it may
impact the Group’s business operations and financial results will depend on future developments,
which are highly uncertain and cannot be predicted with any degree of confidence, including: the
duration, severity and geographic spread of the COVID-19 virus.
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d} Principal joint ventures

Name of company .C'ountty Ot: Proportion Pri.n ‘fil.ml

incorporation  held activities

The Kuwait Styrenc Company Kuwait 57.5% Petrochemicals

K.8.C.C. (“TKSC™)

OKQ8 AB (“OKQ8™) Sweden 50% Fuel marketing

Nghi Son Refinery Product Vietnam 35.1% Refining, LPG

{(“NSRP"} manufacturing,

and locat
marketing of
refined products.

Duqm Refinery and Petrochemical ~ Oman 50% Refining, LPG

Industrics Company L.L.C. manutacturing,

{“DRPIC™) and local

marketing of
refined preducts,
e} Principal joint operations

Name of company .Country Of Eﬂ‘ective. Prmap -

incorperation  ownership activities

Reffineria di Milazzo S.p.A. ftaly 50% Refinery
operations

Al Khafji Joint Petroleum Operation  Kuwait 50% Exploration for

{(“KJO™) and production
of crude oil
and natural
gas.

Walra Joint Operation (“WJ0”) Kuwait 50% Exploration for
and production
of crude oii
and natural
gas.
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