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Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah
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KPC Mission

We are working towards achieving the optimal value of
Kuwait‘s hydrocarbon resources through conducting our
operations around the world on a commercial basis in an
integrated and sustainable manner, while providing our
employees with growth opportunities, as well as contributing
to the development of Kuwaiti economy.

KPC Vision

To be a world leader in the integrated oil and gas industry by:
* Leveraging innovation to maximize profitability.

+ Achieving excellence in our operations and working with qualified and
ambitious cadres.

+ Acting as a safe and secure supplier.
+ Delivering objectives in an efficient and effective manner.
- Adhering to health, safety and security standards.

* Preserving the environment.
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KPC Values

9900000 &

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

Caring for the human
Creating a culture where people develop and grow, and are
positively 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 solving challenges that create value.

Excellence
Encouraging high performance, continuous improvement, and
a customer focus.

One team
Caring for the interests of KPC and ensuring alignment to
achieve corporate and State goals.

Kuwait Petroleum Corporation
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CEOs and Managing Directors
of KPC and Subsidiaries

Emad Sultan Waleed Khaled Al-Bader Shaikh Nawaf Saud Nasir Al-Sabah Ali Abduljaleel Shehab
Kuwait Oil Company Kuwait National Petroleum Kuwait Petroleum International Kuwait Oil Tanker Company
Company Kuwait Foreign Petroleum Exploration
Company

Mutlaq Rashid Al-Azmi Hatem Ibrahim Al-Awadi Abdullah Al-Sumaiti
Petrochemical Industries Kuwait Integrated Petroleum Industries Kuwait Gulf Oil Company
Company Company
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KPC Chairman's Statement

Kuwait Petroleum Corporation (KPC) is taking steady steps towards a bright future for us and for the coming
generations to achieve excellence and leadership and work in a team spirit supported by the efforts and
thoughts of its people in all sectors and inspired by the KPC’s 2040 Strategic Directions , consistent with
Kuwait’'s comprehensive and sustainable development vision “New Kuwait 2035” led and supported by His
Highness the Emir Sheikh Sabah Al-Ahmad Al-daber Al-Sabah (may Allah protect and bless him).

Proceeding from its mission, vision and values, KPC and subsidiaries have been firmly working to manage
and develop oil wealth, maximize its value and develop the capabilities of its labors through its integrated chain
of operations, at a steady pace and a flexible vision that keeps up with regional and global developments.

In this context, it is my pleasure, on my own behalf and on behalf of the members of the Board of Directors, to
extend my sincere thanks and gratitude to all employees of KPC and its subsidiaries for their determined and
strenuous efforts exerted during financial year 2019-2020, which resulted in bringing out significant progress
and tangible growth in various oil segments, from exploration and production operations, through export
operations, maritime transport and petrochemicals, to serious efforts made to achieve integration between
refining and petrochemical industry, despite significant challenges witnessed during the financial year 2019-
2020 arising out of the accelerated pace of changes in the oil and gas markets, including increased supply
and pressure on oil prices, rapid progress in technology, development of environmental laws and policies for
clean fuels, and their impact on the traditional oil industry.

KPC and subsidiaries have conducted many operations, the most important of which are refining 619 KBPD
of crude oil and producing 2.8 MBPD and producing 502 MCF/D of free gas. Production of heavy oil
commenced with a capacity reaching 23 KBPD of heavy oil, while the marine fleet amounted to 29 tankers
operating in various marketing operations for various products. In addition, production of petrochemical
products amounted to 6.935 million tons per annum, including investments and partnerships outside the
State of Kuwait, while achieving a refining capacity of 275 thousand barrels of Kuwaiti oil in international
refineries jointly owned by KPC.

Here, | would like to emphasize that within the framework of the increasing interest of KPC and subsidiaries
to recruit, train and qualify national workforce as the key to excellence and leadership in the oil industry, KPC
has implemented mechanisms guaranteeing employment opportunities for Kuwaiti nationals through the
establishment of new development projects.

Proceeding from the KPC’s keenness to employ national cadres, 1,053 Kuwaiti candidates in were appointed
at KPC and subsidiaries. Kuwaitization rate in KPC and subsidiaries reached 86.6%, making the oil sector

Kuwait Petroleum Corporation

one of the highest among government agencies in applying the national employment rates during the
financial year 2019-2020.

In line with the 2040 Strategic Directions, KPC continued its efforts to fulfill the current and future energy
needs of the State of Kuwait by supplying a mixture of different types of economically and environmentally
optimal fuels while providing their strategic alternative and making use of alternative, renewable and other
energy sources.

Furthermore, KPC and subsidiaries have been keen to implement the highest standards of health, safety,
security and environment (HSSE) with the aim of keeping pace with global performance levels through the
adoption of strict HSSE-related standards and regulations in all locations in which KPC and subsidiaries
operate.

KPC and subsidiaries have long been keen to implement various quality initiatives and social projects out
of of their corporate social responsibility (CSR), in cooperation with partners of civil society organizations
in various sectors of the State of Kuwait. In confirmation of their pioneering role in this field, KPC and
subsidiaries have exerted all possible efforts to help various entities in the face of repercussions of Covid-19.

This report is the fruit of a year of hard work, tireless continuous efforts, and unified endeavors of the
Kuwaiti oil sector with the purpose of achieving the required production capacity, securing an atmosphere of
cooperation with international companies, exchanging experiences across continents, and getting advanced
technology, all in order to accomplish the Strategic Directions aimed at attaining a globally pioneering position.

Today, we present this report while realizing that the oil and gas sector is withessing a very intense
competition, but excellence is for the best and for those who know the secrets of success the most important
of which is flexibility in addressing various challenges. We cannot secure this excellence except through
having capabilities and experiences and following up on the latest technological developments. In order to
achieve this, we must have full confidence in our human and material components and creative energies,
provide support to creativity and motivation using the best technique, and promote fruitful and constructive
cooperation with our partners around the globe, all in order to bring about a future that satisfies our ambitions
and steadily pushes us towards peaks of success.

Dr Khaled Ali Al-Fadhel
Minister of Oil
and Minister of Electricity and Water
Chairman of the Board of Directors, Kuwait
Petroleum Corporation
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KPC CEQO's Statement

We at KPC believe that achieving operational excellence and creating opportunities for expansion and growth
begins with developing the capabilities of our human cadres and preparing integrated programs of strategic
objectives and plans, using a set of the best practices and techniques to enable us to achieve a qualitative
transformation in our operations and financial returns and promote KPC'’s role in support the local economy.
Since the oil industry has always been facing various challenges, it is important for us to re-energize our
cadres, refine their capabilities, and prepare leaders and managers to take full responsibility at any time,
through a basic rule based on consolidated thoughts, mutual understanding and constructive cooperation,
to drive development processes forward and towards achieving New Kuwait 2030 vision.

Despite the difficult local, regional and international circumstances witnessed in the fiscal year 2019-2020,
in addition to Covid-19 pandemic, which is still casting a shadow on the world, KPC and subsidiaries have
accomplished outstanding achievements in various oil sectors, thanks to the efforts of the oil sector labors
in various segments from production and exploration to exporting operations, through to refining and
petrochemical sectors, while working to achieve leadership in HSSE and striving to take tangible steps in
the field of renewable energy.

As we look forward to the future with confidence, it is worth noting that the KPC Strategic Directions have
been updated until 2040, the most important direction being gradually increasing the sustainable production
capacity of crude oil in the State of Kuwait to reach 4 MBPD in 2035 while maintaining this rate until 2040. In
pursuit of this goal, KPC proceeded to produce heavy oil from the Lower Fars reservoir, where the production
capacity reached 23 KBPD of heavy oil, thereby positioning Kuwait among the world’s heavy oil-producing
countries. The key achievements during the financial year include the historic agreement between the State
of Kuwait and the sisterly Kingdom of Saudi Arabia regarding the resumption of production from oil fields in
the Divided Zone between the two countries, after nearly 5 years of production suspension.

It should also be noted that the most prominent achievements in the oil sector during the financial year 2019-
2020 in the refining sector include the noticeable progress accomplished in implementing environmental
fuel programs, Al-Zour refinery and permanent facilities for importing liquefied natural gas (LNG), which are
expected to be gradually operational during 2020.

As for the expansion in petrochemical industry and the promotion of global investments, a deal has
been successfully executed to acquire existing specialized petrochemical plants in Korea, in addition to
the commencement of one of the world’s largest ethylene glycol production plants in the United States of
America in September 2019, implemented by ME-global, a subsidiary of EQUATE. In addition, a deal to
enter the North American markets is underway through establishing a partnership with Pembina for the
production of polypropylene. The KPC’s International Marketing Sector has sought to maximize the value
of Kuwaiti hydrocarbons by marketing them in safe, diversified and long-term markets through what has
been accomplished during the financial year 2019-2020 and obtain an outstanding marketing experience

Kuwait Petroleum Corporation

to compete in increasing the global market shares of Kuwaiti oil, Kuwaiti petroleum products and liquefied
gas to achieve the highest revenues for the State of Kuwait while excelling in managing the various KPC
operations. It is worth mentioning that the efforts of the International Marketing Sector are centered around
increasing the market shares of Kuwaiti oils particularly in Asia, starting with India whose market is considered
the fastest growing market in Asia, where a contract was concluded with one of the largest companies
to supply them with liquefied petroleum gas (LPG). Operations is also expanding in the Chinese market
through concluding Kuwaiti crude oil contracts with major Chinese governmental and private companies and
new refineries in China. Furthermore, a new contract was signed with a Korean company for the first time
to market Kuwaiti light crude oil. Strategic initiatives are currently being evaluated to raise the KPC level of
competition through adhering to best practices, including adopting the best trading technique and building/
leasing tanks outside the State of Kuwait.

KPC’s International Marketing Sector has been striving to maximize the value of Kuwaiti hydrocarbons by
marketing them in safe, diversified and long-term markets during the financial year 2019-2020, in an effort
to increase the global market shares of Kuwaiti oil, Kuwaiti petroleum products and liquefied gas to gain the
highest revenues for the State of Kuwait, despite the challenges facing economy this year.

As for maritime transport, Kuwait Oil Tanker Company (KOTC) has maintained 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 during the financial year 2019-2020. Five tankers
were launched, three of which are new giant liquefied gas carriers and two are new medium-size petroleum
product carriers, bringing the company’s fleet to twenty-nine carriers with a total fleet tonnage of nearly 4.34
million metric tons. This annual report sets out in detail the efforts and achievements made for the past
year, and the vision of the bright year to come, in a manner inclusive of the various segments of oil and gas
industry, in line with the global perspective of this important industry, thereby professionally and efficiently
serving the decision-making process.

Given that we are on the brink of new global challenges and projects aimed at promoting oil industry in line
with the Strategic Directions updated until 2040, particularly in light of the outbreak of the emerging Covid-19
pandemic, which will greatly change the global map, we had to benefit from our previous experiences and
expertise to maintain our leadership in the oil industry.

We hope that next steps of success will be based on well-established grounds and accelerated efforts for
the sake of future generations to achieve the public interest and benefit of the State of Kuwait in particular
and the oil industry in general.

May Allah guide us all for the good of our beloved country, Kuwait
Hashem Sayed Hashem

Deputy Chairman of the Board of Directors
CEO, Kuwait Petroleum Corporation
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KPC at a Glance

Some of the most prominent and key operations
were conducted by KPC and subsidiaries during
the financial year 2019-2020.

Refining 619.4 KBPD
of crude oil within the
State of Kuwait

Producing 502
MCFPD of free gas

Producing 6.935
million tons per annum
of petrochemical
products, including
investments and JV
abroad

L
L
L

Producing 2.8 MBPD
of crude oil

Maritime Fleet
consisting of 29
tankers used for

marketing various
products

Refining 160.0 thousand

barrels of Kuwaiti oil in

global refineries jointly
owned by KPC
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Located over the world with a comprehensive
coverage of the KPC’s optimal chain

Kuwait Petroleum Corporation
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The KPC Financial Performance for the Financial
Year 2019-2020

Total Revenue for FY
KWD 26.0

Million

Total
Expenses Net Profit
for FY Margin for
KWD 25.6 Y
- 1.9%
Million

Total Return on

Capital Expenditure Invested Capital
for FY for FY
KWD 3,620.6 o
3 1.4%
Million



The Circumstances and Developments of Global

Markets during the Financial Year 2019-2020
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The financial year 2019-2020 wa characterized by economic challenges all over the world, including the
local economy which was affected by the decline of oil production levels as a result of the State of Kuwait’s
commitment to reduce its production in accordance with the OPEC Plus agreement, in addition to decrease
in the average price of crude oil during the year affected by low levels of global economic activity. The rate
of Gross Domestic Product (GDP) amounted to nearly 3%, resulting in an increase in oil demand by about
1 MBPD compared to 2018, bringing the total demand for oil during 2019 to about 99 MBPD. Most of this
increase in oil demand came from the Asia region, especially China and India.

As for global oil supplies, in light of the OPEC agreement aimed at maintaining the stability of global oil
markets by reducing production, which came into force in 2019, the petroleum products markets continued
to be balanced in terms of supply and demand, and prices remained stable throughout 2019 until the first
quarter of 2020, i.e. before the outbreak of COVID-19 pandemic, resulting in KPC’s maintainance of its
market shares of Kuwaiti crude oil in Asian markets with the highest economic returns.

The demand for LPG was good during the financial year 2019-2020. The Asian markets, which had nearly
half of the global demand (mainly from China, India, Japan, Indonesia, as well as South Korea), witnessed
the largest deficit in global supplies during 2019-2020. In contrast, the main LPG exporting regions were the
United States and the Middle East (which together account for nearly half of global production). Accordingly,
KPC significantly increased its shares in the growing Asian markets by noticeably expanding in both the
Chinese market and the Indian market, in addition to maintaining a presence in traditional markets such as
Japan and South Korea. However, LPG prices declined to about $453 per ton (on average) for contracts’
reference price based on Aramco’s pricing in Asian markets, while the prices reached $440 per ton (on
average) according to the Far East Index, representing a decline of 25% from the prices of the financial year
2018-2019.

The global oil markets of naphtha products were stable during the financial year 2019-2020. However, due to
the outbreak of the emerging Covid-19 pandemic at the beginning of the current year, the markets witnessed
a sharp decline in the demand for oil and its products, causing a drop in prices.

In addition, The Middle East markets of gasoline product withessed an increase in demand, as quantities
were imported from the Asian market to meet the market demand of this product. KPC imports approximately
two shipments of gasoline product per month, through spot tendering to obtain the best competitive prices,
with the aim of fully securing the local market needs of this product due to the decrease in its local production
following the closure of the Shuaiba refinery and the increase in local demands.

During the financial year 2019-2020, the demand for aviation fuel continued to increase at the previous
stable annual rates of 3%, which reflected positively on KPC’s maintenance of its market share in the most
prominent and largest global markets until before the outbreak of Covid-19 pandemic.

On the other hand, 2019 was a year full of challenges for the bunker fuel market due to the change in bunker
fuel specifications imposed by the International Maritime Organization (IMO), which entered into effect at
the beginning of 2020 by reducing the sulfur percentage to 0.5%. As a result, markets began to change the
bunker fuel and use it as per the new specifications since October 2019 to ensure the readiness of ships,
which led to a decline in the prices of high-sulfur bunker fuel 380 and an increase in the prices of low-sulfur
bunker fuel.

The levels of spot market prices for LNG decreased during the financial year 2019-2020, as a result of
the increase of production quantities in the United States, Russia, and Australia, while the rates of global
demand for the product did not witness any significant change. At this time, KPC signed a long-term contract
with Qatar Petroleum to import LNG at competitive prices.

Imports of fuel oil from global market were also reduced, and the demand of electric power plants was covered
using locally produced fuel oil and crude oil as required by national interest, in line with economic, operational
and strategic considerations, to promote dependence on local production, and not expose the strategic

needs of power plants to changes and fluctuations in global market in these exceptional circumstances.

The petroleum coke prices were stable due to lack of refinery production and the scarcity of the product, in
addition to the fact that Chinese refineries were facing an increase in demand for exporting outside China
and prices were constantly slowing down due to lack of demand.

It is worth noting that the refining margin during 2019 was about $0.82 per barrel when refining Dubai
benchmark crude in Singapore’s high-conversion refineries (Hydrocracker), while the refining margin for
Brent benchmark crude in Northwest Europe was about $3.7 per barrel of the same quality refineries
(Cranking).

In light of the current conditions witnessed in the world due to the outbreak of the emerging COVID-19, the
global demand for aviation fuel decreased during the first quarter of 2020 by nearly 60% of the normal rates
for the same period in previous years because of the closure of the airspace. However, KPC maintained
its marketing contracts with its customers due to the well-established relationship between the two parties.
The impact of the Corona crisis on the gas oil product was lower than its impact on aviation fuel, due to
the increasing land freight operations to secure consumer and medical supplies, in addition to the harvest
season in which demand for gas oil increased. However, the percentage of demand decreased compared
to last year for the general isolation measures aimed at stopping the spread of Corona virus, at a time when
producers reduced supplies after the decline of demand.

KPC has taken quick measures to change the production pattern of Kuwaiti oil refineries to convert the
intermediate derivatives of the refineries from aviation fuel to gas oil to increase profit margin. The Marketing
Sector has also relied on the close relations with the KPC’s customers to dispose of the surplus quantities
of petroleum products (aviation fuel and gas oil) to the KPC’s customers, in addition to using many marine
tankers as floating tanks, in the hope of resuming global demand for products after the easing of the economic
closure and the recovery of demand for oil and other products.

As for global petrochemical markets, the financial year 2019-2020 witnessed a sharp decline in the prices of
various petrochemical products, negatively affected by the application of partial and total lockdown policies,
which included many ports, road transport sectors and railways related to supply chain operations and
logistical support for petrochemical products. This led to a declining demand in all competitive markets
and an increasing supply due to the inability to access the sales channels of these petrochemical products
applications, resulting in a decrease in the prices of olefins and aromatics products, where the prices of the
polypropylene product decreased from the selling price of $1,000 per ton in January 2020 to $730 per ton
at this time, as well as in the prices of petrochemical aromatics, where the price of the paraxylene product
decreased since the beginning of the year from $850 to $400 per ton as the lowest trading price in the
petrochemical aromatics markets. In contrast, the prices of chemical fertilizers of urea product decreased
from $235 to $225 per ton, marking a slight decrease in its price, while the demand for chemical fertilizers
remains relatively high as a result of its relevance to food security, agricultural activities and crops.

In an effort to face these challenges and reduce the effects of the global crisis, a number of measures have
been taken, the most important of which is to maintain the continuity of fulfilling futures and spot contracts
over the coming period and until the end of 2020, in order to ensure the safe operation of the aromatics
complex to avoid production suspension, as well as the polypropylene plant in Kuwait and Vietham and the
urea and ammonia plants in the Kingdom of Bahrain, while maintaining the shipments of aromatic products
vessels (paraxylene) in accordance with the concluded shipping contracts (COA, CVCC) to avoid entering
the shipping markets and chartering vessels at this time, due to higher freight charges and risks compared
to concluded contracts.

All the above posed double operational challenges to the oil sector, but the efforts exerted by leaders of the
oil sector were clear and sufficient to address these challenges. A number of huge oil projects are under
commercial operation in 2020. Perhaps the most prominent of these projects that will be addressed later are
the Environmental Fuel Project and the Al-Zour Refinery Project.
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Crude Oil

The production capacity of Kuwait Oil Company (KOC) amounted to 2.806 MBPD of oil during the financial
year 2019-2020, with the aim of gradually increasing the sustainable crude oil production capacity in the
State of Kuwait (including the Divided Zone) to reach 3.5 MBPD in 2025. The share of KOC is 3.2 MBPD.

In pursuit of the KPC Strategic Directions, KOC has continued its efforts to increase and enhance the
production capacity of crude oil, to overcome obstacles and conduct several projects aimed at reaching
the target production. These efforts are still being exerted to reach the intended production capacity for the
coming years. In this context, the heavy oil central production facility was commissioned to produce heavy
oil from the Lower Fars reservoir (Ratqa field) in October 2019. The production capacity of heavy oil reached
23,000 BPD. The injection of water vapor into heavy oil reservoirs started from mid-January 2020, and the
first artificial lift pump entered into operation on February 24, 2020. Then, the heavy oil central production
facility and associated facilities for crude oil processing operations were commissioned. The heavy oil was
also started to be transported to the southern tanks on March 26, 2020, in preparation for its international
marketing and sales.

As for enhanced oil recovery, the world’s first single-well chemical tracer project for polymer injection
technique, as a thickening agent, has been successfully carried out. The water saturation rate in the Lower
Fars reservoir has been reduced to 19% after polymer injection. This step will be followed by a multi-well
field application to monitor and evaluate the technical and economic feasibility in a more accurate way in
preparation for the commercial application of the polymer injection technique.

Average Production Capacity of Crude Oil (million barrels of oil/day)
3.2

3.1

3.0

2.9

2.8

2.7

2.6

2020/2019 2019/2018 2018/2017

The second phase of the project of enhanced oil recovery using chemical injection technique was launched
in the Sabriya Mawdood reservoir in November 2019, being the first project in the world to use this technique
in a carbon reservoir. The second phase of treated water injection comes as an initial step to chemical
injection after about two years of the first phase of the project, which is of great strategic importance for the
State of Kuwait.

In addition to the above, bunkering operations were resumed on August 1, 2019 (after being suspended for
7 years) through single point moorings 20 and 21 by establishing a link between the 20” and 24” bunker
fuel lines. This achievement contributes to improving the efficiency of export operations and increasing oil

exporting capacity. The new single point mooring called “Blue Water” was opened in December 2019. ltis a
deep-water facility used to dock and load giant ships, in addition to pumping oil at high rates. It also serves
to bunker visiting ships, which contributes to maintaining export efficiency.

As for the Divided Zone, KPC and subsidiaries’s updated 2040 Strategic Directions aim at producing 300
KBPD in 2025, which represents the share of the State of Kuwait in the onshore Divided Zone and offshore
Divided Zone between the State of Kuwait and the Kingdom of Saudi Arabia. Perhaps one of the most
important achievements during the financial year 2019-2020 is the conclusion of the agreement to resume
operations in the Divided Zone between the State of Kuwait and the Kingdom of Saudi Arabia in December
2019 after negotiations that lasted for months. The key features of this agreement include:

- Reaching an agreement as between the State of Kuwait and the Kingdom of Saudi Arabia about the
production levels of the onshore Divided Zone and offshore Divided Zone,

- Updating the operating agreements applicable to the Wafra Joint Operations (WJO) and Khafji Joint
Operations (KJO), and agreeing on appropriate mechanisms for the future exploitation of the joint wealth
from the fields extending beyond the boundaries of the onshore Divided Zone and offshore Divided Zone,

- Making the necessary arrangements for the Kuwait Gulf Oil Company (KGOC) to own a half share of the
existing export facilities owned by the Saudi Arabian Chevron Inc. in the Al-Zour region, and

- Accelerating oil production resumption from the onshore Divided Zone and the onshore Divided Zone, and
the development and exploitation of the Al-Durra field.

In light of this agreement, production from KJO began after being suspended for more than 5 years. At the
end of March 2020, the production capacity amounted to nearly 90 KBPD. The first shipment of Khafji oil
amounting to approximately 950 thousand barrels was exported in the first week of April 2020. Preparations
are currently underway to resume production from the Wafra field. In the context of the company’s preparations
to resume operations in the Divided Zone, periodic maintenance has been carried out for more than 1,200
wells in WJO region to ensure the safety and complete readiness of those wells.

Despite the continued suspension of operations in the Divided Zone, KGOC continued its efforts during
the production halt to ensure the quick resumption of production and maximize the strategic value of oil
production. Therefore, data on the 3D seismic survey of the entire onshore part of the Divided Zone between
the State of Kuwait and the Kingdom of Saudi Arabia has been completely considered and analyzed, to
qualify KGOC to coordinate with the Saudi partner in the Divided Zone to match this data and determine the
activities and projects that will contribute to maximizing the strategic value of the common natural resources.
In addition, 95% of the project of drilling, completing and equipping 39 appraisal wells in the Wafra field has
been carried out and the entire project is expected to be completed in December 2022. On the other hand,
KGOC sought to intensify efforts to complete the project of installing a new oil pipeline to transport Hout
crude in the KJO region.

Gas

Proceeding from the belief in our ability to achieve the aspirations of the State of Kuwait to meet the local
needs of natural gas for the production of environmentally friendly energy in addition to the current and
future petrochemical industries feedstock, the KPC overall 2040 Strategic Directions aim at increasing the
production of free (non-associated) gas in the State of Kuwait (including the Divided Zone) to the equivalent
of 1,400 MMCFD in 2025, from which the net share of KOC is 900 MMCFD while the share of the State
of Kuwait in the onshore and offshore Divided Zone between the State of Kuwait and Saudi Arabia is 500
MMCEFD. 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 discovered in the
Umm Naga, Al-Raheya, Mutriba and other fields throughout the State of Kuwait.

In this regard, the rate of free (non-associated) gas production from KOC operations amounted to
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approximately 502 MMSCFD (on average) during the financial year 2019-2020, an increase of 58 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 increase 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.

Gas Flaring Ratios
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KOC also continued its efforts to reduce the rate of gas flaring in the company’s fields, which amounted to
2.29% until the end of this financial year, a decrease of 0.45% compared to the previous financial year, as
the company sought to control the rates of gas flaring in the West Kuwait operations area.

As for the optimal utilization of the inherent value of gas in the Divided Zone, a number of projects and
studies are being completed and implemented, such as the Hout Associated Gas Project (Ratawi limestone
reservoirs in Khafji), which is expected to be completed in December 2020, and the new Gas Pipeline
Construction Project from KJO region to the KNPC Mina Al-Ahmadi Refinery.

Furthermore, KGOC completed the program of environmental projects at KJO, aimed to reduce emissions
from gas flaring. These projects include the expansion and modification of FDPI the construction of two high
gas flares in accordance with international standards for civil aviation, and installation of a flared gas recovery
system, which contributes to reducing gas combustion in the region, as per the rates specified by the official
environmental authorities. This capital program comes within the KGOC'’s plan to meet the environmental
requirements necessary for resuming production. In addition, KGOC has repeated the FEED studies for the
Central Gas Utilization Project in WJO, and options are being evaluated for the optimal exploitation of gas in
the region in order to reduce the cost and duration of project implementation.

Exploration

As for compensating the produced hydrocarbon quantities by annually adding quantities of oil and gas
proven reserves in line with the KPC overall Strategic Directions, through improving techniques of extraction
from currently known hydrocarbon reservoirs, and continuing intensive exploration operations in the onshore
and offshore areas to reach targeted production rates, a new reservoir of crude oil was discovered in the
upper Burgan Formation in Bahra Field, where 1,045 barrels of APl 31.5 oil were produced per day. In
addition, the Zubair Reservoir in Southern Kuwait was successfully evaluated, showing promising positive
results and the necessary works is currently being conducted to determine the extent of the reservoir and
the optimal way to develop it.

In the same context, API 42 crude oil Owas extracted from the bottom Marrat Formation in the Kahlulah Field,
and the presence of oil of this quality was proven in the first Qatnyya Saline Formation in the Sabriya Field,
which has a significant impact in achieving the goal of increasing the reserves to reach the 2040 Strategic
objective of increasing production.

In addition to the foregoing, field operations for 3D seismic survey projects have been completed in Kuwait
Bay, Greater Burgan Field, and Khubrat Ali Field. These surveys are considered very important due to the

use of modern, advanced and diverse techniques in recording geophysical survey data, which contributes
to improving future exploration operations. The importance of seismic survey projects in general, and the
Kuwait Bay project and the surrounding areas in particular lies in increasing the oil reserves that can be
discovered through surveys, which enhances Kuwait’s economic position among the world’s oil countries.
These surveys are a way to re-evaluate Kuwait’s oil reserves, and the success of this vital project achieves
the public interest and delivers a great economic return for the country.

As for the offshore exploration operations, KOC signed a contract with the international company “Halliburton”
for Offshore Drilling and Exploration Project aimed at exploring oil and gas inside Kuwaiti territorial waters
during July 2019. This project is one of the most important projects implemented within the framework of the
KOC 2040 Strategy, as it will involve drilling of six Jurassic-Cretaceous exploration wells in the first phase
through offshore drilling rigs. The contract includes drilling support services, logistics for management of
port and boats of various categories to transport labor and materials. The period of the project’s first phase
completion is three years, with a period of one year for preparing and equipping the first drilling rig, followed
by a period of one and a half years for preparing and equipping the second drilling rig. Thus, the State of
Kuwait will enter a new era in the field of oil and gas production. The responsibilities of each party with regard
to facilitating the launch of offshore drilling and the role each will play in cooperation with Halliburton are
being discussed.

KGOC continued its efforts to improve exploration and development activities despite the continued
suspension of operations during 2019 in the Divided Zone in order to ensure the speedy resumption of
production. In this context, an internal study was carried out to assess the impact of halting production in the
Khafji Field. Furthermore, efforts were exerted to develop a velocity model for seismic waves, maps of the
deep formations structures and the implementation of the seismic transformation stage to know the physical
properties of the Southern Fawares formations in the WJO. Work is underway to evaluate all the six fields in
the WJO with the aim of determining the chances of their extensions in order to increase production.
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State of Kuwait

A Global presence in oil and gas production to
promote the position of the State of Kuwait

In light of the 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
the KPC 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 108
MBOE/D during 2019. KUFPEC added new oil reserves estimated at
21.5 MMBOE through the development activities completed during this
year. Thus, by the end of the year, the total proven reserves reached
approximately 451.8 MMBOE.

It is worth noting that the third development phase of gas production
from the Bison, Iguana and Gajah Puteri (BIGP) has started in the
Natuna project in Indonesia to support the current production level
from the field amounting to about 9.5 MBOE/D. In addition, Utgard
gas field in Norway started production in mid-September 2019 with
an estimated production rate of approximately 1,300 BOPD, bringing
production to 2,432 BOPD by the end of 2019.

The construction of the natural gas production facility dedicated for the
sale of LNG in the Australian domestic market under the Wheatstone
LNG Progect (Phase 1) was completed in March 2019, with the sale
and supply of LNG to six contracted clients already commenced.

In addition to the foregoing, preparations have also started to implement
the drilling program for the Julimar field development project (Phase
II) in the Wheatstone LNG project, which began in mid-January 2020.
Exploratory drilling operations have been completed in the SK-410B
project in Malaysia, which resulted in the discovery of huge quantities
of potential resources of natural gas, and work is underway to evaluate
them and study options for their development. Work is also underway
to evaluate exploratory drilling operations in the Geisum project in
Egypt, evaluate potential resources, and study development options.

Within the framework of the efforts made to enter into economically
feasible investment opportunities, 5 new operated assets have been
acquired in the exploration phase: the WA-538-P and WA-539-
projects in Australia, the Makhad project in Pakistan, and the Anambas
project in Indonesia with an operating share of 100% for each of the
four projects. The company also acquired a new exploration project in
Australia, WA-536-P project, as a JV in which the company owns 35%.

On the other hand, the company did not renew the exploration licenses
related to two projects in Norway (PL046D, PL81), as part of the efforts
to dispose of non-feasible assets.

| Kuwait Petroleum Corporation
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Supplying high-quality petroleum products to meet the local market needs,
withstand globally fierce competition, and maintain the international
markets of the State of Kuwait.

The KPC updated overall Strategic Directions call for expanding refining capacity within the State of Kuwait
at the highest manufacturing level, by reaching (a maximum of) 1.6 MBPD in 2025, where the strategic
objective of the refining and manufacturing sector within the State of Kuwait will be achieved through
operating the Environmental Fuel Project (developing existing refineries) and the Al-Zour Refinery Project
during 2020, which also ensure revenue generation for the State of Kuwait by developing existing refineries
to produce petroleum products with international high-quality specifications.

The Environmental Fuel Project aims to develop the Mina Abdullah Refinery and Mina Al-Ahmadi 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.

All project works have recently been completed at Mina Al-Ahmadi Refinery after the successful operation
of the last two production units within the project, where the first shipment of high-quality diesel has been
exported in January 2020, and thus this shipment is considered the first product of the Environmental Fuel
Project. Hence, KNPC becomes able to produce high-quality diesel with a low sulfur content of ten parts per
million and in line with the strictest international environmental specifications, which is considered one of the
most prominent and important objectives behind the implementation of this vital project. Work continues at
an accelerated pace to complete the remaining units of the project in the Mina Abdullah Refinery.

The Company’s achievement in this project is also one of its kind in the world, as no oil refining company
has ever been able to subject its existing refineries to such a huge modernization process while continuing
production operations to fulfill its commitments towards its local and international customers. This project
will make the State of Kuwait more influential in the global market in light of its increased competitiveness to
meet the strict requirements and conditions imposed by the global market, such as reduction of sulfur and
other impurities and production of environmentally friendly oil derivatives.

As for the KIPIC Al-Zour Refinery project, it is expected to operate gradually at the end of 2020, with a refining
capacity of 615 KBPD (assuming refining Kuwaiti crude oil) to produce high-quality 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 95.5% complete by the end of March 2020. The refinery operating
program was launched and the operating teams were formed. It is worth noting that the mechanical works
of all main refining units have been completed and all 188 prefabricated units in the Republic of China have
been received and installed on the site. 42 out of 66 tanks for the Al-Zour Refinery have Iso been completed.
In addition, the two operation and maintenance (O&M) contracts for the secondary units of Al-Zour Refinery
have been signed and the work commenced on November 1, 2019. This contract is the first of its kind in
the oil sector and its works is divided into two scopes; the first is related to the services of operating and
maintaining sulfur handling units, tanks and marine facilities while the second is related to the services of
operating and maintaining industrial wastewater treatment units.

In this regard, the refining rate in the State of Kuwait during the financial year 2019-2020 amounted to
about 619.4 KBPD trough operating the current local refineries (Mina Al-Ahmadi Refinery and Mina Abdullah
Refinery). Below is a breakdown of the refining rates in the refineries during the previous two financial years:

Refining rates in refineries (thousand barrel/day)
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The above graph makes it clear that oil refining rates were lower than last year by 10.5%, due to scheduled
maintenance works as per the comprehensive plan for the two refineries operations, in addition to the
Distillation Unit No. 3 in the Mina Al-Ahmadi Refinery being out of service from November 27, 2019, coinciding
with the Environmental Fuel Project operating plan.

The following data shows the produced quantities of petroleum products for the financial year 2019-2020:

Quantities Produced in KNPC Refineries during FY 2019-2020 (thousand metric tons)
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Data of quantities of petroleum products (Thousand metric tons)
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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 (BCFGPD). Natural gas delivers several economic and
environmental benefits, the most important of which is minimizing gas emissions, especially sulfur oxides,
Nitrogen Oxides and carbon dioxide. Other fuels such as crude oil, gas oil and fuel oil is also provided. Gas
is used in electric power plants and other industries such as petrochemicals, as well as for the production of
liquefied gas for domestic uses.

This plant was opened in 1978, and it consists of four units to extract propane, butane and natural gasoline.

Below is a breakdown of the produced quantities of liquefied gas, including lean gas, in the Mina Al-Ahmadi
Refinery:
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KNPC is also implementing several capital projects along with the Environmental Fuel Project, perhaps the
most prominent of which are:

1- A project for constructing a fifth unit for the production of liquefied petroleum gas at Mina Al-Ahmadi
Refinery. This project aims to establish a fifth unit for the production of liquefied petroleum gas in light of
the expectations of an increase in gas and condensate production. The project scope includes detailed
engineering designs and the procurement, supply and installation of equipment for the construction of the
fifth unit with a capacity of 805 MSCFPD of gas and 106 KBPD of condensate, in addition to the construction
of a new common unit for the treatment of fuel gas for the fourth and fifth gas liquefaction units This project
is expected to be completed in March 2021.

2- In the field of environmental preservation, KNPC carries out a project to build a new acid gas removal
plant (AGRP) and rehabilitate the current AGRP at Mina Al-Ahmadi Refinery, in order to be able to treat all
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 resulting from petroleum operations with the aim of preserving the environment, and the new unit
is expected to be operated in June 2020. With regard to modernization of the current unit, a feasibility study
was recently completed and the available alternatives for its implementation were considered in light of the
future gas quantities expected to be produced locally.

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 is about to complete front end engineering design (FEED) for the
petrochemical complex project (Aromatics Il and Olefins Ill) integrated with Al-Zour Refinery. KIPIC is also in
the process of obtaining the necessary approvals for the final investment decision.

It is worth mentioning that approximately 60 opportunities have been identified for integration with Al-Zour
Refinery, which may save about $695 million on the project capital cost and approximately $376 million on
the annual operating cost.
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Seeking to assume a leading global position in refining, manufacturing,
marketing and retail operations.

Crude Oil Refining

160 thousand barrels of Kuwaiti oil were being refined per day in the Vietham Refinery during the financial
year 2019-2020, in line with the overall Strategic Directions to dispose of 425 thousand barrels of Kuwaiti
hydrocarbon resources per day by 2025 through external refineries. The refining capacity of crude oil in both
Vietnam Refinery and Milazzo Refinery reached approximately 275 thousand barrels per day.

For the sake of maintaining the highest refining rates, the full maintenance works of Nghi Son Refinery -
Vietnam was completed in December 2019 with the aim of raising the efficiency of the refinery which, after
maintenance, reached a refining capacity of 220 KBPD although the original capacity was estimated to
be 200 KBPD. It is worth noting that the Nghi Son Refinery was designed to refine 100% of Kuwaiti crude
oil. 35.1% of this project is owned by Kuwait Petroleum International (Q8), while 64.9% is owned by other
partners: 35.1% owned by Idemitsu, a Japanese company, 25.1% owned by PetroVietnam, and 4.7% owned
by Mitsui.

As for the Dugm Refinery in the Sultanate of Oman, the detailed engineering phase of the project has been
successfully completed and the integrated project management team has moved to the works implementation
site. The EPC phase of the Dugm Refinery project has been 56% completed during the financial year 2019-
2020. The project is expected to be completed in the third quarter of the financial year 2021-2022. It should
also be noted that the Dugm Refinery has a refining capacity of 230 KBPD, with the ability to refine 100% of
Kuwaiti crude oil, but it was agreed that only 65% of crude oil would be refined, with Q8 owning a 50% stake
in the refinery.

In addition, the basis of design for the Petrochemical Complex project in the Sultanate of Oman have
been completed. The production unit technology licensees were selected, and the front end engineering
design (FEED) phase has already commenced in March 2020, with the complex aiming to mainly produce
polypropylene, polyethylene and ethylene glycol.

Retail Operations

As for maintaining the competitive position in the European retail market and expanding in promising markets
with high growth, KPI has managed to sell 2.2 million cubic meters of petroleum products in Europe through
the KPI-owned marketing operations, as the company owns 4,146 retail gas stations mostly located in ltaly,
Netherlands, Belgium and Luxembourg. In addition, 276 new retail gas stations were opened during the
financial year 2019-2020.

As part of the KPI‘s efforts to enhance its competitiveness in Europe, about 75 gas stations were acquired to
improve the coverage of the company‘s gas stations network in Belgium, in a region where the company had
no previous presence. The procedures to acquire 67 stations in Spain were completed. On the other hand,
KPI was keen to accept Q8 Electric cards in more than 25,000 electric power supply stations in Belgium,
Netherlands and Luxembourg, and to adopt AVIA cards directly in Netherlands by adding 300 stations to the
AVIA approved system in the Tango network. It is worth mentioning that OKQ8 has become the best network
of biofuel (HVO) stations in Sweden with 100 stations.

The company has signed anlinternational Diesel Services (IDS) card distribution contract with Hellenic
Petroleum in the Hellenic Republic, and the network of acceptance cards has been expanded by adding
49 approved sites to the IDS diesel card distribution network in Belgium, Netherlands, France, Germany,
Spain, Portugal and Serbia, where International Diesel Services is provided - a network of fully automatic
stations available 24 hours a day 7 days a week to supply diesel fuel to 17,500 road transport companies in
21 European countries.

As for lubricating oils, KPI has started the process of blending oils for OKQS8 at its plant in Belgium.

In order to improve the competitiveness of marketing non-petroleum products at gas stations, a new gas
station was launched including a car wash station in Italy, in addition to a FOOD STOP-branded restaurant
in partnership with Autogrill. This comes within the framework of implementing the strategy of auxiliary Non-
Fuel activities by providing restaurant services and food outlets at KPI-owned gas stations in partnership
with strategic partners in Italy. In addition, a Starbucks corner was provided in all KPl-owned stations in
Sweden, leading to a significant improvement in sales.

As for the high-growth markets in Asia (outside Europe), the fourth 1Q8 gas station for was opened to the
north of Yong-Yi Province in Vietnam, as part of the expansion plan in Vietnam in cooperation with the KPC
International Marketing Sector.

Aviation Fuel Supply

In line with the KPC directions to sell Kuwaiti petroleum products outside the State of Kuwait, Kuwait
Petroleum International Aviation (Q8Aviation) signed a contract to renew an agreement with Easy Jet for
another 4 years, covering 28 airports. A contract ha been renewed to supply Air France with aviation fuel at
the French Charles de Gaulle and Orly airports for another year, in addition to commencing the management
of refueling operations at Jeddah International Airport by Jeddah Aircraft Refueling Company, in which KPI
owns 30%.
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Promoting petrochemical operations within the State of Kuwait and
abroad in line with global demand and to protect KPC from fluctuations
and changes in oil industry.

Petrochemical Industries Company (PIC) made significant local and global achievements in the field of
petrochemicals, downstream industries and specialty chemical products during the financial year 2019-
2020, despite the declining prices of these products during same financial year.

Local Operations

The following graphs show the breakdown of the petrochemical quantities produced and sold through local
operations during the financial year 2019-2020 compared to the quantities produced and sold during the
financial year 2018-2019:

Quantities of produced petrochemical products for local operations
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It is worth noting that the reasons for the decrease in the production of paraxylene, benzene and styrene
products in the financial year 2019-2020 compared to the previous year are due to periodic maintenance
work, while the decrease in the production of polyethylene and ethylene glycol (EQUATE) is due to the fact
that the quantities of feedstock gas supplied to the plant were less than planned quantities.

The polypropylene plant was officially handed over to and operated by PIC on January 1, 2020, which had
been under the management and operation of EQUATE Petrochemical Company. The process included
transferring the plant’s operations to its full production capacity as per the approved timelines to ensure the
safe transfer of operations while maintaining the efficiency of the plant’s operation. This step particularly
supports the KPC aspirations to develop its operational capabilities in petrochemical industry.

Global Operations

- A deal was entered into to acquire 49% of existing specialty petrochemical plants on February 29, 2020. In
this context, a joint venture was established between PIC and the other party for the production of specialty
petrochemicals.

-In September 2019, one of the world's largest plants for the production of ethylene glycol was opened by
MEglobal, a subsidiary of EQUATE. The project aims to produce 750,000 tons per year of ethylene glycol.

- As for the 50:50 joint venture aimed at establishing a plant for the production of polypropylene (PP)
with a production capacity of 550 thousand tons per year with the Canadian partner, Pembina, approvals
were obtained by the KPC board of directors and the partner's board of directors to move forward with the
engineering, procurement and construction (EPC) phase. Accordingly, contracts have been signed regarding
the two packages of the propane dehydrogenation (PDH) unit and the polypropylene unit. The marketing
plan for the initial phase of the project and the relevant marketing budget have been developed.

- In September 2019, an agreement was also signed by the Polymer Marketing Sector with Western
Hemisphere and the KGOC office in Houston, Texas to make full use of the existing foreign offices and
enhance the presence in the American markets.

The following graph shows the petrochemical quantities produced and sold through global operations during
the financial year 2019-2020 compared to the quantities produced and sold during the financial year 2018-
2019:
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Distinguished marketing experience
to compete in increasing the global
market shares of Kuwaiti oil, Kuwaiti
petroleum products and liquefied
gas, thereby achieving the highest
revenues for the State of Kuwait
while excelling in managing KPC
various operations.

In line with the KPC overall 2040 Strategic Directions in the field of marketing, the KPC
International Marketing Sector seeks to maximize the value of Kuwaiti hydrocarbons by marketing
them in safe, diversified, long-term outlets. This endeavor was supported by the achievements
accomplished during the financial year 2019-2020 as follows:

Kuwaiti Oils

A new contract was concluded with Aramco Trading Company to export Kuwaiti crude oil and light oil to Saudi
Aramco refineries in Asia (South Korea and Malaysia) as of January 2020. A new contract was concluded
with the Chinese company UNIPEC for exporting Kuwaiti crude oil (KEC), and another contract was signed
with Egyptian General Petroleum Corporation (EGPC). In addition, an integrated plan wa implemented to
market Kuwaiti light crude oil by selling spot shipments to KPC customers. In this context, a spot shipment of
Kuwait Super Light Crude (KSLC) was sold to the Korean S-Oil Corporation for the first time in May 2019.
Another spot shipment wa sold to Pakistan Refinery Petroleum, marking the first introduction of Kuwaiti
crude oil into the Pakistani market.

It is worth mentioning that the KPC's total exports of crude oil amounted to about 738.9 million barrels to
various Asian markets, Atlantic markets, the United States, Europe and the Middle East, as shown in the
map below.

Kuwait's Exports of Kuwaiti Oil
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The Global Marketing Sector also developed new sales contracts in China, Korea and Pakistan during the
financial year 2019-2020. It was also keen, and successfully managed, to provide the required quantities of
crude oil for the KPI Vietnam Refinery project, despite the numerous operational challenges obstructing the
project, which caused many changes in the rates of required shipments and shipping dates.

Quantities of Kuwaiti oil sold globally
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Gas and Petroleum Products

The International Marketing Sector managed to increase the expected revenues of LPG sales contracts by
more than two and a half million US dollars, either by raising the pricing margin or by diverting shipments
to contracts with higher returns, while maintaining the KPC marketing share of liquefied gas sales in vital
markets (e.g. Japan, Korea, India) and growing markets (e.g. Thailand, Vietnam) by renewing long-term
contracts, as well as increasing the contractual quantities of the KPC share in the Chinese market and other
markets. In this context, contracts were concluded with several Chinese companies, involving quantities
amounting to 660 thousand tons per annum (equivalent to 11% of Kuwait’s total exports), which led to
an increase in the KPC market share in China, the second largest economy in the world, in addition to
concluding a contract with the Indian company, Reliance, to export 500 thousand metric tons.

An outlet has been engaged to continuously market the surplus butane product at record prices by concluding
a medium-term contract with the Indian company Reliance as of August 2019 until June 2020. This contract
is the first of its kind for the last ten years. Another annual contract was concluded with the same company
at a standard premium. It is worth noting that contracting with this new client enhances the KPC’s presence
in the Indian market, classified as one of the largest and most growing markets in the Asian continent.

On the other hand, KPC was keen to maintain its market share of the naphtha product in the Asian markets,
especially the significant ones, such as the Japanese and Korean market, through the renewal of the KPC
annual contracts. A spot shipment of the light naphtha (28 KT) was sold at a record price (MT $60.08), which
is the highest price ever achieved by KPC.

It is worth noting that the Chinese petroleum coke market was successfully tapped by a spot contract entered
into in April 2019, as a result of which a long-term contract was concluded for 2020, as the Chinese market is
the world’s largest exporter and importer of petroleum coke. As for the sulfur product, KPC was committed to
supply 1,980 thousand tons in total (contracts/optional quantities), and it increased the volume of shipments
from 25 thousand tons to 30 thousand tons in order to help customers reduce the cost of shipments.
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Quantities of sold petrochemical products for global operations 2019-2020
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As for aviation fuel, a semi-annual sale contract was signed to supply Litasco with gas oil with sulfur content
500 ppm. Another contract was signed with SHELL to supply it with aviation fuel. In addition, two shipments
of heavy gas oil with high sulfur content were sold at a premium of approximately $100 per metric ton over
the price of fuel oil in the global market, achieving an additional total value of approximately $5 million.

Meeting Local Market Needs

An amount of $67 million was saved during April 2019 through importing LNG to meet the needs of the
Ministry of Electricity and Water instead of burning diesel, HFO and oil. It was also agreed to import two
shipments of HFO for June 2019 to avoid burning crude oil at the MEW stations, which in turn led to savings
of approximately $12,25 million. Additionally, shipments of HFO (up to 150,000 metric tons) were imported to
fulfill the power plants’ needs of fuel oil and avoid the use of higher-value crude oil, thus achieving financial
savings of nearly $11 million.

Within the same context, a long-term contract was signed with Qatar Petroleum (Qatargas) to meet the
Kuwait’s needs of LNG starting from 2022 for 15 years at competitive prices. Meanwhile, a memorandum
of understanding was signed with the Republic of Ethiopia to conclude long-term contracts to cover the
country’s needs of intermediate derivatives.

On the other hand, a bunker fuel (S 0.5%) purchase contract was concluded to supply the fleet of KOTC with
bunkering fuel from the Port of Fujairah in order to get vessels ready to meet the new binding standards of
the International Maritime Organization (IMO 2020) using S 0.5% instead of S 3.5% as of January 1, 2020.
In thi regard, the first shipment of bunker fuel conforming to the IMO specifications was successfully supplied
on January 2, 2020 to the Kuwaiti bunker fuel barge “Sidra 2.

It is worth mentioning that the quantities of ethane gas supplied to EQUATE were increased during October
and November 2019, resulting in profits of $18 million.

Kuwait Petroleum Corporation
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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

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 economic techniques. In this pursuit, the company achieved the following during the financial
year 2019-2020:

Fleet Operations Activity

KOTC currently owns a fleet comprising twenty-nine (29) tankers, i.e. ten giant crude oil tankers, fourteen
petroleum product tankers of various sizes, and five giant liquefied gas tankers. This indicates that five new
tankers joined the fleet during this financial year as part of the fourth phase of the fleet modernization plan.

Three New Giant LNG Tankers
Al-Mubarakiya, Al-Ahmadiya and Umm Al-
Ruwaisat with a capacity of 84 thousand
cubic meters each

Two New Petroleum Product Tankers
Al-Adailiya and Al-Yamamah with a
capacity of 48 thousand metric tons each

Thus, the fleet total tonnage amounted to about 4.34 million metric tons, an increase of 26,000 metric tons
compared to the last year. KOTC charters its entire fleet to KPC on an annual basis.

The KOTC fleet transported 26.869 million metric tons of crude oil, petroleum products and liquefied gas
during this financial year, an increase of 3.82% over the last year, and the quantities transported from Kuwait
amounted to 20.086 million metric tons. As concerns the operating rate of tankers, it amounted to 95.26%
this year, signifying a decrease of 2.81% compared to last year, due to the docking of a number of tankers.
It should be noted that the KOTC fleet carried out these operations with high efficiency without causing any
marine pollution incidents.

Shipments Transported to Different
Ports of the World

Tonnages by Geographic a Distribution

s
0.56, 2%

0.78, 3% Ag. %
B

=]

(Million metric tons)
(Million metric tons)
.
=1

2019/2020 2018/2019 2018/2017

W Africa W Asia Middle East Europe B Crude oil M Petroleum products liquefied gas

Kuwait Petroleum Corporation

Proceeding from the KOTC’s keenness to apply international requirements and standards, the main engine
lubrication oil mixing systems (ICOLUB) were installed on board 18 tankers in order to maintain the actual
and optimal operation of the main engine in accordance with international requirements (Sulphur CAP
2020) in order to use low-sulfur fuel (0.5%). These requirements have been studied and an optimal solution
was reached by using engine lubrication oil mixing equipment, which in turn maintains the efficiency of
engine cylinder lubrication and effectively reduces oil consumption, which benefits KOTC while preserving
environment.

Ballast water treatment sytems were also installed on 9 of the KOTC tankers, in line with the IMO environment
preservation requirements which obliges all tankers to install ballast water treatment equipment to reduce
the migration of marine life from one place to another which causes damage to regional waters of different
countries.

The company has applied the new MARPOL Annex VI (MEPC Resolution) regulations to all fleet tankers
in record time as per a specific plan, in order to improve fuel efficiency. Moreover, it applies the SEEMP
principle and urges its employees to reduce fuel consumption, which reduces the amount of emissions to
preserve the environment.

In addition, KOTC prepared an organizational plan aimed at reducing waste on board all tankers, which led
to a significant difference between the actual waste disposed by tankers and the international requirement,
as all hazardous and recyclable waste is safely disposed of once the tanker arrives the port of discharge.

It is worth mentioning that KOTC won the ME Operator of the Year award from The Maritime Standard in
October 2019.

In line with the IMO environment preservation requirements, all tankers must install ballast water treatment
equipment to minimize the mgration of marine life from one place to another which causes damage to
the territorial waters of different countries. Therefore, KOTC is currently in the process of installing these
systems on board tankers with gross tonnage (GT) exceeding 5,000 tons. As a result, these systems are
being installed on board 9 tankers out of 13 tankers.

Additionally, KOTC prepared an organizational plan aimed at reducing waste on board all tankers, which led
to a significant difference between the actual waste disposed by tankers and the international requirement,
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as all hazardous and recyclable waste is safely
disposed of once the tanker arrives the port of
discharge.

It is worth noting that KOTC has applied the
new MARPOL Annex VI (MEPC Resolution)
regulations to all fleet tankers in record time
as per a specific plan, in order to improve fuel
efficiency. Moreover, it applies the SEEMP
principle and urges its employees to reduce
fuel consumption, which reduces the amount of
emissions to preserve the environment.

Hence, The Maritime Standard awarded KOTC
the ME Operator of the Year award in October
2019.

As for the KOTC's efforts to rationalize operating
expenses and enhance operating capacities to
promote competitiveness in the market, the Dry
Dock contract for docking and maintenance of
tankers has been improved by extending the
time period from 2.5 years to 5 years, in line
with the principles applied in the global maritime
transport industry.

Marine Agency Branch

The Marine Agency Branch has been providing
various types of maintenance and repair services,
providing tankers with supplies and spare parts,
transporting inspectors and sailors, as well as
providing pilotage services and administrative
services to 1,277 tankers from Kuwaiti ports
during the financial year 2019-2020; of these
tankers, 173 are Kuwaiti and 1,104 are non-
Kuwaiti.

Maritime Transport
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Local Market Supply

Kuwait Petroleum Corporation

Self-sufficiency in terms of petroleum products to meet the needs of
local market now and in the future from local refineries

In line with the KPC overall 2040 Strategic Directions to fulfill the current and future energy needs of the
State of Kuwait by supplying a mixture of different types of economically and environmentally 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, elow are the most important
achievements in the field of energy supply:

Fuel Supplies to the Ministry of Electricity and Water (MEW)

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 financial year 2019-2020 compared to the amounts of fuel and gas supplied during financial
year 2018-2019:
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KPC, represented by KIPIC, is currently constructing the project of LNG import permanent facilities 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 96.32% completed by the end of March 2020, as the project‘s main power plant and its sub-
stations were successfully commissioned 6 weeks earlier than the planned date, in addition to successfully
submerging the subsea pipelines feeding the project of LNG import permanent facilities.

Liquefied Gas Cylinders Filling Operations

The production of the two liquefied gas plants (Shuaiba and Umm Al-Aish) amounted to approximately
17,796 million cylinders of different sizes for
the financial year 2019-2020, an increase
of 5.15% compared to last year, in addition
to the noticeable increase for this financial
year in the ratio of distribution of 12-kg
gas cylinders (used in homes) ) by 3.46%
compared to last year, with a total distribution
amounting to 16,509 million cylinders. 17

Liquefied Gas Cylinders Filling Operations
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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 supermarket, 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.

In this context, five new fuel stations were recently opened in the new cities of Sabah Al Ahmad and Jaber
Al Ahmad and northwest of Sulaibikhat as part of the first phase which involves constructing 18 new fuel
stations in various locations. The design of the new stations is a quantum leap in its modern appearance
and advanced technologies which provide multiple services in an easy and seamless manner. In addition,
these stations are environmentally friendly. The construction of these stations coincides with the launch of
e-payment service via the e-petrol application. The remaining stations within the first phase are currently
being implemented.

A feasibility study and FEED for the construction of 15 new fuel stations have also been finalized, and
licenses are being obtained, followed by the required approvals, from government agencies.

A feasibility study and FEED tender was also launched for the third phase, which includes the construction of
25 new fuel stations. The submitted proposals have been evaluated and the required approvals are currently
being obtained.

It is worth noting that the total currently operating stations are 48 stations in addition to two mobile fuel
stations. The following data shows the breakdown of the local marketing sales of gasoline during the financial
year 2019-2020 compared to the planed and actual sales during the financial year 2018-2019:

It is worth noting that despite the decrease in gasoline sales during the financial year 2019-2020 as a result
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of 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, generally, local market sales increased for
the financial year 2019-2020 compared to the previous financial year 2018-2019.

The following data shows the breakdown of local marketing sales during the financial year 2019-2020
compared to the planned and actual sales during the financial year 2018-2019:
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Solar Power Generation

In line with the vision of His Highness Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah that 15% of the total
energy demand in Kuwait will be met through renewable energy by 2030, KNPC has carried out a project to
install solar panels on 10 gas stations at a cost of KWD 700 thousand, thereby generating renewable electric
energy equivalent to 30% of the stations’ consumption. KNPC will also introduce the concept of renewable
(solar) power within its project to construct 100 new fuel stations in various regions of Kuwait.

Fuel Sales for Local Marketing
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Health, Safety, Security and Environment

Kuwait Petroleum Corporation

Commitment to health, safety, security and environment (HSSE)
standards as the top priorities of the oil sector to achieve a world-class
performance level towards creating a safe and healthy environment

KPC and its subsidiaries implement the highest health and safety standards in all locations in which it
operates. KPC also pays special attention to the phenomenon of climate change by focusing its efforts on
reducing carbon dioxide and greenhouse gas emissions. In order to achieve this, KPC and its subsidiaries
exerted the following efforts:

- A study to establish an energy management system was approved by the Steering Committee for the
Implementation of 2040 HSSE Strategic Plan, which aims to identify opportunities to increase energy
efficiency and reduce greenhouse gas emissions.

-As part of KPC's keenness to meet its share of the State of Kuwait's commitments in managing greenhouse
gas emissions, the update to the greenhouse gas strategy and roadmap was approved by Steering Committee
for the Implementation of 2040 HSSE Strategic Plan and circulated to oil affiliates for implementation.

In Addition, KPC and its subsidiaries carry out their operations in accordance with the HSE international
best practices in order to ensure the safety and health of employees, contractors, suppliers, customers
and the community and to ensure the protection of the environment wherever they operate, with the aim of
reducing the environmental cost of its operations and preserving the country‘s natural resources for future
generations. In this pursuit, they sought to reduce the lost time injury frequency rate (LTIFR), reaching
0.0205 accidents per 200,000 working hours till the end of this year, while the total quantities of oil spills
amounted to 643 barrels.

Lost Time Injury Rate (LTIFR) Spilled Oil Quantities

£ 0.03 800

2

2

= 600

g 0.02 =

g g

g S 400

g 8

,:; 0.01 o

5

8 0 0

<

2019/2020 2018/2019 2019/2020 2018/2019

Regarding the most prominent achievements of KPC and its subsidiaries in the field of health, they are a
follows:

-KOC launched an official website for Al-Ahmadi Hospital, which is the official online portal available around
the clock for all patients, employees nad users to easily communicate across all oil companies. Among the
services provided by the site is booking/canceling appointments, updating patients‘ data and opening a new
medical file.

- Al-Ahmadi Hospital also achieved a new medical breakthrough by adopting a revolutionary technology
to treat uterine fibroids in women without the need to use radiation. This advanced technology is the first
Magnetic Resonance-guided Focused Ultrasound (MRgFUS) system in Kuwait and the region. It is a new
solution known as “ExAlbate 2000” approved by the US Food and Drug Administration for the treatment of
uterine fibroids. In addition, Al-Ahmadi Hospital added another achievement to its series of achievements by
performing a surgical operation taking place for the first time in Kuwait, where a shoulder joint was replaced
by two high-level specialized Kuwaiti surgeons. What makes this achievement more significant is that it

will attract many patients and make it easier for them to undergo this kind of surgical operation, as patients
suffering from this condition have been referred abroad for treatment.

- Moreover, KOC successfully carried out the first medical evacuation operation in the history of the Kuwaiti
oil sector, using helicopters to evacuate a medical case from the Umm Al-Aish gas cylinders plant affiliated
to the associate KOTC.

On the other hand, KPC and its subsidiaries won a number of international awards in the field of health and
safety in the financial year 2019-2020, perhaps the most prominent of which are the following:

-KOC has deservedly been awarded the first rank in the New Zealand International Firefighter Challenge in
May 2019.

-KNPC also received a high global recognition in the field of HSE by winning the ME Energy Award 2019,
awarded for the first time by three international magazines, i,e. Refining and Petrochemical, Utility, and Oil &
Gas, during the ceremony held in Dubai in the presence of high-level officials from the largest oil companies
from around the world. the company was announced as the winner of the first award after a fierce competition
with a large number of companies operating in the energy field in the Middle East. Winning this award resulted
from an electronic application presented by the KNPC senior process safety eng. Ahmed Ismail Ahmed,
through which he presented a system for electronic monitoring and for evaluating the performance of safety
standards in the company’s refineries. The benefit of the aforementioned application was demonstrated in
improving performance indicators in the field of safety within the KNPC various sites.

- Additionally, KNPC achieved a remarkable achievement by winning prestigious international awards in the
field of occupational health and safety through competitions with hundreds of leading companies. Five of
the KNPC sites received the International Safety Awards 2019; these are Mina Al-Ahmadi Refinery, Mina
Abdullah Refinery, Local Marketing Department, Projects, and the Company‘s Headquarters). Granted by
the British Safety Council, this award is one of the most prestigious globally approved awards in a critically
important field, that is occupational health and safety. The Award Committee commended the KNPC efforts
and commitment to international standards and requirements in the field, and its keenness to apply health
and safety rules in its various projects and operations.
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Kuwait Petroleum Corporation

- In the same context, KOC received two international environmental awards, the first of which was the
Energy Globe Award in February 2020, which came as a recognition of the company’s achievement in
managing the Kuwaiti Soil Remediation Program which is the largest bioremediation program of its kind in
the world. The second award is the International Corporate Social Responsibility Excellence Award received
from the Green Organization, a global organization that has promoted environmental best practices for
nearly 30 years. The awards ceremony was held in the UK House of Parliament, in which KOC recieved an
award for “Sustainability/Emissions Reduction”, in recognition of its achievement in reducing gas flaring from
20% during FY 2008-2009 to nearly 0.062% during the first quarter of FY 2015-2016.

- Kuwait Aviation Fuelling Company (KAFCQO), a KNPC subsidiary, received the RoSPA Gold Award for
Health and Safety and the RoSPA Fleet Safety Award, while KPI won the RoSPA Gold Award for Health and
Safety for the ninth time in a row.

To complement the efforts exerted to preserve and protect the environment, the following achievements
were made by KPC and its subsidiaries:

- A working group was formed under the leadership of PIC and the membership of KPC, KNPC, KIPIC,
and EQUATE to study the implementation of an important initiative related to plastic waste recycling and
conversion into value-added petroleum products. This initiative is considered one of the initiatives aimed at
directly serving the environment and supporting the application of sustainability concept adopted by KPC
and its subsidiaries.

-KOC also held the "Forum on Kuwait Environmental Remediation Program”, in cooperation with the parties
involved in the project which is considered the largest soil remediation project in the world. The forum brought
together all interested parties wishing to learn more about the program, included the exchange of plans and
strategies related to soil remediation, and formed a platform for exchanging information and awareness
and providing an opportunity to communicate with contractors and other specialist parties, in addition to
creating open communication channels, providing a starting point for communication, and developing and
strengthening capabilities of different working groups.

- As for KOTGC, its fleet operations are in full compliance with the requirements of International Safety
Management Code (ISM) and international standards for quality (ISO 9001: 2015), environmental
management (ISO 14001: 2005), and occupational health and safety (OHSAS 18001: 2007), in addition
to the continuous compliance by the Marine Agency with the international requirements and standards for
quality and environment (1ISO9001:2015

& 1SO 14001:2015), and its continuous

application of the requirements of the

quality and environment management Total Workforce Involved in Operating and

system. Non-Operating Roles in KPC and Its Subsidiaries

It is worth noting that, since the outbreak
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Investing in Human Capital

Kuwait Petroleum Corporation

Believing in the importance of human capital and investing in the
development of the competencies and skills of the sector’s workforce
as this aspect is closely related to the general performance level

of KPC and its subsidiaries and the extent of the development and
advancement of the local oil industry.

The total workforce involved in
operating and non-operating roles
of KPC and its subsidiaries are
21,843 employees at the end of
the FY 2019-2020. The number of S
national workforce in the oil sector e
reached 18,907 Kuwaiti employees,

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

21,700

bringing the Kuwaitization rate in ol
KPC and its subsidiaries to nearly 21500
86.6%. During the FY 2019-2020, 26400
KPC and its subsidiaries appointed 21,300
1,035 Kuwaiti employees compared 2,200
to 78 non-Kuwaiti employees. 21,100

These appointments included 180 ] Bryams

diploma holders specializing in
refinery operations technology to
work in KNPC.

In terms of creating job opportunities for Kuwaitis on contractual basis and encouraging the private sector
to attract national workers, KOC Kuwaitized approximately 3,780 contract employees, bringing the number
of Kuwaiti contract employees in KPC and its subsidiaries to 5,028 employees, which is equivalent to the
Kuwaitization percentage in contractor contracts (27.53%).

Emanating from their belief in the importance of the human capital and their efforts to create a high-level
group of Kuwaiti technical workers through paying attention to training programs, KPC and its subsidiaries
continued to launch many initiatives and programs to develop and train its cadres. The key initiatives and
programs include the following:

- KOC developed an advanced program for 60 workers in coordination with the Kaizen Institute in the
Netherlands and Germany to instill the company’s values in the new employees. This is in addition to the
development program designed to pay attention to KOC specialists in various fields, benefit from their
expertise and pass it on to the succeeding generations. Also, KOC strived to train and develop leaders in
alignment with international modern systems, such as considering the experience of South Korea, Harvard
University, and the Japanese management through the KAIZEN program.

- KUFPEC continues to provide training opportunities for oil sector employees as part of its efforts to transfer
expertise and technology among exploration and production operations within the State of Kuwait and
abroad. Accordingly, 15 KOC and KGOC employees were seconded to the compan’s foreign offices during
2019 and 34 KUFPEC employees were seconded to work in the company’s foreign offices, while others
were seconded to work with partners and operators to gain global expertise in the oil industry.

- In the same context, as part of the Global Mobility HR 2040 initiative under the auspices of KPI, 12
opportunities were identified within the operating units in Europe to develop employees assuming the
position of team leader and below in KPC and its subsidiaries.

- KGOC carried out an intensive six-month training program designed specifically for its technical specialists
in cooperation with Compagnie Generale Geophysique (CGG), a leading geological data analysis company. It
also implemented an intensive training program on PETROMOD software in cooperation with Schlumberger.
As for national cadres with technical specialties, an experienced employee from the same team has started
providing internal training to them to analyze the performance of wells using the PIPESIM program.

- Concerning the efforts exerted by KIPIC to train and qualify its employees, as part of the diligent preparations
for the operation of the Al-Zour Refinery, a technical training program for the Al-Zour Refinery Operations
Group has been completed at company’s premises in cooperation with the Al-Zour Refinery Operations
Support Advisor (SNC Lavalin). The number of participants since the start of the program has reached 160
participants. In addition, KIPIC has got 36 KIPIC firefighters graduated from the National Training Academy
in the State of Qatar.

- In addition, the Petroleum Training Center (PTC) held 1,063 internal training programs in various
competencies (technical / professional / general), with the participation of 17,742 trainees from across the oil
sector. The most prominent of these programs is the Bullet Proof Manager program involving 75 managers
to obtain the Cristcom International Certificate. The e-learning program is being implemented using the
Harvard Manage Mentor Spark educational tool with the participation of 700 KOC employees starting from
December 1, 2019 for one year.

- To ensure the effectiveness of training programs, an awareness program (the importance of training
effectiveness and how to apply it) was implemented through the Unified Learning Management System
(ULMS), including all oil sector employees. Awareness lectures for the third level (Return on Expectation)
were held in some oil companies.

In another context, to create an environment rich in innovating ideas and exchanging opinions, KOC
established an association specific to talented personnel within the Harvard Program and an association
for the newly appointed talented personnel, in addition forming the Initiatives Committee that encourages
employees to communicate with the management in various types of initiatives.

KNPC inaugurated an innovation studio in the company’s main building, which is the first of its kind in the oil
sector companies. The studio reflects the KNPC'’s interest in enhancing creativity and innovation, improving
performance and raising efficiency and quality of work and aims to promote a culture of innovation by
enabling employees to conduct their activities, hold brainstorming sessions, discuss different creative ideas
in an appropriate atmosphere, in addition to embracing the innovators and providing a helping hand to
implement their ideas in line with the company’s strategy.

It is worth noting that KPC launched the 360-degree assessment system for managers in KPC and its
subsidiaries based on new competencies (VICAT) in July 2019. Coordination was made with KNPC to
develop an automated program aimed at system implementation and create a database of managers in KPC
and its subsidiaries to be used in making comparisons for leadership positions.

As part of joint cooperation between KPC and various state sectors, 609 specialization tests were held for
applicants for employee opportunities announced by Kuwait Anti-corruption Authority (Nazaha).

As for the provision of training opportunities for Kuwaiti employees working for contractors, 5000 Kuwaiti
contractor workers were added to the Unified Learning Management System (ULMS) to benefit from the
training programs offered by the oil sector. 896 of them have been trained in many administrative and
technical programs. A specialized professional program is currently being prepared to include 262 trainees
of Kuwaiti contractor workers in the technical workshop at PTC as an additional program to the annual
training plan. Scholarships have also been opened for enroliment for the FY 2020-2021 for 18 academic
seats allocated to the oil sector.

In line with the KPC strategy for professional communication with media, the Media Spokesperson program
has been carried out for oil leaders in KPC and its subsidiaries.
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Research and Development

Kuwait Petroleum Corporation

Building research and technology
capacities, capabilities and
infrastructures as one of KPC's
priorities by establishing a center for
research and technology, cooperating
with strategic partners in such field, and
taking initiatives to adopt and develop
modern technology in a manner
consistent with business needs.

Benefiting from modern technologies provides primarily new
methods for increasing reserves and production, and will in
turn lead to the achievement of 2040 Strategic Objectives.

The “UG-0302” well was successfully drilled and oil was extracted from Burgan’s third layer using a modern
technology (Reservoir Mapping Tool) that maps the earth layers, especially the water stored between the
earth layers. Utilizing this tool helps to stay away from water as much as possible in order to increase
production and reduce the drilling of pilot wells. In addition, using this method leads to reduced costs by the
equivalent of 190,000 dinars and produce the equivalent of 2,340 BOPD, taking into account a 3% water
cut of the total production, compared to similar wells that produce an average of 800 BOPD. On the other
hand, a new pilot technology was successfully applied (Pressure Relieving Devices) to identify filed radio
frequencies (Tracking of PSVs in KOC Facilities), which allows for monitoring and controlling of oil fields.
This work was conducted in cooperation with MEOS.

With the aim of sharing knowledge and technology and developing research and development capabilities,
KPC and its subsidiaries have undertaken a number of initiatives, including the following:

-- A symposium on blue hydrogen was held in cooperation with Kuwait Foundation for the Advancement
of Sciences (KFAS) and Japan Cooperation Center Petroleum (JCCP), in order to raise awareness of the
increasing development that the world is withessing towards relying on clean energy technologies. The
symposium aimed at providng an overview of the hydrogen industry and identifying recent developments
in the field of its technologies, focusing on the production of blue hydrogen from oil and gas resources,
highlighting the technical, financial and regulatory challenges facing the commercialization of hydrogen
technologies, and evaluating potential plans for the production of blue and green hydrogen in Kuwait.

- A workshop on "Carbon Capture and Storage” was held in cooperation with KFAS and the British Embassy
in Kuwait, to discuss some promising applications in addition to reviewing some of the experiences carried
out by major international energy companies in this field.

- In light of the memorandum of understanding signed between KPC and the Russian company, Gazprom
Neft, a workshop was held to discuss the proposals submitted by Gazprom in November 2019, in the
presence of representatives from the oil sector.

-KOC recently entered into a cooperation agreement in the field of strategic research and development with
Kuwait University for a duration of five years. The agreement aims to enrich research cooperation between
the two parties in the field of reservoirs, heavy oil and gas

-KUFPEC has worked with a group of universities in Australia, Norway and Canada and their foreign offices
to provide the technical solutions and applications required for KOC, and work is underway to test and
examine a set of applications that are still under consideration.

-KOTC also signed a memorandum of understanding with the Kuwait Institute for Scientific Research (KISR)

on November 26, 2019, which includes KISR's role in applying the latest biotechnologies by researchers at
Environment and Life Sciences Research Center and the use of a sustainable environment operation and
other modern technologies that have been tested in the Center laboratories on company websites.

-KOTC organized the Seventh Gulf Maritime Transport Companies Forum, out of its concern to exchange
experience and knowledge among various activities of the company and similar companies in the region.
At this forum, matters related to trading, financial crisis, challenges, opportunities and technical techniques
were discussed with the participation of ADNOC company from Abu Dhabi, Bahri from Saudi Arabia, and
Oman Shipping Company.

- Al-Zour maintenance group at KIPIC organized the first Kuwait Maintenance and Reliability Symposium in
cooperation with the Gulf Society for Maintenance and Reliability (GSMR), and with the participation of more
than 200 delegates from local, Gulf and international companies and authorities.

The detailed plan for the Kuwait International Petroleum Research Center (KIPRC) has also been
completed, and work is underway to prepare the tender documents and obtain the necessary approvals for
the tendering process. The establishment of KIPRC is expected to begin in late 2022 and to be operational
in the middle of 2025, to give effect to the desire of His Highness the Emir of the State of Kuwait to establish
an entity for excellence in research, development and technology fields in the oil sector and to overcome
the technological challenges facing the State of Kuwait in one of its most important sectors, which is the oil
sector. Such challenges require KPC to deal with them in the future in order to be able to achieve KPC's
long-term strategic directions in the field of technology and research. Moreover, the establishment of KIPRC
aims to create a supportive work environment for research and scientific work, build and develop national
capabilities and cadres to address technological and technical challenges, and attract global expertise with
a great deal of skill and knowledge in research related to the oil industry to work in KIPRC. In addition, the
establishment of the center aims to provide the opportunity for cooperation with KPC's strategic partners
from international oil companies, petroleum services companies, universities and local and international
research centers in implementing KIPRC's research programs. It is worth noting that KIPRC will be built
on an area of 250,800 square meters in the northeast of Ahmadi town, and will include 28 technological
laboratories and more than 300 modern scientific equipment as well as a conference center, and it will
accommodate from 400 to 600 employees.

In another context, KGOC, in cooperation with KOC, has adopted digital rock physics technology in
preparation for its application in projects that will be implemented in the area of operations in the future.
KGOC has also implemented Knowledge Management System-KMS project.

KNPC also conducted a study to establish a fingerprint database for 12 samples of KNPC products and 14
samples of various types of crude oil produced by KOC to be a reference or guide to determine the source
and kind of oil spills leaking in the territorial waters of the State of Kuwait. This achievement is the first of its
kind in the oil sector.

In the event of oil spills, a sample is taken and analyzed at Kuwait Petroleum Research and Technology
(KPR&T) and compared with the database to determine the source of the sample. If it is found out that this
sample is not part of the KNPC and KOC product portfolio, then this anonymous sample can be compared
to the Oil Spill Identification network (OSINet) database, which contains a library of more than 2,600
international samples of petroleum origin, including 300 samples of crude oil.

KNPC also established and developed a strategy for managing intellectual property and patent registration
in cooperation with the Sabah Al-Ahmad Center for Giftedness and Creativity (SACGC), which is affiliated
with KFAS. An agreement was signed in this regard, so that SACGC provides the required support in the
effective preparation for intellectual property management and patent registration in line with KNPC's long-
term strategic plan 2040 in the field of research and technology.

Kuwait Petroleum International has received a grant from the European Union amounting to 300,000 euros
for research and development.
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Information Technology

One of KPC’s priorities to keep pace with global
technological development is to adopt best practices
for implementing the highest standards and procedures
related to internet security in KPC and its subsidiaries,
protecting the sector from hacking attacks, and
providing the effective support for operational
technology through shared infrastructure and unified
policies and procedures.

KPC works to identify future technological challenges, develop appropriate solutions,
and manage technology with high efficiency, taking into account environmental
protection and ensuring the safety and health of workers in the areas where
it operates. The following are the most prominent achievements in the field of
information technology during the fiscal year 2019-2020:

In light of the growth and new trends within KPC and its subsidiaries to maintain cyber
security, and with the certainty that awareness of information and cyber security risks
is the first line of defense for any hacking attack, KPC and its subsidiaries worked
during the year to increase the security awareness of its employees. To implement
this, the cybersecurity training and awareness platform was equipped, and awareness
training was implemented with tests covering critical topics in cybersecurity for all
employees at KPC. Moreover, interactive cybersecurity awareness lectures were
presented to senior management. In the same context, KOC organized the second
annual “Gartner” Cybersecurity Event, which was attended by many officials and
employees of the company and the oil sector, as well as a selection of local, regional
and international experts. During the event, a series of presentations were delivered
by Gartner’s Chief Analyst, which addressed “The Latest Cybersecurity Trends
and Global Risk Management 2019” and “The Gulf Region’s Most Applied Cyber
Security Project 2019”. The event achieved a tremendous success that exceeded
all expectations in terms of communication and participation, as it was attended by
more than 250 people from all sectors and bodies.

KOTC has upgraded and developed a DNS Server for cybersecurity, in cooperation
with the Communication and Information Technology Regulatory Authority (CITRA).
It is worth noting that KOTC is one of the first entities in the State of Kuwait in
implementing this information security system.

KIPIC has also launched several electronic systems, including KIPIC’s employment
system, the emergency operations system for wireless devices to effectively control
and monitor emergency telecommunications, and the electronic reporting system for
HSSE. In addition, solutions for managing cybersecurity threats and vulnerabilities
were implemented, and a virtual computer service was provided via smartphone
and tablet, which enables employees to access all KIPIC’s authorized applications
from any location outside the company.

On the other hand, the KMS application for smart devices was launched to allow the
International Marketing Sector employees to conclude contracts in the KMS through
their smartphones. The KMS Dashboard was also launched for the International
Marketing Sector leaders to track important data in the system such as sales data,
for example, formatted by the product, entity or customer.

| Kuwait Petroleum Corporation
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Local Content

Kuwait Petroleum Corporation

KPC has a footprint and a positive role in the
development of the local economy by creating good
investment opportunities for the private sector

During the past year, a number of industrial opportunities were presented to local
investors for enhancing the private sector participation in the Kuwaiti oil industry.
The following is a list of the opportunities that were presented and announced:

- Converting spent catalysts into metals project
- The opportunity to use carbon dioxide in local industries.
- A project for using crude petroleum coke to produce calcined petroleum coke

A coordination and cooperation mechanism was also signed between KPC and
Kuwait Direct Investment Promotion Authority (KDIPA), which aims to enhance
institutional cooperation between the two parties, in order to attract global and
local investors to create industries complementary to the oil sector activities
and operations. Moreover, the roadmap was approved and the KPC's Board
of Directors approved the best option for implementing the Petroleum Industrial
Zone.

In addition, a working team was formed, under the leadership of the PIC and
the membership of each of KPC, KNPC, and KIPIC to implement a KPC’s local
content strategy initiative, “Develop & Roll Out LC Opportunity Ideation-to-
Execution Process”, and work is underway to obtain the necessary approvals for
the implementation plan and start implementing the plan.

Itis worth noting that PIC is in the process of offering a new investment opportunity
for the local private sector regarding heavy aromatics products, according to
conditions and controls previously agreed upon with KPC.

KPC and its subsidiaries also seek to maximize local spending in the supply of
materials and services for oil sector projects. The following is a data breakdown
on local spending ratios according to companies until the third quarter of the
fiscal year 2019-2020:

Spending percentage
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Internal Audit

The internal control through KPC's
Central Internal Auditing Agency

is not limited to financial and
accounting matters, but extends to
include all operational levels.

The oversight role of the Central Internal Auditing
Agency (the Agency) includes following up on all
completed operations and decisions to ensure
their validity and contribution to achieving KPC’s
goals. The KPC’s Central Internal Auditing Agency
issued 78 reports on the operations of KPC and
its subsidiaries. Those reports included multiple
recommendations, totaling 553 recommendations,
which led to enhancing the efficiency, performance
and effectiveness of internal control systems
and achieving financial savings. Moreover, they
contributed to the development of the procedures
and systems followed at many departments in KPC
and its subsidiaries.

The Institute of Internal Auditors (lIA) evaluated
the external quality of the Agency, and the Agency
received the highest rating (Generally Conform).

The Agency exchanges visits and holds professional
meetings and workshops with the State Audit Bureau
in fields of mutual interest, and such works have an
effective positive impact on the improvement of the
oversight performance in the oil sector. Furthermore,
it participated in the panel discussion held by the
State Audit Bureau within the Auditor Fingerprint
Project (Basmat Rigabi), and cooperated with the
Bureau in training and qualifying a number of fresh
graduates and providing them with technical and
professional skills in the field of internal auditing.

With the aim of developing the professional
performance of the internal audit units in the Agency,
the internal audit best practices learned from the visits
of internal audit departments in some international
and Gulf oil companies that took place during the
fiscal year 2019-2020 are applied.

In addition, national cadres are developed and
qualified by participating in the audit teams with
PMT/PMC, in order to review the execution of mega
projects, such, Al-Zour Refinery, Clean Fuel Project
and Natural Gas Import Facility, as well as auditing
external joint ventures.
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Corporate Social Responsibility

Kuwait Petroleum Corporation

KPC plays an effective and influential role in community development,
in addition to its primary role in supporting the local economy.
KPC has implemented several initiatives to support the social responsibility policy, including the following:

KPC and its subsidiaries offered many donations and sponsorships to a number of public interest entities
and associations in the State (such as the Ministry of Health, Kuwait Red Crescent Society, Kuwait Society
of Engineers, Kuwait Chemical Society, Kuwait Dive Team and Kuwait University), in order to assist these
entities and enable them to implement various activities and events that will benefit the State. Moreover, it
donated a mobile vehicle, which is the largest one in the Middle East, to the Ministry of Health’s Blood Bank
for enhancing the potential of the Ministry regarding donation campaigns. KOC has organized many initiatives
and campaigns that serve the company’s social responsibility towards society, including sports, entertainment,
cultural and awareness activities, in addition to KOC’s festival of the National Day and Kuwait’s Liberation
Anniversary at the Ahmad Al-Jaber Oil & Gas Exhibition. The festival witnessed a huge turnout of audience
from all over the State of Kuwait, who enjoyed the entertainment and informative activities that were prepared
to be suitable for all age groups, as well as participated in competitions and won many prizes. In addition,
visitors were given the opportunity to visit the Exhibition and see the unique interactive experience it offers,
which tells the oil story in an innovative method.

In another context, KOC organized the first “Oil and Gas Decathlon” in partnership with the AUK Center for
Research in Informatics, Sciences, and Engineering (RISE). In November 2020, this event was held with the
participation of 78 students from various universities in Kuwait, who competed to find innovative solutions for the
challenges posed by the oil and gas sector works. Moreover, the students collaborated with specialists in KOC
and worked under the supervision of trainers to develop their proposed solutions. Furthermore, in cooperation
with the Ministry of Education and Ministry of Higher Education, KOC sponsored a competition entitled “Oil and
its Derivatives” for high school students, where students participated in an educational program for two weeks,
and then developed projects related to the oil industry, to conclude the program by identifying the winning
project for competition in an international scientific exhibition in Paris. KNPC signed a sponsorship contract
for INJAZ-Kuwait to prepare and qualify Kuwaiti students through special training schemes on leadership and
enhance communication and project management skills.

KNPC has formed a social welfare committee concerned with informing foreign workers in its projects of
their rights in accordance with the contracts concluded with them, and according to Kuwait Labor Law. This
campaign constitutes the first step of its kind in the State of Kuwait and in the Arab Gulf region, as it reflects
KNPC'’s keenness not only to apply Kuwait Labor Law, but also represents an essential part of KNPC’s social
responsibility and its ongoing efforts to provide a proper and stable work environment. This committee has
executed its first round in the clean fuel project, which includes the largest segment of these workers, as there
are about 50 thousand workers, working under 40 contracts concluded with contracting companies with which
KNPC deals. The committee distributes descriptive publications in eight different languages, in order to ensure
that its vision is communicated to the largest possible number of such a workforce. Moreover, the committee
conducts periodic audits to ensure the contractors’ compliance with Kuwait Labor Law, and with the applicable
procedures at KNPC, including workplaces and workers’ accommodation.

PIC played a prominent role in social welfare, as it provided a financial support to the campaign Kuwait Red
Crescent Society, “Donate for their Education”, to educate students and cover their tuition costs and provide
the opportunity for workers to contribute to supporting the campaign through a campaign account. In addition,
at Boubyan Club, PIC sponsored the annual Women Cancer Survivors Honoring Ceremony in order to instill a
spirit of hope in them, in addition to honoring those who supported them to overcome the stage of the disease.

Moreover, teachers were also honored on World Teacher Day in appreciation of their role in educating
generations, and open days were held for children of centers for persons with special needs and social welfare
homes. In addition to the above, KPC and its subsidiaries have taken the initiative to provide the necessary
support to the Ministry of Health and the concerned authorities in the State by establishing and equipping
a number of sites to accommodate and treat the Corona virus suspected cases, provided that the Ministry
provides these sites with the required medical cadres.
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Independent auditor's repart

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

We have audited the consolidated financial statements of Kuwait Petroleum Corporation {“the Corgoration”] and its subsidiarias
{topether “the Group”}, which comprise the consolidated statement of financial position as at 31 March 2020, the consolidated
statements of profit or loss and other comprehensive income, changes in equity and cash flows for the year then ended, and notes,
camprising significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated Nnancial statements present fairly, in all material respects, the consolidated financial
position of the Group as at 31 March 2020, and its consoltdated 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 an Auditing (ISAs). Qur responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Consofidated Financial Statements section of our report.
We are independent of the Group in accordance with Internationat Ethics Standsrds Board for Accountants International Code of
Ethics for Professional Accountants (including International Independence Standards) {IESBA Cade) and we have fulfilled our other
ethicat responsibilities in accordance with the (ESBA Code, We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Emphasis of Matter- COVID-19

We draw attention to Note 42 to the consolidated financial statements, which describes the possible impact and consequences of
the COVID-19 on the Group and the environment in which it operates. This note also indicates that uncertainties remain and that
currently it is not reasonably possible to estimate the future impact. Qur opinion is net modified in respect of this matter,
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Emphasis of Matter- reissuance of previously issued audit opinion

we further draw attention to Note 1 to the consolidated financial statements that the Group had pravicusly issued consolidated
financial statements for the year ended 31 March 2020, However, as a result of certain event as explained in Note 1 and Note 25
to the accompanying consolidated financial statements, the previcusly issued consolidated financial statements and our audit
report dated 7 July 2020 for the same period are replaced with these accompanying consclidated financial statements and this
independent auditor's’ report. Our opinion is not modified in respact of this matter.

Other Information

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

Qur opinion an the consolidated financial staterents dees not cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the conselidated financial statements, our responsibility is to read the other infarmation and, in
doing so, consider whether the other information is materially inconsistent with the consofidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work we have performed an the other information obtained prior to the date of this auditor's repert, wa conclude
that there is a material misstatement of this other information, we ara required to report that fact. We have nothing to report in
this regard.

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

Management is responsible for the preparation and fair presentation of the consolidated financial staternents in accordance with
IFRS and the Law Decree Mo. 6 of 1980, and for such internal control as management determines is necessary 10 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 refated to going concern and using the going concern basis of accounting unless
managemaent either intends to liguidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with gavernance are responsible for overseeing the Group’s financial reporting process.
4

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

Qur chjectives are ta obtain reasonable assurance about whether the consolidated financial statements as a whale are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance i a high level of assurance, but is not a guarantee that an audit conduciad in accordance with 15As will always detect a
material misstatement when it exists. Misstatements can arlse from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to infiuence the econemic 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, Wa also:

- dentify and assess the risks of material misstatement of the consclidated financial statements, whether due to fraud or
errer, design and perfarim audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
apprapriate to provide a basis for our opinion. The risk of not detecting a matertal misstaternent resuiting from fraud is
higher than for onie resulting from error, as fraud may involve coliusion, forgery, intentionat omissions, misrepresentations,
or the override of internal control.

Kuwait Petroleum Corporation
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Obtain an understanding of internal contrel relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purnose of expressing an opinion on the effectiveness of tha Group’s internal control.

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

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

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

Obtain sufficient appropriate sudit evidence regarding the financial information of the entities or busingss activities within the
Group to express an opinion on the consclidated financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for cur audit opinion.

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

Report on Other Legal and Regulatery Requirements

We further report that we have obizined the information and explanations that we required for the purpose of cur audit and the
consolidated financial statements inciude the information required by the Law Decree No.6 of 1980. In our opinion, proper bocks
of account have been kept by the Corporation andg the accounting information given in the board of directors’ report agrees with
the books of accounts. We have not become aware of any cortravention, during the year ended 31 March 2020, of the Law Decree
Mo. 6 of 1980 that might have had a matetial effect on the business of the Groue or on its consolidated financial position.

as ai 31 March 2020

Dr. Rasheed M. Al - Qenge
License No. 130- A
of KPMG Safi Al-Mutaws & Pariners

Member firm of KRMG International

Kuwait: 29 Novermnber 2020
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Kuwait Petrolenrn Corporation and Subsidiaries
State of Kuwait

Consolidated statement of financial position
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Assets

Property, plant and cguipmcnt

Gogdwill

Intangible assets

Riphl-ofpse assels

Deferred tax assets

Crther not-current sisets

Finanvial assels sl dair value through other comprehensive
income

Investments in equity accounted inveslues
MOT-CUrTent Askets

Inventories

Trade roceivables

Financial asscts ar fair value thoough other comprehensive
income

Financial assets at fair value through profit or loss
Orher receivables and prepayments

Taxes receivable

Bank halances and cash

Aussets held for sale

Current assets

Total assets

Equity

Authorised and paid-up share capital

Statelory reserve

Capial rescrve

Ctenzral reserve

Reserve for replacenient and renewal of property, plant and
cquipment

Remeasurement of defined henefit abligatton reserve
Cumulative changes in fair values

Foreign curmrency Lransiation reserve

Equity attributable to cguity helder of the Corporation
Non-controlling mterest

Total wquily

Noo-current liabilitics

Trade payabies

(ther payables and aceroals
Lcasc habilitics

Taxes payable

Ampunts due to Mmigtey of il
Profit available for distribution
Current lighilities

Total liabilitics

Total equity and Liabilities

2020 2019

iotes K000 KD"00D
5 30,615,903 27,951,909
; 116,726 113,860
7 574,502 576,729
g 1,063,739 -
15 164,151 267,262
9 196,962 382,758
0 1,504 430 4,216,936
i 994 140 637,939
37235952 34,197393

12 1,008,461 1,140,628
13 2.878,528 4,135,251
I 1,401,228 1.401,254
15 201,392 240,911
14 1,299,715 1,334,627
i 5,847 5,073
I6 681,880 2,037,379
17 40,886 33,160
7,517,946 10,328 283

41,751 898 44,525,676

2,500,000 2,500,000

18 1,250,000 1,250,000
I 232,945 232,345
2 15,178,766 17,253,438
2 3,703,691 3,676,611
(131,708) (127.887)

503,528 646,053
(288873 (285,593)
22,947,849 25.183.634

88,433 78,054

23,036,282 25.063.648
22 12,544,518 9,137,147
1,396,138 1,538,511

23 3,338,775 3.179.364
8 373,412 -
15 n7.sii 159211
24 2,107,263 2,156,107
25 1.839.906 3.091.348
9,173,098 10,124,341

21,717,616 19,261,988

34,7531 KGR 44 525 676

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

The Kuwait Petrolevmn Corporation (“the Corporation” or “the Parent™} is wholly-owned by the
Government of the State of Kuwait. The Corporation was established by Law Decree No. 6 of
1580 which came into effect on 27 January 1980. The principal activities of the Corporation
and its subsidiaries (together refermred to as “the Group™) include exploration, drilling,
production, storage, refining, processing, transportation, distribution and marketing of crude
oil, natural gas, chemical, petrochermnical and associated produets. The marketing of crude oil
and petroleum preducts produced by subsidiaries in the State of Kuwait is undertaken by the
Cortporation, The entire Group’s other activities, including the marketing of crude oil and
petrolenm products produced by subsidiaries outstde the State of Kuwait arc carried out through
its subsidiarics, associates and joint ventures/ operations, The principal subsidiaries, associates
and joint ventures/ operations are set out in Note 40. The Group operates principally im the
Middle East, Far East, Western Europe, U.S.A, Canada and Australia.

Crude oil produced in the State of Kuwail becomes the property of the Government of the State
of Kuwait, which reimburses the production costs of the producing subsidiaries. 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 January 1981.

The address of the Corporation’s registered office is P.O. Box 26565, Safat 13126, State of
Kuwait,

The consolidated financial statements of the Group for the year ended 31 March 2020 were
previously authorised for issue by the Executive Commiilee on 8 Ruly 2020. The Board of
Directors in their meeting dated 19 April 2020 resolution no. 2020/25, vested their powers to the
Executive Commiltes for authorization of previously issued consolidated financial statements,
Subsequently as a result of cerfain events as disclosed in Note 25, these consolidated financial
statements were reissued on 29 November 2020. These consolidated finangial statements are
subject to approval of the Supreme Council for Petrolenn.

2. Basis of preparation

a)  Statement of compliance
The consolidated financial statements have been prepared in accordance with the Law
Decree No. 6 of 1980 and Intemational Financial Reporting Siandards (“IFRS™), as issued
by the International Accounting Standards Board (IASB).
This is the first set ofthe Group’s annual consolidated financial statements in which IFRS
16- Leases (“TFRS 16”) has been applied. Changes to significant accounting policies are
described in Note 2 ().

b)  Basis of measurement
The corsolidated financial stalements are prepared under the histerical cost convention,
modified for the measurement at fair value of investments at fair value through profit or

loss, investments atl fair value through other comprehensive income and derivative
financial instruments.

Remarkable Efforts - Annual Report 2019-2020

Kuowzit Petroleum Corporation and subsidiaries

State of Kuwait
Notes to the consolidated financial statements sy gl gk duceuga
for the vear ended 31 March 2020 Kuwait Patraloum Cerporalion

¢)  Functional and presentation currency

Items mcluded in the financial statements of each of the Group’s entities are measured
using the currency of the primary economic envirenmeni in which the entity operates (‘the
functional currency™). The consolidated financial statements are presented in Kuwaiti
Dinars, which 1s the Group’s functional currency. All amounts are rounded to the nearest
thousand, unless otherwise indicated.

d)  Useof estimates and judgements

The preparation of the consclidated financial statements in conformity with [FRSs
requires management {o make Judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounis of assets, liabilities, income
and expenses. Actual resulis may differ from these estimates.

Estimates 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 futnre periods affected.

Information about significant arcas of estimation uncertainty and critical judgements in
applying acconnting policies that have the most siynificant effect on the amounis
recognised in the consolidated financial statements are described in Note 4.

€}  Changes in accounfing policies

The Group has adopted the following new standards and amendments 10 the standards
effcctive current year:

IFRS 16 Leases

The Group applied IFRS 16 using the modified retrospective approach and henee the
comparative inforpation presented for 2019 is not restated - ie. it is presented, as
previously reported, under TAS 17 and related interpretations. The details of the changes
in accounting policies are disclosed below. Additionally, the disclosure requirements in
[FRS 16 have not generally been applied {o comparative information

&  Definition of a lease

Previously, the Group determined at contract inception whether an arrangement was
or contained a lease under IFRIC 4 Derermining whether an Arrangement contains a
Lease. The Group now assesses whether a contract is or contains a lease based on the
definition of 2 lease. On transition to [FRS 16, the Group elected Lo apply the practical
expedient 1o grandfather the assessment of which transactions are leases. The Group
applied TFRS 16 only to coniracts that were previously identified as leascs. Contracts
that were not identified as leases under TAS 17 and TFRIC 4 were not reassessed for
whether there is a lease under IFRS 16. Therefore, the definition of a lease under IFRS
16 was applicd only to contracts entered into or charged on or after 1 January 2019,
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{ii} As alessee

iy

{iv)

As a lessee, the Group leases many assets including land, plants, equipment and
vehicles. The Group previously classified leases as operating or finance leascs based
on its agsessment of whether the lease transferred significantly all of the risks and
rewards incidental to ownership of the underlying asset to the Group, Under IFRS 16,
the Group recognises right-of use assets and lease liabilities for most of these leases
— i.e. these leases are on-balance sheet. At commencement or on modification of a
coniract that contains a lease component, the Group allocates the consideration in the
contract to each lease component on the basis of its relative stand-alone price.

Leases classified as operating leases under 148 17

Previously, the Group classified various leases as operating leases under [AS 17.On
transition, for these leases, lease liabilities were measuvred at the present value of the
remaining lease payments, discounted at the Group’s incremental borrowing rate as
at 1 Jamary 2019, Right-of-use asscts arc measured af an amount equal to the Iease
liability, adjusted by the amount of any prepaid or accrued lease payments.

The Group used a number of practical expedients when applying [FRS 16 to leases
previously classified as operating leases under [AS 17, In particular, the Company:

* did not recognise right-of-use assets and liabilities for leases for which the lease
term ends within 12 months of the date of initial application;

+  Excluding initial direct cost for the measurement of the right of use of assets at
the date of initial application;

» did not recognise right-of-use assets and iiabilities for leases of low value asseis
value items; and

s used hindsight when detenmining the lease term where the comract contains
options or lease lermination.

As a lessor

The Group is not required to make any adjustments on transition to IFRS 16 for leases
in which it acts as a lessor. The Group conciuded that such leases are not significant
to the consclidated financial statements.

Impact on transition

On transition to [FRS 16, the Group recognised right-of-use assets and lease liabilities.
The impact on transition as at 1 April 2019 is as follows:

KDy
Assets
Right-of-use assets 899,146
899,146
Liahilities
Lease lizbilities 893,230
863,230

‘When measuring lease liabilities for leases that were classified as operating leases, the
Group discount lease payments using its incremental borrowing rate at 1 April 2019,
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Amendments to IFRS 9: Prepayment Features with Negative Compensation

Undcr IFRS 9, a debi instrument can be measured at amortised cost or at fair value
through other comprehensive income, provided that the contractual cash flows are
‘solely payments of principal and interest on the principal amount outstanding® (the
SPPI eriterfon) and the instrument is held within the appropriate business model for
that classification. The amendments to IFRS @ clarify that a financial asset passes
the SPPI criterion regardless of an event or circumstance that causes the early
termination of the contract and irrespective of which party pavs or receives
reasonable compensation for the early termination of the conmract, These
amendments had no impact on the consolidated financial statements of the Group.

Amendmenis io IAS 19: Plan Amendment, Curtaifment or Settlement

The amendments ta IAS 19 address the accounting when a plan amendment, curtailment
or sctilement occurs during a reporting period. The amendments specifiy that when a plan
amendment, curtailment or settlement oceurs during the anoual reporting period, an
entily is required 10 determine the cwrrent service cost for the remainder of the period
after the plan amendment, curtailment or settlement, using the actuarial assumptions used
to remeasure the net defined benefit liability (asset) reflecting the benefits offered under
the plan and the plan assets afler (hat evenl. An entity is also required to determine the
net interest for the remainder of the period afier the plan amendment, curtailment or
settiement using the net defined benefit liability {asset) reflecting the henefils offered
under the plan and the plan assets after that event, and the discount rate used to remeasure
that net defined henefit liability (asset). The amendments had no impact on the
consolidated financial statements of the Group as it did not have any plan amendments,
curtailments, or settlements during the year,

IFRIC- Imterpretation 23 Uncertainty aver Income Tax Treatment

The Interpretation addresses the accounting for income faxes when tax treatments
involve uncertainty that affects the application of IAS 12 Income Taxes. It does nof apply
io taxes or levies outside the scope of IAS 12, nor does it specifically include
requirements relating 1o intercst and penalties associated with uncertain tax reatments.
The Interpretation specifically addresses the following:

Whether an entity considers uncertain tax treatmenty separately

e The assumptions an entity makes about the examination of tax treatments by taxation
authoritics

+ How an entity determines taxable profit (tax loss), fax bases, unused tax losses,
unused tax credits and fax rates

»  How an entity considers changes in facts and circumstances

The Group deterruines whether to consider each uncertain tax treatment separately or
together with one or more other uncertain tax trcatments and uses the approach that beiter
predicts the resolution of the uncertainty. Upon adoption of the Interpretation, the Group
considcred whether it has any vncertain tax positions. The Group determined, based on
its tax complianee, that it is probable that its tax treatments {including those for the
subsidiaries) will be accepied by the taxation authorities. The Interpretation did not have
an impact on the consolidated financial statements of the Group,
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Amendments to IAS 28: Long-term interests in associates and joint ventures

The amendmenis clarify that an entity applies IFRS 9 to long-term interests in an
associate or joint venture to which the equity method is not applied but that, i substance,
form part of the net investment in the agsociate or joint venture (long-term interests),
This clarification is relevant because it implies that the expected credit loss mode! in
IFRS 9 applies to such long-term interests.

The amendments aiso clarified that, in applying IFRS 9, an entity does not take account
of any losses of the associate or join! venture, or any impairment losses on the net
investment, recognised as adjustments to the net investment in the associate or joint
veniure that arise from applying IAS 28 Investments in Associates and Joint Ventures.

These amendments had no significan impact on the consolidaled financial statements of
the Group.

3. Significant accounting policies

Except for changes explained in Note 2{e), the Group has consistently applied the accounting
policies set below to all periods presented in these consolidated financial statements.

a) Basis of consolidation

The consolidated financial stalements incorporate the financial statements of the
Comoration and #ts significant subsidiaries. Detalls of the principal consolidated
subsidiarics arc included in Note 40,

Business combinations arc accounted for vsing the acquisition method, The cost of an
acquisition is measured as the aggregate of the consideration transferred, measured at
acquisition date fair valuc and the amount of any non-controlling interest in the acquiree.
For cach business combination, the acquirer measures the non-controlling interest in the
acquiree either at fair valuc or at the proporiionate share of the acquirce's identifiable
net assels.

Any contingent consideration is measured at fair value at the date of acquisition, If an
obligation to pay contingent comsideration that meets the definition of a financiat
instrument 1s elassificd as cquity, then it is not remeasured and settlement is accounted for
within equity. Otherwise, other contingent consideration is remeasured at fair value at cach
reporting date and subsequent changes in the fair value of the contingent consideration are
recognised in profit or loss.

Subsidiaries arc entities controlled by the Group. The Group controls an entity when it is
cxposed to, or has rights to, variable returns from fis involvement with the entity and has
the ability to affect those refurns through its power over the entity. The financial siatements
of subsidiaries are included in the consolidated financial stalements from the date on which
contre} commences until the date on which control ceases.

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

Non-controlling interest (“"NCT") principally represent the porlion of profit or loss and net
assets of Kuwait Aromatics Company K.8.C.C. not held by the Corporation directly and
are prescated separalely in the consolidated statement of profit or loss and ather
comprehensive income and separately from Corporation”s equity within equity in the
consolidated statement of financial position.
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Intra-group balances and transactions, including intra-group profits and vnrealised profits
and losses are eliminated on consolidation.

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

Accounting periods of subsidiaries

The Corporation’s financial year was from 1 April 2019 to 31 March 2020, The financial
vear of the Corporation’s significant subsidiaries is the same as that of the Corpomtion
with the exception of Kuwait Foreign Petroleum Exploration Company K.S.C., Kuwait
Gulf Oil Company K.8.C. (Closed), KXPC Energy Ventures, Inc. and Kuwait Aromatics
Company K.8.C.C., whose financial years were from 1 Jamuary 2019 to 31 December
2019, Where such subsidiaries do not prepare financial statements up to the same date as
that of the Group, adjustments are made [or the effects of any significant events or
transactions which have occurred in the months following the yecar cnd of these
subsidiaries.

Property, plant and equipment
. (il and gas properties
Exploratory wells

The 1angible element of exploratory wells is included uader drilling, exploration and
other assets under construction pending determination of proved reserves, I an
expleratory well finds proved reserves, these costs are transferred to wells and surveys
under 0il 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-entry
in the foreseeable future.

Costs directly associated with an expleration well are capitalised as exploration and
cvaluation asscts under drilling, cxploration and other assets under construction unt)
the drifling of the well is complete and the results have been evaluated. Thesc costs
in¢lude employee rerouneration, materials, drilling and contractors’ cost.

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

Development wells

The cost of development wells is included nader oil and gas properties as wells and
surveys and is accounted for under the “successful efforts” method of accounting.
Under this method, expenditure on the constmetion, installation or completion of
infrastructure facilities such as platforms, pipelines and the drilling of development
wells Is capitalized within oil and gas properties.

(il and gas propertics arc stated at cost, less acoumulated depreciation and
acearnulated Impairment losses (Note 3(j)).

ii. Other property, plant and equipment

{rther property, plant and equipment are stated at cost, less accumulated depreciation
and accumulated impairment losses (Note 3(3))-
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iii.

iv.

Cost includes expenditure that is direcily attributable to the acquisition of the asset.
The cost of sclf-consirucied asseis inciudes the cost of materials, contractors” costs
and direct labour, any other costs directly attributable to bringing the asseis to a
working condition for their intended use, the costs of dismantling and removing the
items and restoring the site on which they are located, and capitalised borrowing costs.
Purchased sofiware that is integral to the functionality of the related equipment is
capitalized as part of that equipment.

Subsegqueni costs

Expenditure on major mainienance refits, inspections or repairs comprises the cost of
replacement assets or parts of assets, inspection costs and overhaul 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 fature economic 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 a component and therefore nol depreciated separately, the
replacement value is used to estimate the carrying amount of the replaced asset(s) and
is immediately written off. Imspection costs assogiated with major maintenance
programmes are capitalised and amortised over the period to the next inspection. All
other duy-to-day repairs and maintenance costs are expensed as incurred.

Gain ar foss on disposal

The pain 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.

Other assets under construction

Assefs in the course of construction are carried at cost, less any recognised impairraent
loss (Note 3{j)). Cost includes all capital costs in accordance with the Group's
accounting policy. Assets under construction are fransferred to the related assets under
property, plant and equipment when the underlying project is substantially completed
and the related asset is brought into use.

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

Depreciaton

Depreciation is based on the cost of an asset less its residual value, where applicable.
Significant componcnts of individual asscts arc asscsscd and if & component has a
useful life that is different from the remainder of (hat asset, that component is
depreciated separately,

Depreciation is recognized in the consclidated statement of profif or loss and other
comprehensive income on a straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment except for oil and gas properites,
which are depreciated and depleted on a unit of production basis over the commercial
proven and probable reserves (2P reserves™). Assets under construction and land are
not depreciated.
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The estimated usefial lives for the current and comparaiive year, in accordance with
the instructions of the Parent Corporation, as approved by the Supreme Council {or
Petroleum, are as follows:

Asset category Depreciation
2019 - 2020 2018 - 2019
Years Years
Gil and gas
Unit of Unit of
Oil and gas properties production production
Plant and machinery 20-25 20-25
Tankage, pipelines and jetties 20-25 20-25
Wells and surveys 16 - 20 16-20
Service plant and drilling equipment 4.5 4-5
Yessels 30-35 30-35
Grher property and equipment
Land, buildings and reads 25 25
Furniture, tools and computers 5-10 5-10
Vehicles, ships and marine craft 5-13 5-13

Depreciation methods, useful lives and residual values are reviewed at cach reporting
date and udjust if appropriate.

Goodwill

Goodwill is initially measured at cost, being the excess of the aggregate of the
constderation transferred and the amount recognised for NCI over the fair value of the
identifiable net assets acquired and liabilities assumed. If the fair value of the identifiable
nef assets acquired is in excess of the aggregate consideration transferred (bargain
purchase), belore recognising a pain, the Group reassesses whether it has correctly
identified all of the assets acquired and all of the iiabilities assumed and reviews the
procedures used 1o measure the amowts to be recognised at the acquisition date. If the
assessment still results in an excess of the fair value of net asscis acquired over the
aggregate consideration transferred, then the gain is recognised in the statement of profit
or ioss and other comprehensive income.

After initial recognition, goodwill is measured at cost less any accumulated impaitment
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 (“CGUSs™) that are expected to 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. Impaitment losses relating o goodwill cannot be reversed
in fufure 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
amonnt of the operation when determining the gair or loss on disposal., Goedwill
disposed of in these circumstances is measured based on the relative values of the
disposed operation and the portion of the CGU retained.
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d)  Intangible assets

Infangible assets acquired separately are measured 21 cost on inilial recognition. The cost
of intangible assels acquired in a business combination is their fair value as at the date of
acquisition. Following imtial recognition, intangible assets are carried at cost less any
accumulated amorlisation and any accumulated impairment fosses.

Intangible assets with indefinite useful lives are not amortised, but are tested for
tmpairment annually, either individually or at the CGU level. The assessment of
indefinite life is reviewed annually to determine whether the indefinite life continues to
be supportable. If not, the change in uscful lifc from indefinite to finite is made on a
prospective basis. Intangible assets consist of application sofiwarc, license costs,
intellectual property and other agrecments etc.

Pre-ficense costs
Pre-license costs are expensed in the peried in which they are incurred.
License and property acquisition costs

Exploration license and leasehold property acquisition costs are capitalised within
intangible assets and are reviewed at each reporting date to confirm that there is no
indication that the carrying amount exceeds the recoverable smount. This review
includes confiming that exploration drilling is still under way or fomly planned, or that
it has been determined, or work is under way to detenmine, that the discovery is
econonlically viable based on 2 range of technical and commercial considerations and
sufficient progress is being made on establishing development plans and timing.

Tf na future activily is planned, the carrying value of the license and property acquisition
costs is written off through the consolidated statements of profit or oss and other
comprehensive income. Upon recognition of proved reserves and intemal approval for
development, the relevant expenditure is transferred to oil and gas propertics.

Exploration and evaluation costs

Exploration and evaluation activity involves the search for mineral rcsources, the
determination of technical feasibility and assessment of commercial viability of an
identified resource. Once the legal right to explore has been acquired, costs dircctly
asseciated with an exploration well are capitalised as exploration and evaluation intangible
asset until the dnilling of the well is complete and the resuiis have been evaluate.

If no potentially commercial hydrocarbons are discoverad, the exploration asset is written
off as a dry hole. If extractable hydrocarbons are found and, subject io further appraisal
activity {e.g., the drlling of additional wells), are likely to be capable of being
commercially developed, the costs continue to be carried as an intangible asset while
sufficientf continued progress is made in assessing the cormerciality of the hydrocarbons.
Costs directly associated with appraisal activity undertaken to determinc the size,
characteristics and commercial potential of a reservorr following the initial discovery of
hydrocarbons, including the costs of appraisal wells, where hydrocarbons were not found,
are initially capitalised as an exploration and evalmation intengibic asset. Aill such
capitalised costs are subjcct to techuical, commercial and management review as well as
review for indicators of impairment at least once a year. This is to confirm the continued
intent to develep or otherwise extract value from the discovery. When this is no longer the
case, the costs are written off in the consolidated staternent of prodit or loss and other
comprehensive income.
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When proved reserves of oil and natural gas arc identified and development is sanctioned
by management, the relevant capitalised expenditure is first assessed for impairment and
(if required) any inpairment loss is recognised, then the remaimog balance is transferred
to oil and gas properties. No amortization is charged during the exploration and evalvation
phase.

Gain or loss on disposal

Gains or losses 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 assets with finite vseful lives are amortised on a siraight 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 vseful lives for current and comparative period is as follows:

Years
*License cost 2-30
Application sofiware 3
Reservation right fees 25
Seismic survey and others More than 10

*Included in license cost, certain assets which are amortised over a thirty year period as
the Group considers such costs to be closcly 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
usefizl life is reviewed at least at the end of cach reporting period. Changes in the
expected useful life or the expected pattern of conswmption of future economic benefits
embodied in the asset are considered to modify the amortisation period or mcthod, 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,
i.e. lhe date that the Group commits to purchase or scll 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 markeiplace.

i} Financial assets

Initial recognition and measurement

Financial assets are classified, al initial recogmition, as subsequently measured at

amorlised cost, FYOCT or FVTPL..
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The classification of financial asscts 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 parnty that do
not contain a significant financing component or for which the Group has applied
the practical expedient, the Group initially measures a financial asset at its fair value
plus, it the case of a financial asset not at FVTPL, transaction costs.

In order for a financial asset (o be classified and measured at amortised cost or
FVOCL, it needs to give rise to cash flows that are “solely payments of principal and
interest (SPPI)’ on the principal amount outslanding. This assessment is referred to
ag the SPPI test and is performed at an instroment level.

Subsequent measurement

For purposes of subsequent measurcment, financial assels are classified in four
categories:

Financial assets carried at amortised cost;
Dbt 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;

= [Lquity instruments at TVOCI with no recycling of gains or losses to the
consclidated statement of profit or loss on de-recogaition; and

* Financial assels carried at fuir value (hrough profit or loss (FVTPL)

Financial assets at amortised cost (debt instriments)

The Group measures financial assets at amortised cost if both of the filowing
conditions are met:

» The financial asset is held within a business model with the objective to hold
financial asscts in ordor fo colleet contractual cash flows, and

# The contractual terms of the financial asset give rise on specified dates to cash
flows that arc solcly payments of principal and inlerest on the principal amount
outstanding.

Financial assets at amortised cost are subsequently measured using the effective
interest (EIR} method and are subject to impainment. 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
prepayinents and bank balances and cash.

Business model avsessment

The Group determines its business model at the level that best reflects how it
manages groups of fimancial assets to achieve ils business objective. The Group’s
business model 3s nol assessed on an instrument by instrument basis but at a higher
level of aggreeated portfolios and is bascd on a number of ohservable factors, The
information considered includes:

e The stated policies and objectives for the porifolio and the operation of those
policies in practice;

» The risks that affect the perfermance of the business model (and the financial
assets beld within that business model) and how those risks are managed; and
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*  The frequency, volume and timing of sales in prior petiods, the reasons for such
sales and its expectations about future sales activity.

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

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

The Group assesses the contractual terms of financial assets to identify whether they
mee! the SPPI test. “Principal’ for the purpose of this test is defined as the fair value of
the financial asset at initial recognition and may change over the life of the financial
asset, Interest is defined as consideration for time value of money 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 interest, the Group considers whether the financial assct 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:

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

o Prepayment and extension tenms,

¢ Terms that limit the Group's claim to cash Hlows fom specificd assets {e.g. non-
recourse assef arrangementsy; and

» Features that modify consideration of the time value of money e.g. periodical
reset of interest rates,

Conrractual terms that introduce 2 more than de-minimis exposure 1o risks or volatility
in the coniractual cash flows thal are unrelated 1o a basic lending arrangement 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 value through profit or loss.

Financial assets carried af amortised cost are subsequently measured at amortised cost
using the effective interest method. Interest income, foreign exchange gains and losses
and impatrment are recognised in the consolidated statement profit or loss. Any gain
or loss on derecognition is recognised in the consolidaicd statement of profit or loss.

Cash and cash equivalents for the purpose of preparing the consolidated statement of
cash flows comprise cash, short-term bank deposits and highly 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
impairment losscs, Long tomm reccivables are discounted to their net present value and
are stated at amortised cost less impairment losses,

Equeity investments at FVOCT
Upon initiel recognition, the Group may elect to classify irrevocahly ifs equily
investment at FVOCI when they meet the definition of “Equity” under 1AS 32

Financial Insiruments: Presentation and are not held for trading. Such classification
ig determined on an instrument-by- instrument basis.
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Gains and losses on these equity instruments are never recycled to the consolidated
statement of profit or Joss. Dividends are recognised in the consolidated statement of
profit or loss when the right of the payment has been established, except when the
Group benefits from such proceeds as a recovery of part of the cost of the instrument,
in which case, such gains are recorded in OQCI. Equity instruments at FVOCI are not
subject to an impainnent assessment, Upon disposal cumulative gains or losses are
reclassified from fair value reserve to general reserve in the consolidated statement of
changes in equity.

Debt instruments at FVOCT

The Group applies the new category under IFRS & of debt instrumnents measured at
FVQCI when bath of the foliowing conditions are met:

o Theinstrument is held within a business model, the objective of which is achieved
by both collecting contractual cash flows and selling finaneial assets; and
#  The confractual terms of the financial asset meet the SPPI test.

Dehbi instruments at FYOCT are subsequently measured at fair value. Interest income
calcuiated vsing the cffective infcrest method, foreign exchange gains and losses and
impairment losses are recognised in the consclidated statement of profit or loss. Fair
value changes are recopnised in other comprehensive income and presented in {he
cumulative changes in fair values as part of equity until 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
consclidated statement of profit or loss.

Financial asset at FVIPL

The Group classifies financial assets at fair value through profit or loss when they have
been purchased or issued primarily for short-term profit making through trading
activitics or form part of a portfolio of financial instruments that are managed together,
for which there evidence of a recent pattern of short-term profit is {aking, Held-for
trading assels are recorded and measured in the slatemeni of financial position at fair
value. In addition, on initial recognition, the Group may irrevocably desipnate a
financial asset that otherwise meets the requirements to be measured at amortised cost
or at FVOCI or at FVTPL if doing so eliminates or significantly reduces an accounting
mismaich that would otherwise anise, Changes in fair values, financing income and
dividends are recorded in the consolidated statement of profit or loss according to the
terms of the coniract, or when the right to payment has been established.

Reclassification of financial asseis

The Group does not reclassity its financial assets subsequent fo their initial recognition
other than in the exceptional circumstances in which the Group acquires, disposcs of,
or terminates a business line.

Derecognition

The Group derscognises a financial assel when the conlraciual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash
flows in 4 transaction in which subslantially all of the risks and rewards of ownership
of the financial asset are transferred or in which the Group neither transfers nor refains
substantially all of the risks and rewards of ownership and it does not retain control of
the financial asset.
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ii} Impairment of financial assets

The Group recogniscs loss allowances for expected credit {“ECLs") loss on financial
measured at antortized cost.

The Group measures loss allowances af an amount equal to lifetime ECLs, except
for the bank balances and cash for which credit risk {i.c. the risk of default occurring
over the axpected life of the financial instrument) has not increased significantly
siace initial recognition, and are measured at 12-month ECLs. Loss allowances for
trade receivables and other receivables are measured at an amount equal to lifetime
ECLs.

When determining whether the credit risk of a financial asset has increased
significantiy since initial recognition and when estimating ECLs, the Group
considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Group's historical experience and informed
credif assessment and including forward-looking information.

Lifetime ECLs are the ECLs that resuit from all possible default events over the
expected life of a financtal instrument, Lifetime ECL ure recorded on financial assets
that is credil-impaired.

For other non-current financial assets, trade receivables and other receivables, the
{roup applies a simplified approach in calculating ECLz. 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 cach customer for lifetime
BECl.s based on Group’s historical credit loss experience, adjusted for forward-
locking factors specific to the debtors and the cconomic epvironment.

Lifetime ECLg represents the expected credit losses that will result from all possible
defanlt events over the expected life of a financial instrument. The 12 month ECL
is the portion of life time expected credit loss that result from default events that
are possible within the 12 months after the reporting date. Both lifc ime ECLs
and 12 month ECLs are calculated on either an individual basis or a collective
hasis depending on the natwe of the underlying porifolio of financial
mstruments.

Stage I; 12 months ECL

For exposures where there has not been a significant increase in credif risk since initial
recognilion, the portion of the lfetime ECL associated with the probability of default
events cccurring within next 12 months is recognised.

Stage 2 Lifetime ECL — not credit impaived

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

Stage 3: Lifetime ECL — credit impaired

Financial assets are assessed as credit impaircd when onc or more gvents that have a
detrimental impact on the estimated future cash flows of that asset have occurred. As
this uses the same criteria as under IAS 39, the Group methodology for specific
provisions remains largely unchanged.
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The maximum period considered when estimating ECLs is the maximum contractual
period over which the Group is cxposcd fo credit risk.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased
significanily since imtial recogmtion, the Group compares the risk of a default
occurring on the financial instrument as at the reporting date with the risk of 2 defaull
occurring on the financial instrument as at the date of inifial recognition. In making
this assessment, the Group considers both quantitative and qualitative information that
is rcasonable and supportable, including historical cxperience and forward-looking
information that is available without undue cost or effort. Forward looking information
considered includes the future prospects of the industries in which the Group’s
customer aperates.

Iirespective of the oulcome of the above assessment, the Group presumes that the
credit tisk on a financial asset has increased significantly since initial recognition when
contractual payments from the customer are more than 12 months past due, unless the
Group has reasonable and supportable information that demonstrates otherwise.
Despite the foregeing, the Group assumes that the credit risk on a financial instrument
has not increased significanily since initial recognition if the financial instrument is
detenmined to have low credit risk af the reporling date. A financial instrument is
determined to have low credit risk if' i) the {inancial instroment has a low sk of default,
ii} the bormower has a strong capacity to meet its contractual cash flow obligations in
the near term anc i) adverse changes in economic and business conditions in the
longer term may, but will not necessarily, reduce the ability of the borrower to fulfil
s contractual cash flow obligations.

The Group regularly monitors the cffectivencss of the criteria used to identify whether
there has been a significant increase in credii risk and revises them as appropriate to
ensure that the criteria are capable of identifying a significant increase in credit risk
before the amount becomes past due.

Definition of defanit

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

¢ Information developed internally or obtained frem external sources indicates that
the customer is unlikely to pay its creditors, ineluding 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 thal default has occurred
when a financial asset is more than 12 months past due from customers unless the

Company has reasonable and supportable information o demonstrate that a more
lagging default eriterion is more appropriate.
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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 effeciive interest rate of the
financial instrument. Cash shaortfall represent the difference between cash flows due to
the Group in accordance with the coniract and the cash flows that the Grouwp expects
to receive. The key elements in the measurement of ECL include probability of default
(FI», loss given default (LGD} and exposure al default (EAD). The Company
cstimates these elements using appropriate credit risk models taking inte consideration
the internal and external credit ratings of the asscts, nature and value of collaterals,
forward looking macro-economic scenasios etc.

Presentation of allowance for ECL in the consolidated statemen! of financial pesition

Loss allowances for ECL arc presented as a deduction from the gross carrying amount
of the financial assets carried at amortised cost.

iti) Financial liabilities
Initial recognition and measurement

Financial iigbilities are classified, at mitial recognition, as financial liabilities at fair
value through profif or loss, loans and borrowings, payables, or as derivatives
designated as bedging 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 attributable transaction costs. The Group's
financial liabilities include loans and borrowings, [inancing received from Parent
Corporation, due (0 related parlies, trade payables and accruals and other liabilities.

Subsequent measurement

The measurement of financial labilities depends on their classification, as described
below:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value throngh profit or loss include financial liabilitics
held for trading and financial liabilitics designated vpon indiial recognition as at
fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the
purposc of repurchasing in the near term. This category also includes denvative
financial instruiments entered into by the Group that are not designated ag hedging
instrumenis in hedge relationships as defined by [FRS 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
statement of profit or loss.

Financial iiabilities designated upoen initial recognition at fair value through profit or
loss are designated at the initial date of recogmtion, and only if the criteria in IFRS
9 are satisfied. The Group has not designated any financial liability as at fair value
through profit or lass.
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Derecognition

A financial liability is derecopnised when the obligation under the liability is
discbarged or cancelled or expircs. When an cxisting financial liability is replaced
by another from the same lender on substantially different terms, or the terms of an
cxisting liability are substentizlly modified, such an exchange or modification i3
treated as the derecognition of the original liability and the recognition of a new
ligbility. The difference in the respective carrying amounts is recognised in the
statement of profit or loss.

Offsetting

Financial asscts and financial labiiitics arc only offsci and the nct amoum reported
in the consolidated statement of financial position when there is a legally enforceable
right (o set off the recognised amounts and the Group imends to either setile on a net
basis, or to realise the asset and settle the liability simultaneously.

f) Investments in equity accounted investees

The Group's interesis in equity-accounted invesiees comprise inlerests in associates and
joint ventures.

An associale is an entily over which the Group has significant influence. Significant
mfluence is the power to participate in the financial and operating policy decisions of the
investee, bui is not control or joint control over those policies.

A joint venhure is a type of joint amangement whereby the parties thai have joint control
of the arrangement have rights to the net assets of the joint venfure. Joint control is the
coniractually agreed sharing of control of an amengement, which exists only when
decisions about the relevant activities require unanimous consent of the partics sharing
control.

The considerations made in determining significant influence or joint control are similar
1 those necessary to determing control over subsidiaries,

Interests in associates and the joint venture are accounted for using the equity method.
They are recognised initially at cost, which inciudes transaction costs. The carrying
amount of the invesunent is adjusted to recognise changes in the Group’s share of net
assets of the associate or joint venture since the acquisition date. Goodwill relating to the
associate or joint veotwre is included in the camrying amount of the investment and is
neither amortised nor individually tested for impairment.

The profit or loss reflects the share of the results of operations of the associate or joint
venlure. Where there has been a change recognised in other comprehensive income of the
associate or joint venture, the Group recognises its share of any changes and discloses this,
when applicable, in other comprehensive mcome. 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 changes, when applicable, in the consolidated statcment of
changes in equity.

After application of the equity method, the Group determines whether it is necessary to
recognise an impairment loss on its investment in its associate or joinl venture. At each
reporting date, the Group determines whether there is cobjective evidence that the
investment in the associate or joint venture is impaired. If there is such evidence, the
Group caleulaies the amount of impaimment as the differenee between the recoverable
amount of the associate or joint venture aad its carrying vahie, and then recogniscs the
loss in the consolidated statement of profil or loss and other comprehensive income.
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An impairment loss in respect of invesiment in equily-gccounied investees are measured
by comparing the recoverable amount of the investments with ils carrying amount in
accordance with impairment of ron-financial assets {(Note 3(j)).

Unrealised gains arising from transactions with the equity accounted investees are
climinaled against the investment to the extent of the Group's interest in the associale and
Jjoint venture, Unrealised losses are eliminated in the same way as unrealised gains, but
only to the catent that there is no evidence of impairment.

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

Upen 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 associate or joint venture upon loss
of significant influence or joinl 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-cnd different from the Group’s
consolidated financial statements. Accordingly, the adjustments are made for any
significant transactions or events happening in the months between the year end of the
equity accounted investees and 31 March.

2) Interests in joint operations

A joint operation is a contractual arrangement whereby two or morc parties that have
joint control of the arrangomont have rights fo the assets and obligations for the
liabilities, relating to the arrangement.

Interests in joint operations are accounted for using the proportionate consolidation
method. The Group combines its share of each of the assets, liabilities, income and
expenses of the joint operations with the similar items, 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, adiustments arc 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’ auvdited financial
staternents o bring them in line with the Group’s accounting policics.

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 impairment of non-financial assets (Note 3(j)).

The join operatiens are propartionately consolidated from the date of acquisition of joi
gontrol until the date on which the Group ceases to have joinl conirol over the joint
operations. All intra-group transactions and balances are eliminated {o the extent of the
Group’s share in the joint operations.
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h) Inventories
i} Crude oil and petroleun products

Crude oil inventory is valued at the lower of weighted 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 Tanuary 1981, The formula for establighing the cost of erude oil has been revised
in accordance with a resolution by the Supreme Council for Petroleum effective 1
July 1997,

Liquefied petroleurn gas and finished products are valued at the lower of cost and
net realisable value, Cost is detcripined using the weighted average method on an
individual product basis. Costs are those expenses incurred in bringing each
product te its present location and condition. This includes cost of crude oil and
natural gas supplied plus an allocation of processing costs and overheads 1o cach
product based on their relative market values.

Net realisable value 1s based on estimated selling price less any further costs
expected to be incurred on completion and disposal. Quantities loaned to, less
borrowed from, exchange partoers are included within inventory unless they are
settled in cash on a regular basis in which case they are inchuded within other
receivables and prepaymenis or other payables or accrvals as appropriate.

i} Other

Spare parts, materials and supplies mainly used in operations are valued at lower
of cost and nct realisable vaive. Cost is detennined using the weighted average cost
method. Provision is made for slow moving iems where necessary and is
recognised in the consolidated statement of profit or Joss and other comprehensive
INCOIEe.

i} Deferred expenses

The deferred expenses mainily represent catalysts used in the refining process which are
amoriised on a straight line basis over their estimated usefol lives less impairment losses.
Deterred expenses are recognised {0 the extent that the expenses incurred represent the
future economic benefits to flow to the Group,

i) Imipairment of non-financial assets

An asset is impaired if its carrying amount exceeds its estimated recoverable amount.
The recoverable amount of an assel s the greater of its value in use and its fair value less
costs to sell. In assessing value in vse, the estimated future cash flows are discounted to
their present value using a discount rate that reflects current market assessmonts of the
time value of money and the risks specific to the asset. An assessment is made at each
reporting date io determine whether there is objective evidence that an asset may be
impaired. If such evidence exists, an impairment loss is recognised in the consolidated
statement of profit or loss and other comprehensive income.

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 1.e. CGU. The goodwill acquired in a
business combination, for the purpose of impainment testing, is allocated to CGUs that
are expected 10 benefit from the synergies of the combination,
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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 amouni does not exceed the carrying amount that would have been
determincd, not ol depreciation or amortisation, if no impairment loss had been
recognised.

ky  Bagpk borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of
direct issue costs. Finance charges, including premiums payable on settiement 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 intercst ratc method and are added to the carrying amount of the instrument to
the extent that they are not settled in the period in which they arise.

3] Borrewing costs

Borrowing costs directly attributable to the acquisition, construction or production of an
assct that necessarily takes a substantial period of time to get ready for its intended use or
sale (a2 qualifying asset} are capitalised as part of the cost of the respective assets.
Borrowing costs consist of interest and other costs that an entity 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
mcome generated from the temporary investment of amounis is also capitalized and
dedncted from the total capitalised borrowing cost. Where the funds used to finance a
project form part of general borrowings, the amount capitalised is calculated using 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 initially recorded at the functional currency rate
ruling at the date of the fransaction. Monetary assets and liabilities denominated in
foreign currencies are retransiated at the functional currency rate of exchange ring at
the reporting date. All differences are taken to the consolidaled statements of profit or
loss and other comprehensive income,

Non-monetary items that are measured in terms of historical cost in a foreign currency
are translated using the exchange rates as at the dates of the initial 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 investments in foreign subsidiaries, associates and joint ventures are
translaled into Kuwaiti Dinars at the year end rates of exchange and the resulis of the
subsidiaries, associaled companies and joint ventures are transiated into Kuwaiti Dinars
at the average ratcs of exchange for the year. Forelgn currency differences on the
translation of foreign operations are 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 ou disposal.
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) Fair values of financial instrnments

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

o 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 liabilily, assuming that markel participanis act in
their economic best imnterest.

A farr value measurement of 2 non-financial asset takes into account a market
participant's ability fo gencrate economic benefits by using the assct in its highest and
best use or by selling it to another mariet participant that would use the asset in its
highest and best vse.

For investments and derivatives traded in organised financial markets, fair value is
determined by reference to quoted market bid prices at the close of business on the
reporting date. The fair value of fund investments or sitilar investiment vehicles is based
on the last 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 techuniques such as recent arm’s length
transactions, reference to the current fair value of another instrument that is substantiaily
the same, an eamings maltiple, or is based on the expected cash flows of the investment
discounted at current rates applicable for items with similar ferms and risk
characieristics. Fair value estumaies take mto account liquidily constrainis and
assessment for any impairmment.

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

0} Taxes on income

Income tax expense 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, caiculated using tax rates that have been enacted or
substantivcly cnacted by the reporting date. Deferred income taxes reflect the net tax
effects of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for income tax purposes. Deferred
tax assets and liabilities 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 ave recognised for the carry forward of unused tax losses
and unused tax credits to the extent that it is probable that fufure taxable profit will be
available against which the unused tax losses and unused tax credits can be utilised.
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Deferred tax liabilities are recognised for taxable temporary differences arising on
investments in subsidiaries and associates and interests in joint venture, except 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.

p} Derivatives

Derivative contracts are used in the management of interest rate risk, foreign exchange
risk, commodity price risk, and foreign currency cash balances. Derivatives that are not
closely related to the host contract in terms of economic characteristics and risks of
which the host contract is not a financial assct, are scparated from their host contract and
recognised at fair value with the associated gains and losses recognised in income.

Derivatives embedded within contracts that are not already required to be recognised at
fair value, and that are not closely related to the host coniract in terms of economic
characteristics and risks, are separated from their host coniract and recognised at fair
valug; associated gains and losses are recogniscd in income.

In accordance with TFRS 9, all derivatives are measured at fair value, The {air value of
a derivative is the amount for which an asset conld be exchanged, or a liability settled,
between knowledgeable, willing parlies in an arm's leppth transaciion, Derivatives with
positive market values {unrealised gains) are included in other receivables and
prepayments and derivatives with negative market values (unrealised losscs) arc
included in trade and other payables in the consolidated statement of financial position.
The resultani gains and losses from derivatives are included in the consolidated income
statement.

The Group also cnters into sales and purchase contracts as part of its operations. Where
these contracts qualify as a derivative or include an embedded derivative as defined by
[FRS %, they are stated at fair valuc. Fair valuee is assessed by applying prevailing market
prices directly to the contract or embedded derivative, where possible, or by identibying
separate finarcial 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 cstimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the obligation. Provisions are measured at
the best estimaie of the amount o be seiiled.

r) Offsetting

Financial assels and financial liubilities are 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 recognised amounts and the Group intends to either settle on a net basis, or
to realise the asset and settle the liability simultaneously.
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5} Revenue recognition
Sale of goods

Revenue from contracts with customers is recogmised upon satisfaction of the
performance obligations for the iransfer of the promised goods and services, The revenue
amount thal are recognised reflect the consideration to which the Group expects to be
entitled in exchange for those poods and services. Revenuc from the sale of finished
products is recognised when a customer obtains control of those products, which
normally is when title passes at point of delivery, bascd on the contractual terms of the
agreements.

For export sales, a portion of products are sold on cost and freipht hasis, 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 total fransaction price to delivery services
based on a besl eslimate of a similar stand-alone service. Revenues on these services arc
recognized over the time,

Certain products in certain markets may be sold with variable pricing arrangements. Such
arrangements determine that a preliminary price 15 charged 1o 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 afier that time, In such cases, and irrespective of the
(ormula 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 estimaled 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 [FRS 15,
the Group considered this as variable consideration while determining the transaction
price for sale of products,

The Group operates customer loyalty programmes under which part of the consideration
received from the sales transactions 1s allocated to award credits granted, on the basis of
their fair value, and recorded in the consclidated statement of financial position item
“other liabilities”; such liability is released fo the income statement {as a revenue) in the
vear when award credits are redeerned by customer or rights arc cancelled.

Local marketing and distribution network operation

Cost of operating filling slalions, gas plant operations and distribution network is
reimbursed by the Ministry of Oil and is recognized over the period of time.

Other Services

The Group also provides ancillary services such as car washing, defueling and ather
maintenance services for which is recognised over a period of time as the related services
are performed.
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Take or pay and under/over lifis

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

The following criteria are also applicable 1o other specific revenue transactions as “Other
revenue’.

For the under/over lifts transactions, the Group follows a commonly used method m the oil
and gas industry namely “Adjusling revenue approach” under the “Entitflement method”,
Under adjustment rovenue approach, the excess of product sold during the period over the
participant’s ownership share of production fram the property is recognised 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 (reccivable) at the reporting date spot price or prevailing
<oniract price and report corresponding effect as “Cther revenue”.

Under these contracts, the Group makes 2 long-term supply cormitment in refurmn for a
commitment fom the buyer to pay for minimum quantities, whether or not the cusiomer
takes delivery. These commitments contain protective (force majeure) and adjustment
provisions. If a boyer has a right to get 2 “make up” delivery al a later datc, revenne
recognition is deferred and only recognised when the product is delivered, or the make-up
product can no longer be taken. If ne such option exists within the comractual terms,
revenue is recogniscd when the take or pay penalty is triggered.

Fipeline tariff

Revenue from pipeline taniff is recognised at the time when hydrocarbons are transported
through the pipeline.

Time chavter of vessels

Time charter-out revenues and time charter-in costs are recognized in accordance with
charter party agreements on a pro-rata basis over the term of the related contracis.
Disputed hire revenues and related recoverable claims are recognized as revenne when
the final outcome is determined,

Voyage charter

Revenue from voyage charler is recognized on the percentage of completion method.
The percentage of rovenue to be recognized is determined by reference to the costs
incurred {0 date as a propertion of the estimated total cost of the voyage.

Interast income

Interest income is accrued on a time proportion basis with reference to the principal
culstanding and at the effective interest rate 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 receive payment is established.
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t) Leases

Policy applicable from | April 2019

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

Group as a lessee

The Group applies a singic recognition and measurement approach for all leases, except
for short-term leascs and leases of low-value assets. The Group recognises lease
liabilities to make lease payments and right-of-use assets representing the right to use the
underlying assets,

i. Righl-of-use assets

The Grouvp recognises right-of-use assets at the commencement date of the lease (i,
the daie the underlying assct 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 labilities. The cost of ight-of-use assets includes the amount
of lease liabilities recognised, initial direct costs incurred, and lease payments made
at or before the commencement date less any lease incentives received. Right-of-use
asscts are depreciated on a straight-line basis over the shorter of the lease term and
the estimated useful lives of the assets, If ownership of the leased asset transfers to
the Group at the end of the lease term or the cost reflects the cxercise of a purchase
option, depreciation is caleulaied using the estimated useful life of the asset,

The right-of-use assets are also subject to impairment. Refer to the accounting policies
of impairment of non-financial assets (Mote 3¢1)).

il. Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilitics
measured at the present value of lease payments to be made over the lease term. The
lease payments include fixed payments (including in-substance fixed payments) less
any lease incentives receivable, variable lease payments that depend on an index or 2
rate, and amounis expected to be paid vnder residual value guarantees. The lease
payments also include the exercise price of a purchase option reasonably certain o be
exercised by the Group and payments of penalties for terminaling the lease, if the
lease term reflects the Group exercising the option to terminate. Variable lease
payments that do not depend on an index or a rate are recognised as expenses {unless
they are incurred to produce inventories}) in the period in which the event or condition
that triggers the payment ocours.

In calculating the present value of lease payments, the Group uses its incremental
botrowing rate at the lease commencement date because the interest rate implicii 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 carrymg amounl of lease Habilities is remeasured if
there is a modification, a change in the lease term, a change in the lease payments
{c.g., changes to future payments resulting from a change in an index or rate used (o
determine such lease payments) or a change in the assessment of an oplion to purchase
the underlying asset.
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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 equipment (i.e., those leases that have a lease term of 12 months or
less from the commencement date and do not contain a purchase option). It also
applies the lease of low-value assets recognition exemption to leases of office
equipment that are considered to be low valve. Leasc payments on short-term leases
and leases of low vaiue assets are recognised as expense on a straighi-line basis over
the lease term._

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 operaling nature. Initial direct costs
ineurred in negatiating and arranging an operating lease are added to the carrying amount
of the teased asset and recogniscd over the lease term on the same basis as rental income.
Contingent rents are recognized as revenue in the period in which they arc carned,

Policy applicable before | April 2019

The detenmination of whether an arrangement is, or contains a lcase is based on the
substance of the arTangement and requires an assessment of whether the fulfilment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement
conveys a right lo use the asset, even if that right is not explicitly specified in an
arrangemcnt.

Group as a lessee

A lease is classified at the inception date as a finance lease or an operating leasc, A lease
that transfers substantially all the risks and rewards incidental to ownership to the Group
is classified as a finance lcase.

Finance Icases are capitalised at the inception of the Icase at the fair value of the leased
asset of, if lower, at Lhe present value of the minimum lease paymeits. Leasc payments
are apportioncd between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remeining balance of the lability. Finance
charges are charged directly against income,

A leased asset is depreciated over the useful life of the asset. However, if there is no
reasonable cerlaiaty that the Group will obtain ownership by the end of the lease term,
the asset is depreciated over the shorter of the estimated useful life of the asset and the
lease term.

Leascs where the lessor retains substantially all the risks and bencfits of ownership of
the asset are classified as aporating leases. Operating lease payments are recognised as
an expensc in the statement of income on a straight-line basis over the lease ferm,

Grroup as o lessor

Leases where the Group does not iransfer substantially all the risks and benefits of
ownership of the asset are classified as operating leases. Initial direct costs incurred in
negotiating an operating lease are added to the carrying amount of the leased assel and
recognised over the lease term on the same bases as rentat income. Contingent rents are
recognised as revenue in the period in which they are eamned,
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u}  Provision for employees’ indemnity
Defined benefir and contribution scheme — Parent and local subsidiaries

Provision is made for employees’ indemnity in accordance with the Kuwait Labour Law
based on employees' salaries and accumulated periods of service or on the basis of
employmen{ contracts, where such contracts provide exlra benelits. The provision, which
is nnfunded, is determined as the amount payable to 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 contribute
monthiy on 2 fixed-percentage-of-salaries basis. The Group’s share of contributions to this
scheme, which is a defined contribution scheme, is charged o the consolidated statements
profit or loss and other comprehensive income in the year to which they relate. The
difference between CGil Sector Law and Labor Law is also acerued for Kuwaiti employees.

Defined benefit scheme — Foreign subsidiaries

The Group’'s subsidiaries in the UK, Sweden, Belgium, Germony and Haly (see
“Termination allowances” below) provide defined pension schemes for their emplayees.
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 calculation results in a potential asset for the Group, the recogmsed
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 to the plan. To calculate the
present value of economic benefits, consideration is given to any applicable minimum
funding requirements.

Remcasurcments of the nct defined bengfit liahility, which comprise actuarial gains and
Iosses, the returs on plan assets (excluding interest) and the effect of the assct coiling (if
any, excluding interest), are recognised immediately in other comprehensive income. The
Group determines the net interest expense (incotne) on the net defined benefit Hability
(assel) for the period by applying the discount rate used to measure the defined benefit
obligation at the beginning of the annual perind to the then-net defined benefit Hability
(asset), taking into account any changes in the net defined benefit liability {asset) during
the period as a result of contributions and benefit payments, Net interest expense and other
cxpeases related 1o defined benelit plans are recognised in the consolidated statements
profit or loss and other comprehensive income.

When the benefits of a plan are changed or when 2 plan is curtailed, the resulling change
in benefit that relates to past service or the gain or loss on curfailment is recognised
immediately in the consolidated statement of profit or Toss and other comprehensive
ineome. The Group recognises gaing and losses on the settlement of a defined benefit plan
when the sefilement occurs.

Defined contribution schemes

In addition to the defined schemes desertbed above, the Group's affiliates in the UK,
Belgium and Netherlands sponscr defined contribution plans for employees based on local
practices and regulations. The Group’s contributions relating to defined contribution
schemes are charged to the consolidated statements of profit or loss and other
coraprehensive income in the year to which they relate.
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Termination alfowarnces

Employees in the Group’s Ttalian operations are entitled to retirement benefits in the
ferm of termination allowances, These allowances are payable to cmployees 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 parl, during their
employment for certain specific purposes. The Group accounts for these arrangements
using defined benefit principles.

v)  Emissions rights

The Group’s subsidiary is a party to the EU Emissions Allowance Trading Scheme under
which EU member states are requized fo set an emission cap for certain installations, The
Group records a liabilily, 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.

w}  Assets held for sale

Assets classified as held for sale are separately presented in the consolidated statement of
financial position and reported at the lower of the carrying amount or fair value less costs
to sell, and are no longer depreciated. The assets and liabilities classified as held for sale
are presented in cwrrent asseis and liabilities of the consolidated statement of finaneial
DositIon.

x}  New standards and interpretations not yet adopted

The new and amended standards and interpretations that ae issued, but not vet 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 cffective.

Amendmenis to IFRS 3: Definition of a Business

In October 2018, the IASB issued amcndments to the definition of a business in IFRS 3
Business Combinations to help entities determine whether an acquired set of activitics
and assets is a business or not. They clarify the minimum requirements for a business,
remove the asscssment of whether market parlicipants arc capable of replacing any
missing elements, add guidance to help entities asscss whether an acquired process is
substantive, narrow the definitions of a business and of outpuis, and introduce an
optional fair value concentration test.

Amendments to [AS | and 1AS 8: Definition of Material

In October 2018, the IASB issued amendments to IAS I Presentation of Financial
Statements and IAS 8 dccounting Poficies, Changes in Aecounting Estimates and Frrors
to align the definition of ‘material’ across the standards and to clarify ccrtain aspects of
the definition. The new definition states thai, 'Information is material if emitting,
misstating or obscuring it could reasonably be expected to influence decisions that the
primary users of general purpose [inancial statements make on the basis of thoge
financial statements, which provide financial information about a specific reporiing
entity.” The amendments to the definition of material is not expected to have a significant
impact on the Group’s consolidated financial statements.
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4. Significant accounting judgement and estimates
Critical judgentents in applying the Group”s accounting policies

In the process of applying the Group’s accounting policies, which are described in this note,
management has made the following judgments that have the most significant effect en the
amounts recognised in the consolidated financial statements (apari from those involving
estimations, which are dealt with below).

Recognition of provisions

The Group is subject to a number of matters which could lead to an outflow of economic
benefits. In meking an assessment as to whether such matters require either provision or
disclosure, management is required W consider, amongst other {actors, whether 2 constructive
obligation exists at the reporting date and whether the resuiting risk of an outflow of economic
benefits is probablc (requiring a provision), less than probable but more than remote (requiring
disclosure) or remote (reguiring neither provision nor discourse)}. In the current year, the most
significant judgements 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 consiructive obligations at the reporting date in

relation to various restructuring programs; and
. The extent lo which it is probable that the Group will have to make payments in respect
of a number of tax, legal and reguiatory disputes.

Further details of amounts for which cither provision or disclosure was deemed to be required
are given in Notes 22 and 36 respectively.

Joint arrangements

Judgement is required to determine when the Group has joint centrol over an arrangement,
which requires an assessment of the relevant activities and when the decisions in relation to
those aclivifies require vpanimous consent. The Group has determined that 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 eperating expenditure work
program and budget for the joint arrangement, and the approval of chosen 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 1o determinc control over subsidiarics.

Performance obligations

The judgments applied in determining what constitutes a performance obligation will impact
when coatrol is likely to pass and therefore when revenue is recognised ie. over time orat a
point in time. The Group has determined that two performance obligation exists on its
international sales i.e. products and shipping and handling services. Revenue from sale of
products are recognised at a point in time and revenue from shipping and handling services Is
recognised overtime,

Determining the lease term of contracts with venewal and termination options — Group as lessee
The Group determines the lease term as the non-cancellable term of the lease, together with any
periods covered by an option to extend the lease if 3 is reasonably certain to be exercised, or

any periods covered by an option to terminate the lease, if it is reasonably cerlain pot to be
cxercisod,
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The Group has several lease contracts that include extension and tcrmination options. The
Group applies judgement in evalvating whether it is reasonably certain whether or not to
exercise the option to renew or terminale the lease, That 1s, it considers all relevant factors that
crcate an cconomie incentive for it to exercise either the renewal or termination, Afler the
commencement date, the Group reassesses the leasc term if there is a significant event or change
in circumstances that is within its control and affects its ability to exercise or not to exercise the
option to renew or to terminate.

Key sources of estimation uncertainty

The key assumptions coneerning the future, and other key sources of cstimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities in the next financial year, are discussed below:

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 relcvant risks and uncertainties
and the time value of money, This requires management to make its best estimates of the likely
future outflows, the expected timing of such outflows and the discount rate to be applied to
such outflows, taking into account the risks specific to the pagticular exposure. Further details
of the nature of provisions recorded by the Group are provided in Note 22. The majority of
ithese exposures are expected 10 be settled over a relatively limiled number of years which limits
the uncertainty in respect of the time vaive of money.

Reserve and resource estimates

Oil and gas production properties are depreciated on a units of production {*UQOP™) basis at a
rate calculated by reference 1o total 2P reserves determined using the lalest estimates provided
by the Group’s technical staff, which are based on estimates provided by the field operator,
Commercial reserves are determined using estimates of oil in place, recovery factors and future
oil prices, the laiter having an impact on the toial amount of recoverable reserves and the
proportion of the gross reserves which are aftributabie to the host government under the terms
of (he Production-Sharing Agreements. Fulure 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 coonomic assumptions used may change and as additional geological information is
produced during the operation of a field, estimates of recoverable reserves may change, Such
changes may impact the Group’s reported financial position and results which include:

» The carrying value of explorstion and evalvation assets, oil and gas properties, property,
other fixed assets and goodwill may be affected due to changes in estimated fulure cash
flows.

o Depreciation, depletion and amortigation charges in consolidated statement of income may
chanpge where such charges are determined using the units UOP method, or where the
useful life of the related assets change.

« Provisions for decommissioning may change - where changes to the reserve estimates
affect expectations about when such activities will occur and the associated cost of these
activities.
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¢ The recognition and camying value of deferred income tax assels may change due to
changes in the judgments regarding the existence of such assets and in estimates of the
likely recovery of such assets.

Exploration and evaluation expenditures

The application of the Group’s accounting policy for cxploration and evalzation expenditure
requires judgement in determining whether it is likely that future economic benefits are likely
cither from future exploitation or sale or where activities have not reached a stage which permits
a Teasonable 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 ihese estimates directly impact the point of deferral of exploration and
evalvation expenditure. The deferral policy requires management to make cerfain estimates and
assumptions as to fulure ¢vents and circumstances, in particular whether an economically viable
extraction operation can be established.

Any such estimates and assumptions may change as new information becomes available, If,
after expenditure is capitalised, information becomes available suggesting that the recovery of
the expenditure is unlikely, the relevant capitalised amount 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

il and gas propertics arc depreciated using the UQP method over 2P reserves. This resuits in
a depreciation, depletion and amortisation charge proporticnal lo the depletion of the
anficipated rematning production from the field.

Each items’ life, which is assessed annuatly, has regard to both its physical life limitaiions 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 recaverable reserves and estimates of future capital expenditure. The caleulation of the UOP
rule of depreciation coutd be impacted to the extent that actual production in the fuiure 1s
different from cwrrent forecast production based on toial 2P reserves, or fuiure capital
expenditure estimates changes. Changes to reserves could arise due to changes in the factors or
assunptions used in estimating reserves, including:

» The effect on proved reserves of differences between actual commodity prices and
commodity price assumptions, or

+ LUnforeseen opetational issues.

» 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 exists, a lormal estimate of
the recoverable amount is made, which is considered to be the higher of the fair value less costs
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, future capital requirements, decommissioning costs,
exploration potential, reserves estimates and operating performance {which includes production
and salcs volumes). These cstimates and assumptions are subject to risk and uncertainty.
Therefore, there is a possibilily that changes in circumstances will impact these projections,
which may impact the recoverable amount of assets andfor CGUs.
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Fair value for oil and gas assets is generaily determined as the prescnt value of estimated futnre
cash flows arising from the continued use of the assets, which includes estimates such as the
cost of future expansion plans and eventual disposal, using assvmptions that an independent
marke! parlicipant may take into account. Cash flows are discounted to their present valug using
a discount rate that reflects current market assessments of the time value of money and 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 targely independent of those of other assets.
Impairment of non-current assets, exciuding ofl and gas properties

Determining whether goodwill, intangible assets or property, plant and equipment, excluding
oil and gas properties, arg impaired requires an estimation of the fair value less cost of disposal
or value in use of the relevant cash-generating units. These calculations require the entity to
estimate the future cash flows expecied to arise from the CGU and a suitable discount rate in
order to calculate present value. These calcniations require the use of ostimates and the input
factors most sensitive to change.

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 reporting date
based on the existence of any objective evidence that the investment in eguity accounted
investees is impaired. If any impairment indicators are identified, the Group calculates the
amount of impairment as the difference between the recoverabie amount of the investment and
its carrying value and recognise the impairment ioss in the consolidated statement of profit or
loss.

Remeasurement gains and losses

In caleulating the carrying value of its deflined benelil schemes, management is required to
apply a number of assumptions, the most significant of which are investment growth, future
salary growth and discount rate.

Recovery of deferred lax assets

Judgement is required to determine which types of arrangements are considered to be 2 tax on
income in contrast 1o an operating cost. Judgement is also required in determining whether
deferred income tax assets are recognised in the statement of financial positicn. Deferred
income tax assets, including those arising from un-utilised tax losses, require management to
agsess the likelihood that the Group will generate sufficient taxable earnings in future periods,
in order to utilise recognised deferred income tax assels. Assumptions about the generation of
future taxable profits depend on management's estimates of future cash flows. These estimates
of future taxable income are based on forecast cash flows from operations (which are mpacted
by production and sales volumes, oil and natural gas prices, reserves, operating costs,
decommissioning costs, capital cxpenditure, dividends and other capital management
transactions) and judgement about the application of existing tax laws in each jurisdiction. To
the extent that fufure cash flows and 1axable income differ significantly from estimates, the
ability of the Group to realise the net deferved income tax assets recorded at the reporting date
could be impacted.
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15, Deferred tax assets and ligbilities

16.

Components of deferred tax assets/ (liabilitics) are as follows:

a. Income taxes

2020 2019
KD*000 KTy (i

Statement of profit or loss
Current year expense 23,992 12,289
Dreferred tax expensc 39,060 142,628
63,052 154,517

Statement of financial position

Dreferred tax assets 164,151 267,262
Deferred tax liabilities (Note 22} (93,034) (151,368)
71,117 115,894

b.  Taxes receivable/ (payable)
Taxes receivable 5,847 5073
Taxes payabie (117,511) (159,211)

(111,664) (154,138)

‘Taxes receivable mainly comprise corporate income tax and related 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 & foreign subsidiary.

Baank balances and cash

2020 219

K000 KD*000

Cash and current accounts at banks 352,016 1,411,126
Short-term bank deposits matvring within threc months 156,830 469,714
Cash and cash equivalents 508,946 1,880,840
Short-term bank deposits maturing after three months 172943 156,539

681,889 2,037.37¢%

Bank balances and cash include Pound Sterling 149 thousand, equivalent to KD $7 thousand
{201%; Pound Sterling 147 thousand, equivalent to KD 59 thousand) recovered from former
emplovees against whom the Corporation has initiated legal proceedings for financial
irregularities (Note 36).

The comesponding amoun! of KD 57 thousand (2019: K13 59 thousand) is reported under other
credit balances (Motes 23).

The interest rate on short-term deposits ranges from §1.7% 10 2.7% (2019: interest rate ranges trom
0.01% 10 2.15%) per annum,
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17.

18.

19,

20,

21,

drteol) e Jg i atnda
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Assets held for sale

Foliowing KINPC’s Board of Directors resolution dated 21 March 2017, KNPC shut down
Shuiaba Refinery (“SHIT"} operations with effect from 31 March 2017. Consequently, KNPC
transferred certain assets to other refineries and decided to dispose off the remaining assels.
Subscquent te above, the management classified the transaction as asset held for sale in
accordance with IFRS 5 Non-current dssets Held for Sale and Discontinued Operations and
presealed separalely in (he consolidated statement of financial position. Furthermore, a
Disposal Committee was established and actively working on identification and negotiation
with the potential buyers of the SHIJ assets. The management determined that substantial period
of time is required for dismantling and disposing these assets to the potential buyer, after
conclusion of the sales transaction.

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

2020 219

KI¥000 KD*000

Balance at beginning of the year 33,100 41,606
Reclassification from property, plant and equipment {Note 5} 3,700 -
Disposals - (9.524}
Reclassification from / (t0) inventories 4,026 (4,922)
40,886 33,160

Statutory reserve

In accordance with Article 12 of Law Decree No. 6 of 1980, the Corporation has resoived to
discontinue the annuval iransfer to statuiory reserve since the reserve would exceed 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 subsidiarics, which were transferred by the Government of the State of Kuwait, and
their net asset vahues ar 31 December 1979, No transfer to capital reserve has been made for the
curmrent year (2019; KD Nil).

General reserve

In aceordance with Article 12 of Law Decree No, 6 of 1980, 10% of the profit for the year
attributable to equity holders of the Corporation is fo be transferred {0 the general reserve, the
percentage of which may be changed in accordance with a resolution of the Supreme Council for
Petrolemn (Note 25).

Reserve for replacement and renewal of property, plant and equipment

Article 10 of Law Decree No. 6 of 1980 states that the Corporation may provide part from its
profils 1o meet the costs of replacement and renewal of the Corporation’s and its subsidiartes’
property, plant and equipment, after approval of the Supreme Council for Petrolcum. The reserve
is based on the difference between depreciation, calculated on the historical cost of the property,
plant and equipment of the Corporation and its Kuwaiti subsidianes, and depreciation calculated
op the replacement cost of assets using their insured (generaily replacement) values. The
management has propesed to transfer K 27 million to the reserve as at 31 March 2020 (2019:
K> 98 million), which is subject to approval of the Supreme Council for Petroleum.
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22. Non-current liabilities

2020 2019

KDy (00 KD*000

Profit available for distribution (Note 25) 6,224,605 3,274.401
Employees’ terminal benefits (Note 22.1) 1,461,957 1,370,112
Pension fund liabilities {Note 22.1) 33,753 40,789
Long-term loans {Note 22.2) 3,593,949 3,912,191
Deferred tax liabilities (Note 152} 93,034 151,308
Provisions {Note 22.3} 54,095 60,322
Lease liabilitics (Note 8) 812,934 -
Others (INote 22.4} 270,191 327,964

Kuwait Petrolenm Corporation and Subsidiaries

State of Kuwait
Netes to the consolidated financial statements dsiatg=all ctgginall Risinda
for the year ended 31 March 2020 Kuwalt Petrelaiim Corporaton

12,544,518 9,137,147

22.1. Employees’ terminal benefits and Pension fund lizbilities

The principal defined benefit lunds schemes relating to KPC- Aruba, a wholly owned
subsidiary of the Corporation, operate in the United Kingdom, Germany, Belgiam and
lialy. Provisions for pension obligations are established for benefits payabie in the fonn
of retirement, disability and surviving dependent pensions. The benefits offered vary
according to the legal, fiscal and cconomie 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 2020, and these showed that the
funds and schemes in the United Kingdom, Belgium, Germany and Italy had anet deficit.
The main assumptions used in the actuarial valuation were a rate of pension increase
ranging from 1.75%10 2.3% (2019: 1.75% to 3.1%) per annum, an annual salary increase
ranging from 0% to 3.8% (2019: 0% to 4.7%) per annum, a discount rale ranges from
1.4% 1o 2.3% {2019: 1.2% to 2%) per anrmm and inflation rate assumed ranging from
2% 10 2.3% (2019 2% 10 3.2%) per annun,

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

Sermsitivity analpsis

A 0.25% increase/ decrease in the rate of pension mcrease, discounl rale, annual salary
and inflation assumed at 31 March 2020 would not have any significant effect on the
pension fund liabilities as of that date.

22.2. Long-term loans

The long-term loans mainiy represent borrowings by KARGQ , KPC-Aruba, KUFPEC,
ENPC, KOTC and KIPIC.

Remarkable Efforts - Annual Report 2019-2020

KARO

On 17 May 2007, KARO’s subsidiary signed a USS 1,400 million tcrm debt facility
agreement with a consortium of banks which includes commercial facilities of USS
1,053 million and an [slamic foan facility of US$ 347 million. The term loan is
repayable over a period of 11 years in biannual instalments starting from 15 December
2010 and maturing on 15 June 2021. The coupon rate on this facility is LIBOR + 0.4%
till the completion of the project, LIBOR + 0.45% till 7th anniversary of the project,
LIBOR +0.6% till 10th anniversary of the project and LIBOR + 0.7% till the maturity
date. The effective interest rate on the outstanding loan was 2.82% (2018: 2.26%) per
annum. The facility contain certain financial covenants which are being met by KARO
Group. The facility 1s secured by a charpe over the property, plant and equipment of
KARO (Note 5).

KPC-Aruba

The long term loans to KPC-Aruba are denominated in Euro and bear varions interest
rates. In 2014, Kuwait Petroluem Italiz 8.P.a, a subsidiary of KPC-Aruba, secured a
Euro 450 million long term loan, equivalent to US$ 484 million, the proceeds of which
were used for the acquisition of certain cntitics, In prior years, the subsidiary
reregotiated the above long-term loan facility. 1nder the new terms of the agreement,
30% of the amount borrowed is payable in 2017-18, 30% in 2018-19, 20% in 2019-20
and the remaining 20% in 2020-21. The loan bears interest at 6 monthly EURIBOR
plus 0.85% (2019: interest rate at 6 monthly EURIBOR plus 0.85%}. The facilily
contain certain financial covenants which are met by KPC-Aruba. At the reporting date,
KPC-Aruba repawd 80% of loan amount.

During the year, Kuwait Petroleum Espana, a subsidiary of KPC-Aruba, secered a long-
term loan facility of Euro 43 millien. The loan carries an interest rate at 6 monthly
EURIBCR plus 1.05% and 1s expecled o be fully repaid in seven vears. At the
reporting date, the subsidiary drew dawn Eure 29 million.

Further, Kuwait Petroiemn Belgium, a subsidiary of KPC-Aruba, secured long-term
loan facility of Furo 70 million, The loan carries an inferest rate 1.2% and repayment
will start after a grace period of 2 years and expected to be fully repaid by 2028. At the
reporting date, the subsidiary drew dawn Evro 55 million,

In prior years, a long-term loan facility has been secured by Milazze Refinery, a joint
operation. The Group's share of the amount outstanding is US$ 62 million (2019: US$
77 million}. The loan carries an intercst raie at 6 monthly EURIBOR plus 0.85% {2019
mierest rate at 6 monthly EURIBOR plus 0.85%) and is expected to be fully repaid in
2022-2023.

KUFPEC

As of 31 December 2019, KUFPEC had an unsecured loan facility with principal
amount of USS 1,100 million, cquivalent to KT 334 million. The average interest rate
during 2019 was 3.11% (2818: 2.98%) per annum. The loan facility is repayable n 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.

Kuwait Petroleum Corporation
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KNPC

On 28 Apnl 2016, KNPC entered into a long-term loan agreement {“Facility™) of KD
1.2 billion with 2 consortium of banks. The Facility consists of conventional and
Islamic financing and is repayable in semi-annual ipstallments of KD 80 million fiom
April 2019 1ill 28 April 2026. The Facility carries an interest rate of 1% (201%: 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, KINPC fully
ulilized Islamic and conventional facility of KD 710 million and KD 470 million
respectively.

On 29 August and 31 Angust 2017, 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 biannva) instalments siarting from 2018 and maturing between 2026 to 2028, Qut of
the total committed ECAs Financing, USD 500 million {equivalent to KD 150 million)
carries fixed inferest rate of 3.22% per annum and USD 5,745 million (equivalent to
KD 1,772 millien) carmies variable interest rate of 6 months LIBOR + margin that
ranges from 0.753% to 1.25% per annum. Interest is pavable 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.
‘Fhese covenants includes leverage covenant, interest cover charge, tangible net worth.,
At the reporting date, KNPC is in compliance with above said customary covenants.

KQTC

On 15 March 2018, KOTC entered into 2 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
15 KD 140 million comprising of Traeche A and Tranche B amounting to KD 28 million
and KD 112 million respectively. As per the apreement, Tranche A is given 6 months
and Tranche B is given 45 days to drewdown the approved facility amount starting from
15 March 2018 and 15 September 2019 respectively. As at 31 March 2020, KOTC had
drawdown KD 112 million {2019: KD 28 miliion from Tranche A} from Tranche B.
Murebaha Finanecing camies a profit rate of 2.20% {(2019: 3.75%) per ennum and is
repayable i equal semi-ennual instalments of KID 9,324 thousand starting from 15 March
2021 to 15 September 2027 with a final instalment ammounting to KI¥ 9,464 thousand
payable on 15 March 2028,

KirIC

On 11 June 2618, KIPIC entered into long term loan agreement (“Long-term loans™)
of Kb 390 million with a consortium of local banks. The Long-term foans consists of
both conventional and Isiamic financing and principal is repayable in 20 semiannual
instalments of KD 19.5 million cach from the date fzlling 36 months aficr 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.

Remarkable Efforts - Annual Report 2019-2020
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Further, on 31 August 2018, KIPIC signed a USD 1.3 billion long ferm loan agreement
with Export Credit Agencies {“the ECAs Financing”}. As per terms of the ECA
Financing, the principal is repayable in 20 semi-annnal instalments of USD 65 miilion
each starting either 6 months after 1 August 2021 or 6 months after the commencement
of LNGI aperations (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 [oan is payable on biannual basis and carries variable interest raic of 6
months LIBOR plus margin that ranges from 0.80% to 0.94% per anmum. At the
reporting date, KIPIC fully drew down the ECA Tinancing.

Exporl Credit Agencies loans, which is denominated in US Dollars and are guaranteed
by KPC, and long-term loans, denominated in Kuwaiti Dinar, are specifically borrowed
only 1o finance Liqueled Natural Gas Import project ("LNGI Project™).

223, Provisions

Provisions relate to one of the Corporation’s subsidiaries in Furope mainly represents
environmental provisions in connection with closure of a refinery and telocation of
certain of the subsidiary’s managemenl together with restructuring of operations in
France, Belgiom, ltaly and Germany.

2020 201%

KD'600 KDFooo

Environmental (Noie i} 53,186 59,366
Restructuring and others (Note 1i & Iif} 509 956
54,095 60,322

i, Environmenial

The Group has accrued for costs associated with envirenmental clean-up, principally
relating to Belgium and Ttaly. In Belgium, costs are expected to be incurred in the
ncxt one to three years and which has now started, progresses. Costs related (o clean
up of depot facilities at Naples have been sdjusted for infiation and discounted at
9.67% (2019: 3.2%) as these are not expected to be incurred until at least 2027.
Remediation costs to logistics facilities al Silone in aly were to be incuired
following the closure of the facility but the decision on closure has been deferred,
There is a related nos-current govermnment reccivable which relates to a fiscal
reimbursement in Ttaly, In Belgium, costs are expected to be incuired in the next one
to three years and have not been discounted as the net effect of interest and inflation
is not considered fo be material.

ii. Restructuriog

The Group had accrued for costs associatcd with business restructuring of the
operations in Belgium as well as the relocation of certain Group manepement and
head office functions. These provisions have not been discounied as the nes offect of
interest and inflation is not considered to be matenial.

lii. Other

Provisions have also been made in respect of various ¢laims incurred in the normal
course of busincss and principally relate to tax, logal and rogulatory disputes in a
number of different subsidiaries, all of which are being contested by the Group. All
claims are expected to be settled within one to five years and may carmry interest.

Kuwait Petroleum Corporation
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224, Others

As at 31 March 2020, non-current lHabilities include an amount of K3 241,482 thousand
(2018: KI> 283,615 thousand) which represents provision for decommissioning costs
related to KUFPLEC.

KUFPEC makes full provision for the fulure cost of decommissioning oil producing
facilities and pipelines on a discounted basis on the installation of those facilities. The
decornmissioning provision represents the present value of decommissioning costs
relating to oil and gas properties, which are expected o be incurred when the producing
oil and gas properties are expected to cease operations. These provisions have been
eslimated based on the KUPTEC’s internal estimates using operators estimates where
applicable. The discount rate used in the calculation of the provision ranges from 3.5%
10 4.5% (2018: 3.5%).

23, QOther payables and accruals

2020 2019

KD’000 KD (K}

Borrowings 1,416,160 1,048,358
Provision for annual leave and accrued compensation 186,578 133,977
Payable to contractors 415,031 514,632
Accruals 246,282 227,449
Retention payable 363,490 345,128
Payablc to exchange partners 44,685 46,661
(ther credit balances 660,449 862,159

3,338,775 3,179,364

Borrowings represents short-lerm loans, including bank overdraft, and current portion of long
term loans, Shor-term loans are unsecured and bear interest at prevailing market rates (Note
22.2}. On 7 February 2019, KPC-Aruba cotered in a revolving credit facility with the National
Bank of Kuwait. This facility is maxirmum of US$ 500 million withoul repayment schedule. The
interest paid on the amount borrowed is Libor +1% and for the vnused facility a commitment fee

of 0.35% is charged.

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
consisis of a conventtonal facility and a Murabaha facility with a S-year tenor and is unsecured.
The facility carries an interest rate comprised of 2 margin over and above the Central Bank of
Kuwait discount rate payable quarterly. The proceeds of the facility will be used for general
coTporate purposes. At the reporting date, the Corporation fully utilised this facility.

Further, on 12 December 2019, the Corparation entered into an agreement for a US Dollar
revolving credif facility of US$ 1 billion with a consortium of global banks, The facility is a
conventional, 5-year unsecured facility. The facility carries an interest rale comprised of the
aggregate of the facility margin and 6 month LIBOR rate payable semi-annually. The proceeds
of the fucility will be used for general corporate purposes. At the reporting date, the unutilised
amount nader this facility amousts to US$ 500 million.

Other credit balances inchude funds recovered from former employees, against whom one of the

subsidiary companies has mmitiated legal proceedings for financial irregularities, fogether with
accumulated interest {Notes 16 and 36).
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24. Amounts due to Ministry of Oil

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

These services prirnarity relale 1o the exploration [or and production of crude o and patural pas
in the State of Kuwait and the local marketing (within the State of Kuwait) of refined products
and liquetied petroleum gas. The costs of the wholly owned subsidiaries, Kuwait Oil Company
K.8.C. and Kuwait Gulf Oil Company K.5.C., are charged ta this account,

25, Profit available for distribution

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

On 25 July 2019, the National Assembly issued Law No. 99 approved dividend distribution of
for the year ended 31 March 2018 amounted to KD 1,791,349 thousand.

Ou 14 February 2019, KPC signed an agreement with the Ministry of Finance with respect o
payment of profit available for distribution amcunted to KD 4,772,796 thousand. As per terms of
the agrecment, the above said amount will be paid in 10 different instalments by 2023, As a result
of this arrangement, KPC determined this transaction as transaction with shareholder of the
Corporation, and recorded the difference between the carrying value and present value of KD
198,396 thousand in the consolidated statement of changes in equity for the year ended 31 March
2019,

In reference 10 Supreme Council for Petroleum resolution no. 1/122 (2/2019) dated 16 July 2019,
the Supreme Council for Petroleum resolution decided to refain profit attributable to shareholders
of the Corporation amounted to KD 878,634 thousand for the year ended 31 March 2019,

For the year ended 31 March 2020, the Board of Directors proposed te retain the profit amounting
to Ki» 395,511 thousand for the year ended 31 March 2020, which was subject to the approval of
the Supreme Council for Petroleum in the annuval peneral meeting,

Subsequent to above, the National Assembly approved the consolidated financial statements of
the Corporation for year ended 31 March 2019 and 31 March 2020 and issued Law No.51/2020
dated 5 October 2020 and Law No. 52/2020 dated 5 October 2020. The Law No. 51/2020
superseded the Supreme Council for Petroleum’s approval to allow the Corporation to retain
profit for the vear ended 31 March 2019 and approved the distribution of profit amounted to KD
790,771 thousand. Further, the Law No. 52/2020 superseded the Board of Directors proposal o
retain profit for the year ended 31 March 2020 and approved the distabution of profit amonnted
10 KD 355960 thousand. Accordingly, the Corporation adjusted its conseolidated financial
statements for the year ended 31 March 2020 by dcbiting and crediting general rescrve and profit
available for distribution amounted to KD 790,771 thousand and KI» 355,950 thousand for the
vear ended 31 March 2019 and 31 March 2020 respectively. The above did not have any impact
on profit for the vear or cash flows.
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26.

7.

The current and non-current classification of profit available for distribution is as follows:

2020 2019

KD'000 KD*000

Current portion 1,839,994 3,091,348
Non-currer, portion {Note 22} 6,224 605 3,274,401

8,064,604 6,365,749

Revenues

The Group's revenue is derived from contracts with customers and is disaggregated by major
products and timing of revenue recognition was disclosed as follows:

2020 2019
KD*000 KD'0{0
Crude oil 14,100,386 16,063,719
Refined petroleum products 8,788,806 10,488,359
LPG and lean gases 1,895,827 2,246,581
Peirochemical products 431,934 502,081
Revenue from marketing and distribution activities 98,686 117,011
Marine 28,964 14,685
Other revenue 31,034 44,071
25,375,937 29,476,507

Point in time
Crude oil 14,339,608 16,019,407
Refined petroleum products 8,755,986 10,452,641
LPG and lcan gases 1,891,162 2,242,612
Petrochemical products 431,934 490,529
Cther revenue 31,034 44,071
25,149,724 29,245,260

Over the time
Revenue from marketing and distribution activities 08,986 117,011
Marine 28,964 14,685
Shipping and handling services 08,263 95,551
226,213 227,247
25,375,937 29,476,507

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

Investment income

Investment income mainty represents interest income on bonds, released gain or loss on sale of
bonds, dividend income from equity securities and realised / unreleased gain or loss from
investments classified as fair value through profit or loss.
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28.

29.

31.

Other income {net)
2020 2019
KD'000 KD’000
Recovery of financial cost 478,032 -
Foreign currency exchange gam / (loss) {23,922) 22,518
UN compensation received {Note 31} 5,853 2,172
Miscellaneous income- net 45616 100,500
5(5,679 125,190

On 15 May 2018, the Conncil of Ministries approved not to recognize recovery of financial cost
for vear ended 31 March 2018,
Directors’ remuneration

The directors’ remuncration represcats the remumncration relating to the Board of Directors of the
Corporation, which are subject to approval of the Supreme Council for Petroleum,

Staff costs

Total staff costs for the year amounting to KD 1,629,729 thousand (2019: KI> 1,887,286
thousand) ar¢ included in cost of revenues and peneral and administrative expenses shown on the
consolidated statement of profit or loss. OF the staft costs for the vear, KD 1,272,994 thousand
{2019: KD 1,392 810 thousand) has been included in cost of revenucs and KI> 356,735 thousand
{2019: KD 494,475 thousand}) has been included in general and administrative expenses.

Staff costs consist of the following:

2020 2019
K000 KD*000
Salaries, wapes and other benefits 1,607,256 1,834,968
Pension and other retirement benefit expenses:
- defined contribution %578 8,437
- defined benefit 4,18¢ 32,059
Compensalion of key management persennel (Note 33}
- short-term benefits 6,315 6,467
- termination benefits 3,394 5,355

1,629,729 1,387,286

UN compensation claims

In respect of losses suffered as a resuit of the Iragi invasion and occupation of Kuwait in 1950,
the Governing Council of the United Nations Compensation Cormunission has approved an
amount of USD 18,864 million, equivalent to KID 3,689 million, to the Group and the Government
of the State of Kuwait for payment as and when funds become available.

As at 31 March 2026, the Corporation received USD 12,939 million, equivalent to KD 3,508
mlion (2019 USD 12,937 miliion, cquivalent £0 KT 3,902 million}.

During the year, the Corporation received compensation claims from the United Nations KD
5,953 thousand (2019: KD 2,172 thousand} (Note 28}.
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32. Fair value information

Fair value is defined as the price that would be received to sell an asset or paid 1o transfer a
lizbility in orderly transactions between market participants at the measurement date. Fair values
are determined [rom quoted prices in aclive markets for identical financial assels or financial
liabilities where these are available. Where the market for a financial instnunent is not active, fair
value is esteblished using a valuation technique, These valuation techniques involve a depree of
estimation, the extent of which depends on the instrument’s complexity and the availability of
market-based data, Investment securities classified as FVOCT are stated at fair values except for
certain investments carried at cost. For other financial asset and habilities carried at cost less
impaitment or amortized cost, 1the camrying value is not significantly different from their fair
values as most of these assets and liabilities are of short termn maturity or re-priced immediately
based on market movement 1o intercst rates,

The Group, mainly through a wholly owned forcign subsidiary, uses derivative financial
instruments for managing risks arising from changes in crede oil and petroleum product prices,
exchange rates and interest rates. The Group does nof use derivatives for speculative purposes.

All foreign currency derivative instruments are marked to mazket at the end of each month. At
year end the gross contract amounts of such contracts, none of which extended beyond 12 months,
were as follows:

2020 2019 2020 2019
UsDoog USD00 KD O KD*000
Foreign exchange contracts 403 945 936,077 152,209 284,755

The net fair value of these contracts was asset of KI¥ 1,695 thousand (2019: KD> 1,679
thousand), level 2 inputs. The above amount is included in foreign currency exchange gain in
the consolidated statement of profit or loss and other comprehensive income.

Determination of fair velue and fair vafue hierarchy:

The Group uses the following hierarchy for determining and disclosing the fair values of financial
instruments:

Level 1: quoted prices in active market for the same insthunent,

Level 2: quoted prices in aclive market {or similar instroments or other valuation techniques for
which all significant inputs are based on observable market data and

Level 3: valuation technigues for which any signilicanl mput is nol based on observable market
data

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

Level 1 Level 2 Level 3 Total
KD000 KD*000 KDOon KI»raon
2020
Financial assets at fair
value through other
comprehensive ingome 4,896,551 6,106 - 4,905,657
Financial assets at fair
value through profit or loss - 201,392 - 201,392
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201%

Financial assets at fair

value through other

comprehensive income 5,604,963 13,227 - 5,618,194
Financial assets at fair

value through profit or loss - 240,911 - 240,911

There have been no transfers between fair value levels during the year ended 31 March 2020,
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2,956
Total
201%
KD00g

Total
2019
KD*000
1,234,166
34,505
1,601
11,822
234,318
17,555
180,297
15,071
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34, Financial risk management

il o Pogi alh B pxe fa

2020
KD'000
2,604
1,847
9,710
Total
2020
KD*000

Total
1,264,185

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

Kuwait Petrolaum Corporalion
41,171

136,989
21,281

.‘-u“.. ) =

432,002
5,509

o creditrisk
o liquidity risk
»  markei risk,

9,710
904
1,876

This note presents information about the Group’s exposure to cach 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
consolidaled linancial stafements,

parties
KD 080

partics

Other related
Other related
KD'eoo

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 Commillee, which is responsible for developing and monitoring the Group’s risk
munagement policies. The Risk Management Committee reports reguiarly to the Board of
Directors on its activities.

Associates
and joiat
ventures
KD*08#
2,604
1,264,185
41,17t
1,847
Associates
and joint
ventures
KD*000
136,989
20,477
432,002
3,633

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 to develop a disciplined and constructive control environment
i which all employees understand their roles and obligations.

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

Credit risk

Credit risk is the risk of firancial loss to the Group if a customer or counterparty to a financial
instrument fails to meet ils coniractual obligations, and arises principally from the Group’s
receivables from customers and investiment securities. The Group has estimated and gathered
all factors relating o the exposure of credit risk.

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of
cach customer. The demographics of the Group’s customer base, including the default risk of
the industry and country, in which customers operate, has less of an influence on credit risk.
Approximately 64% (2019 78%} of the Group’s cutstanding trade receivables is attributable
to 12 customers (Note 13). However, geographically there is no significant conceniration of
credit risk.

Related parties represent associates, joint ventures, directors and key management personnel of the Group and entities controlled, jointly contrelled or significantly influenced

by such partics. All related party transactions are carried out on terms approved by the Group’s management.
The principal transactions with related parties included in the consolidated statement of profit or loss and other comprehensive income are as follows:

Balances with r¢lated parties included in the consolidated statement of financial position are as follows:

Compensation of key management personnel (Notc 30)

Nomn-current receivables from joint venture

Due from related parties

State of Kuwait
Related parties
Purchases
Sales
Cost of production
Marketing foes received
Trade receivables and prepayments
The to related parties
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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 contracts, which represents the maximum open amount without requiring
approval from the Pricing Committee.

In monitoring customer credit risk, cuslomers are grouped according to their credit
characteristics, ineluding whether they are wholesale, refail or end-user customer, geographic
location, industry, aging profile, maturity and cxistence of previous financial difficulties.

Goods are sold subject to retention of title clauscs, so that in the event of non-payment the
Group may have g securcd claim, The Group docs not require coliateral in respect of trade and
other reccivables,

Exposure to credit risk

Al the reporting date, the carrying amoun! of the following financial assets represents the
maximum credit exposure;

2029 2019

KD7000 KD*000

Other non-current assets {other than deferred expenses) 183,346 250,087
Financial assets fair value through other comprehensive income 3,832,411 4,361,695
Trade and other receivables 4,152,528 4,598,308
Bank balances and cash 681,889 1,969,600

8,850,174 11,179,699

The maximum exposure to credit risk net of mpairment losses for trade rececivables and other
non-current assets {other than deferred expenses) at the reporting date by geographic region

was!
2020 2019
KDroog KD’000
Middle East 979,997 785,115
Burope {other than United Kingdom}) 344,785 700,661
United Kingdom 53,340 126,375
Other regions 1,683,752 2,781,176

3,061,874 4,393,127

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:

2020 2019

KD*000 KD*000

Government 1,203,709 1,448,191
Private sector 1,858,165 2.945136

3061874 4,393,327
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The aging of trade receivables at the reporting date was as follows:

2020 2019

KD KD'000

Not past due 2,440,528 3,662,994
Past due not more than one year 400,710 435,795
Past due more than one year 64,327 64,743

2,914,565 4,163,532

The movement in the allowance for impairment in respect of trade receivables and other
receivables was as follows:

2020 2019

KD*000 K000

Balance at 1 April 38,266 20,860
Provision for expected credit losses 5207 21,997
Orther changes (7,438) (4,591)
Balance at 31 March 36,037 38,266

Provision [or expected credit losses are include 1n “provision for impairment loss on property,
plant and equipment, goodwill and others” in the consclidated statement of profit or loss.

Fxpected credit losses

Trude receivables and oiher receivables

Loss allowance for trade receivables and other receivables is measured at an amount equal t©
tifetime ECLs. The lifetime ECLs on trade receivables are assessed based on the Group's
historical credit loss experience, adjusted for factors that are specific to the customers, general
economic condilions and an asscssment 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 ¢ustomers.

Due from related parties balances

‘Transactions with related partics are carried out on a negotiated contract basts. The related
parties are with high credit rating and repute in the markel. Impaiment on the duc 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 expericnces, available press
information and experienced credit judgment. As on 31 March 2020, these are neither impaired
nor due. The lifetime ECL compuied on due from relaled parties are nol sipmificant.

Buank balances and cash

Impairment on bank balances and ¢ash has been measured on a 12-month expected loss basis
and reflects the short maturitics of the exposures. The Group constders that its bank balance
and cash have low credit risk based on the external credit ratings of the counterparties.
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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.
always have sufficient liquidity to meet its liabilitics when due, under both normat and stressed

conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

Liguidity risk is the risk that the Group will not be able lo meot its Boancial obligations as they
fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will

Impairment on investments has been measured on a 12-month expected loss basis and reflects
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for the year ended 31 March 2020

Kuwait Petroleum Corporation

Remarkable Efforts - Annual Report 2019-2020



Kuwait Petroleum Corporation and Subsidiaries

State of Kuwait

Notcs to the consolidated financial statements Relar ==l o) gyiaf Gusaija

for the vear ended 31 March 2020 Ninwalt Petrelaum Corpotation
Muarket risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates and eguily prices will affect the Group’s income or the value of its holdings of financial
tnstruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the retumn.

Currency risk

The Group is exposed to currency risk on sales, purchases and borrowings that are denominated
in a currency other than the respective functional currencies of Group entities, the Euro, USD
ard Pound Sterling (GBP), The Group’s exposure to the risk of changes in foreign exchanye
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,
USD, USD, GBP, Australian Dollar (AUD), Japanese Yen (JPY) and Bahraini Dinar (BHD).

The Group's net sigrificant exposure o foreign currency nisk was as follows based on notional
amounts.

2020 2019

Equivalent Equivalent

position position

long/(short) long/(short}

KD'000 KD'00

EURO 64,725 (46,438)
UsD 4,478,768 4,940 (54
GBP 35,525 43,171
IPY 59,102 109,138
BHD (1,704} 4,194
Others 450,545 638,445

Sensitivity analvsis

A five percent strengthening of the KD against the following currencies at 31 March 2028
would have increascd/{decreased) equity and profit or loss by the amounts shown below. This
analysis assumes that all other variables, in particular interest rates, remain constant. The
analysis is performed on the same basis for the year ended 31 March 2019,

Profit or
Effect in thousands of Kuwaiti Dinars Equity (loss)
2020
EURQO 3,236 (32)
UsD 223,938 200,080
GBP 1,776 162
PY 2,955 -
BUD (85) (85)
Others 22,527 1,990
254,347 202,115
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Profit or
Effect in thousands of Kuwaiti Dinars Equity (Toss}
2019
EURO (3,108) 2,322
UsDh (382,697) {247 453)
GBP (2,159) (79)
Y {5,457) {2,742)
BHD {210) (210
Others (31,922) (2,297)

(425,553) {250,459)

Initerest rate risk

At the reporting date, the interesi rate profile of the Group's interest-bearing financial
instrumenis was:

2020 2019
KD™000 K800

Variahle rate instruments
Financial assets 3.940,584 5,161,746
I'inancial liabilities (5,010,104) (4,960,465)
Net exposure (1,069,525) 201,281

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates would have increased or decreased profit before
taxation by KD 10,695 thousand {2019: KD 2,013 thousand).

Other market price risk

Equity price risk arises from financial assefs carried at FYOCT equity securities. Management
of the Group monitors the mix of debt and equity securities in its investment portfolio based
on market indices.

The primary goal of the Group's investment stratepy is (o maximise investment returns.

The Group does not enter inte 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 marke! prices are readily available.
For such financial assets carried at FYOCE, a 3% increase or decrease in stock prices at the
reporting date woukl have increased or decreased equity by KD 32,197 thousand {2019: an
increase or decrease of KD 88 813 thousand). The analysis is performed on the same basis
for the year ended 31 March 2019.

Capital managememt

The Board's policy is to maintain a strong capital base so as to maintain creditor and market
confidence and to sustain future development of the business. The Board of Directors monitors
the return on capital, which the Group defines as net profit divided by average capital employed.

Kuwait Petroleum Corporation
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35,

36.

There were no changes in the Group's approach to capital management during the year,

The Corporation is not subject to any extersally imposed capital requirements.

Expenditure commitments

a)  Operating lease commitments

)

The minimum annual rental commitments under operating leases are as follows:

2020 2019
KI¥ood KD’000

Future minimum lease payments:
Within 1 year - 69,791
Between 1 and 5 years - 135,607
After 5 years - 122,463
- 327,861

Cther commitments

2020 2019
KD*(H0 KD}
Listimated contracted capital expenditure 2,486,628 4274374
Supply commitments 387.181 432,879

The Group's forcign subsidiary fuel marketing operations in Belgiom and Netherlands have
entered into third-party supply contracts with BP, Lotos and VAR, which require certain
contractual volume uplifts. Such binding commitments are lower than existing opcrational
needs and the moenelary value of these comenitments will rise and fall in line with the market
price of the products invelved.

Contingent assets/ liabilities

Contingent assets

Legal case

a.

A new management that was formed in 1992 at one of the subsidiary companies discovered
certain fravd cases and {inancial irregularnities in the subsidiary company’s contracts and
bank aceounts and, therefore, the subsidiaty company’s Board of Directors formed a fact-
finding commitiee to investigate those imegulanties.

On ¢ January 1993, the subsidiary submitted a report to His Excclleney the Allorney
General on its sugpicion about the occurrence of financial irrepularities in previous years,
whercby the Public Prosccution conducted the necessary investigations and prepared the
indictment sheet in December 1993 and its regnlation against five of the accused parties.

The accused, Abdul-Fatah Al-Badr, absconded before submitting the notification to His
Excellency the Attorney General. Hassan Qabazard admitted the facts before the Attorney
General, and made payment of US Dollars 6,200 thousand on allegation that this was the
entire amount taken by him. This ameount was deposited in a special bank account ag a
fixed deposit of the subsidiary which arnounts to US Dollar 13,157 thousand, equivalent
to KD 3,754 thousand including interest at 31 March 2016 (2015 US Doliars 13,157
thousand, equivalent to KD 3,754 thousand},
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The case was deliberated before different Kuwaili courts, culminating in a final and
conclusive cessation verdict on 21 July 2013,

Mandated by the former Minister of Oil, Sheikh Saud Al-Nasser Al-Sabah, the Company
sent a letter to the Attorney General on 14 December 1998. The Attormey General
considered this letter as a notification and transferred the same to the Investigating
Committec concerned with court actions against Ministers, which, in its first formation,
considered it as a notification and, subsequently, undertook the investigation procedures.
The subsidiary provided the committee with 40 documents including those deliberated to
the English courts with respect to the certain amounts embezzled by the accused parties
or other parties. Subsequently this committee resigned and a new committee was formed
on 29 April 2000. On 16 May 2001, the comunitiee considered that the case was not fully
complete, without discussions with any wilness.

On 20 May 2001 the former Minster of Oil Adel Al-Subaib sent a notification to this
commitiee against the five defendants. The defendants include the former Minister of Oil.
On 19 May 2603, the cominittes considered the zction as serious and heard statements of
witnesses. On 30 October 2007, a resolution was issued from the Investigating Committee
concemned 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 Qil by proxy submitted a grievance complaint from the suspension decision to the court
of ministers and on 27 December 2007 the attorney of the subsidiary submitted another
grievance complaint. The judgment was challenged before the court of Cessation. On 17
February 2009, the court ruled to dismiss the appeal.

In parallel steps, the subsidiary has initiated 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 obtained a judgment against three of the
defendants for an amount of US Dollars 136,000 thousand excluding interest. In addition
to this, the casc caded with the rejection by the UK House of Lords on 10 December 2000
of the appeal submitted by Abdul Fafahh Al-Bader. An amount of US Doilars 85,15]

thousand has been collected Hil 7 May 2006. This collected amount was invested in
deposits. The collected amounts along with interest 11l 7 May 2006 amounted to US
Doliars 92,757 thousand (which has been subsequently distributed) plus an amount of US
Doilars 6,200 thousand transferred by the Public Prosecution from the accused Hassan
Qabazard and received by the subsidiary in Kuwait, which was invested in a deposit
renewable with its interest thereon pending a decision on crime No. 275/93. The deposit
of USD 6,200 thousand along with accumuiated intercst reached US Dollars 13,157
thousand till 31 March 2016 (31 March 2015: US Dollars 13,157 thousand). Legal
measures ars being carried out to collect the remaining balance. However, the nacollecicd
amounts of US Dollars 151,709 thousand pending in the hiability of the accused parties
comprise of the balance remaining from the total amounis awarded in favour of the
subsidiary according to the verdict from London, and inclusive of interest till Augnst 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 Neo.275/93 amounting to US Dollars
25,000 thousand, for which a civil case was filed where a final and conclusive verdict was
announced in the session dated 7 March 2011 by rejecting the appeal, plus an amount ol
US Dollars 3,130 thousand {Chesapeake- selling debris of Surf City Vessel) for which a
case was filed where a final and inclusive verdict was anncunced in hearing dated on 18
February 2014 in the appeal No. Ycommercial 2000/976 by rejecting the appeal. In 18
March 2014, appeal in cassation was filed against the rule and no hearing scheduled.
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A committee was formed comprising of representatives of the subsidiary and Parent
Carporation to distribute the amounts eollected from the accnsed parties to the entitled
parties, affcr deducting the expenses of the lawsuits from inceptior to date. Subsequently,
the Audit Commitiee of Parent Corporation's Beard of Directors approved on 7 May 2006
the report submitted by the Company o the method of distributing the amounts collected
from the accused parties, net of the cxpenses of the lawsuit from 1992-1993 till 2005-
2006, as 54% to the Company and 46% (o the Parent Corporation. Subsequent to the
distributions made in 2006, the remaining distributable amount was US Dollars 61,607
thousand. The Parent 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 collected amounts, were included in the consolidated statcment of
income for the year ended 31 March 20G7.

Further, the subsidiary’s attorney in Kuwait filed civil cases before the Kuwaiti courts
agains! the accused parties and certain persons who received the embezzled amouats, 1o
claim refund of the funds illegitimately embezzled by the accused parties and others,
which are stili deliberate in the courf. In one of these cases, the attorney of the subsidiary
filed civil case No. 2008/3019 (commercial? civil/ total/ government) 8 against four
accused parties for a temporary civil compensation amounted to KD 5 thousand and one
KD. The court decided to refer the case fo Sixth Civil Department where the case number
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 KIJ 5 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 5 thousand and one KD and to pay KD 300 as an
attorney fees.

Then the both verdicts was appealed at the Court of Cassation by the heirs of the laie
Abdul Fatah Al Bader No. 2011/166 and Ne. 2012/603 cassation v/2 to 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 {0 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 matier the court rejected il then
obligated the appellant to settle the expenses plus KT 20 as attorney fees. Secondly, the
court accepted the appeal in cassation No. 2012/603 civil 2 in terms of formalitics, with
respect to the subject matter the court partially cancelled the verdict appealed in cassation,
For the appeal No. 271/2012 civil to the extent of petition of appeal in cassation to amend
the appealed verdict (o jointly obligate the appellants to settle the compensation each one
according to his share of inheritance succession and otherwise affirm the judgment.

The court obligated the appellees to settie 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 thereon. This amount plus interest
amonnted to Sterling Pounds 143 thousand (KD 64 thousznd) at 31 March 2016 (204 5:
Sterling Pounds 142 thousand {KD» 67 thousand}, and will be distributed later according
to the ahove agreed distribution share.
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By virtue of the award of the Court of Appeal for the case No. 2228/2003
{commercialftotal), filed by the subsidiary and the Parent Company against Ms. Noura Ali
Al Muzaini and Mr, Abdul Fattah Suiaiman Khaled Al-Bader, based on the judgmoent of
the Court of Appeal dated 31 March 2015 that the defendants shall pay the subsidiary and
its Parent Company USD 1,000,000 equals to KI? 352,001, The Parenl company received
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 1o the subsidiary’s lawyer
to be able to receive the amount of KD 151,834 as per the said judgment.

Further, the subsidiary’s attommey in Kuwait filed a lawsuit No, 2025/2010
{commercial/total) before the Kuwaiti courts to claim implementing & foreign verdict
proncunced 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 fonmula
pursuant to provision of Article no. {1) of Law rno0.38 for 2007 concerning amending
paragraph ong of Arhicle no. {199} of Law of civil & Commercial Procedure issucd 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 Kuwail. An appeal of cassation
has been petitioned by the accused and appealed io 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 cassation in original lepal case.

A hearing session was scheduled on 8 March 2012 as the first hearing for the appealled
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 1o KD iwenty as allorneys' [ees. Secondly regarding
the merits of 2 appeal cases No. 3273 and 3287 of 2010 commercial, the court resolved
annulment of the appealed sentence and inadmissibiiity of the proceedings since it was
previously ruled by the case Na. 246 of 2002 commercial total and oblipated the appeilee
in the 2 appcal cascs 10 settle expenses for 2 degrees plus KB twenty for attorncys' focs.

Further, he filed a law suit No.3560/2010 (commercial/tatal) before the Kuwait courts 10
claim impiementing a foreign verdict pronounced by London court in favor of subsidiary
and SITKA on 17 October 2008. Also, he requested to annex the verdict in the executive
formula, However, the law suit is still pending at the Kuwaiti courts. A first degree court
verdict has been issued on 15 January 2012 to dismiss that proceedings which became
final sentence.

Also the subsidiary attomey assigned to file a lawsuil before Kuwaiti courts under No.
15272012 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 ¢rime 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
Dgcember 2014 the Court sentenced to reject the case and the verdict has been appealed and
registered under No. civil 5261/2014 civil. In 3 June 2015, the court amended the appealed
judgment by dismissing the lawsuit on as is basis and confinned other rulings. The
subsidiary has filed appeal of cassation against the appealed judgement and registered under
No. 1322/2015. Opponent also filed appeal of cassation enrolled ander No. 13392015 and
10 hearing has been scheduled tilf date hereof.
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b Dry Cargo (358/94 crimes)

This case has been filed against five indictees. This case was referred Lo the Criminal Cowst
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 amounied 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 disimiss them from their jobs, oblipge them to refund the
embezsled funds, and fine each of them an amount equivatent to that embezzled by him, ag
well as to deport the third, fourth and fifth accused partics from the country after scrving the
said penalty, and to refer the civil case to the competent civil court. The fourth indictes
challenged the verdict passed against bim. In (he hearing on 16 September 2006, the cowrt
ruled fo dismiss the objcction and uphcld 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 vatue in US dollars of an amount of KD 300 thousand paid by the
scecongd party of the adjudged fine and by refunding penaities as well as clearing the fourth
indictee from crimes atuributed to him. The appealed judgment was challenged before the
Court of Cassation. On 13 May 2008, the court raled to dismiss the appeal.

Contingent Habilities

a. At the reporting date, the Group had contingent liabilities of approximately US$ 27.5
million, equivalent to K1 8.5 million (2019 US$ 32 44 million, equivalent to K3 9.9
million}. These principally relate to a variety of tax, legal and regulatory disputes, ali of
which are being vigorously contested by one of the subsidiaries of the Group,

Durniag 2013-2015, there was an accusation in Jtaly that a subsidiary and its management
failed to comply with environmental laws and regulaiions, As a precaution the local Public
Prosecutor has ordered the seizure of certain company assets which may not be disposed
pending resolution of the case. Management believes that it has always complied with the
laws and reguiations and will defend itself from these charges both in the investigative
phase and before the Court through the maost appropriate legal actions, Bvidence and other
defence arguments will be presented to the Court but the timing of such proceedings
remains unknown. Next hearing of the frial is scheduled in May 2020. At this early siage
it is not possible to reliably estimate the potential liabilities.

There is a long outstanding claim for compensation relating to sale of asscts and equipment
of the former Naples refinery. A legal ruling, subject to appeal, states that the buyers have
to reimburse the Group. Buyers appealed against the ruling and the nexi hearing has been
scheduled in early 2020.

Subsequent to the sale of Europoort refinery in 2018, the buyer has filed a legal claim for
compensation rclating to the price agreement. The case is being strongly defended. A
hearing took place on 13 December 2017, in which the Courl rejected all claims filed by
the buyer, Formal ruling was received in May 2018, completely distnissing the buyers
claim and even condemning the buyer to pay a compensation for legal costs incnmed in the
defense of the claim,

The buyer decided to appeal the ruling and filed an appeal, inn whick the claim was reduced
significantly and other Jegal arguments were introduced to claim damages. This appeal was
strongly rejected by the Group and a statement of defense was filed. A hearing was held at
the Amsterdam Court of Appeal on 12th of February 2020, A court decision is expected
by mid-May 2020. The Company believes that the claim has very limited options to
succeed and is confident that the Court of appeal will maintain the first instance riling.
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KPC provided a gnarantee to Mizuho Corporate Bank, Ltd guaranteeing the performance
of Kuwait Petroleum Europe B.V. to meet its obligations in respect of sponsoring the NSRP
working capital facility, The risk that Kuwait Petroleum Europe B.V. would not be able to
meet its obligation is considered remote and as a result, no liability is recorded,

On 1 Tebruary 2019, the EPC ¢ontractor (“the Contractor™) inftiated separate arbitration
proccedings in Singapore by filing a Notice of Arbitration againt NSRP which is amended
on 21 February 2015 {"the Amended Notice of Arbitration’). The Contractor has advanced
a number of monetary claims against NSKP in the Amended Notice of Arbitration, which
includes alieged false ropresentation made by NWNSRP, extension of time, other
compensation claims, wrongfui demand claims etc. The arbitral tribunal has directed that
issues of liability must be resolved in a separale first phase of the arbitration, following
an evidentiary hearing that is corrently scheduled to take place in June and July 2021,
and that issues of guantom will not be addressed until a subsequent second phase of the
arbitration | if required, in light of the award on liability. Consequeatly, the monetary
amounts of the contractor’s claims have not yet been quantified and it is not possible to
provide a precise figure for the total of the monetary claims made by the Contracior in the
arbitration. On 1 March 2020, NSRP {iled its full stalement of defense and counterclaim,
seeking orders of dismissing contractor’s claim, require the Contractor to pay liquidaied
damages in respect of delay in mechanical completion and initial acceptance, compensation
for defective work, a declaration to pay that NSRP is entitled to a reduction of US$ 36.6
million in the contract price undor determination of agreement No.B and compensate NSRP
for legal and other costs incurred in respect of this arbitration.

The precise value of the monetary claims made by NSRP and the Contractor may change
in the arbitration. The Contractor is currently schexduled to file its full statement of reply
and defence to counterclaim on 24 May 2020, but a three-four weeks exiension is Iikely to
be requested. Previously, on 7 March 2019, NSRP filed a response to the amended notice
of arbitration in which it denied each of the allegations made against it and made
coumerclaims against the Coniractor.

On the 14(h May 2819 the Company and some ol its subsidiaries have received a pre claim
letter from the lawyers of The State of The Netherlands, announcing its intention o claim
the amount of 62 Million Buro for alleped damages suffered as a consequence of the
existence of a Bitumen Cartel, as evidenced by the Decision of the Furopean Commission
of 13 September 2006. This pre claim is made jointly and severally 1o all the Bitumen
Cartel members. The Company bas been given a 3-month period fo respond, acknowledge
or teject, otherwise the State of The Netherlands reserves ifs right vo file the clatm at Court,
‘This pre ¢laim letter and the accompanying report are now being analysed by external and
internal legal counsels of the company. At this siage it is loo early lo make a proper
assessment of the level of risk invelved for the Company arising from this pre claim, There
is a risk that the Company couid finaily be sued af Cour! by The State of The Netherlands
and face to pay damages and then initiate proceedings to apportion the damages amongst
all other Cartel Members.
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37. Investment in joint operations

Kuwait Gulf Oil Company K.8.C.C, a subsidiary, has participation in two joint operations for
exploration, drilling, and production of cil and gas, which are as follows;

- AlKhafji Joint Petroleum Operation {“KJO™); and
- Wafra Joint Operation (“WJO™}.

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

KJO WIG
31 December 31 December 31 December 31 December
2019 2018 2014 2018
KD'0oo KD{0 KIroop KD*004
Statement of financial
position
Total asscts 889 817 839,493 287,892 319,402
Total liabilities (224 0290) (184,004) (69.971) (64,374)
Net assefs 665,797 704,499 217921 255,026
Proportionate share in
joint operation capital
commitment 8,170 125,434 - 3

Proportionore shave in foint operating lease commitments

Minimum operating lease commitreents on non-cancellable lease are as follows:

31 December 31 Drecember

2019 2018

KD*000 KDr{a0

Not later than one year 11,361 G 471
Later than one yeass and not later than five vear 9,247 2,436
Later than five years 3,793 725
24,341 12,632

A decision was taken unilaterally by the Chairman, Joint Operations Committee, KIO to shut
down KJO’s crude oil production facilitics with effect from 16 Octoher 2014, ‘This decision was
neither endorsed by Joint Operations Commitiee ner Joint Executive Committee of KJQ, Crude
oil production at WJO was stopped effective from 11 May 2015 to carry out maintenance
activities. 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 WIO. The
praduction is expected to resume in the first quarter of 20290.

Both KJO and WJO are expected lo continue their business, as their managements have been
instructed to continue with all drilling, maintenance operations and capital investment activities.
Furthermore, both the KJO and WO Joint Participants have been funding the activities based on
cash calis,
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Raffineria di Milazzo S.p.A

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

The investment in Raffineria di Milazzo Sp.A is accounted for using the preportional
consolidation method, As at 31 March 2020, the ownership remained unchanged. The
consolidation method for revenues and expenses is made on the basis of the relative performance
of each party to the joint arangement.

The [inangial statements of Raffineria di Milazzo $.p.A are not presented since its not material
for the Group.

38, Oil and gas reserves of a local subsidiary with foreign operation (vuandited)

2019 2018
{mmboe) (mmboe)
Proved and probable reserves
at beginning of year
-Fields in production 460,25 480).86
-Projects under development 9.24 9.18
469.49 450.04
Changes during the year
-Revision of previous estimates 21.52 13.33
-Production (from on-going projects) (35.24) (33.88)

(17.72) (20.55)

Proved and probable reserves at end of year

-Fields in production 44530 460.25
-Projects under development 6.47 9.24
451.77 465.49

Proven reserves are the quantities of crude oil and natural gas which geological and engineering
data demonstrate with reasonable certainty to be recoverable in future years 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 proeducible.

Oil reserves include the oil equivalent of natural gas. il and gas reserves cannot be measured
exaclly 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 1o as
“vnaudited” 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 consclidated financial
slatements.
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39, Comparative figures

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

40, Subsidiaries, associates and joint ventures

a}  Principal subsidiaries registered in the State of Kuwait:

Directly held

Name of company

Kuwait il Company K.5.C.
{G(KOC"J)

Kuwait Mational Petroleum
Company K.S3.C., (“"KNPC"}

Kuwait Integrated Petroleum

Industries Company K.S.C.C.

(“KIPIC")

Kuwait Oil Tanker Company
S.AK. (“KOTC™)
Petrochemical Industries

Company K.5.C. (“PIC™)

Kuwait Foreign Petroleum

Exploration Company K.8.C.

{“KUFPEC")

Kuwait Guif Ol Company
K.5.C. (Closed) (“KGOC™

0il Sector Service Company
K.5.C. {Closed) (O8SSCO™

Indirectly held

Name of company

Kuwait Aramotics Company
K.8.CC. {*KARD")

Kuwail Aviation Fuelling
Company K.5.C.
(“KATFCO™)
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Proportion
held
100%

100%

100%

160%

100%

100%

100%

100%

Proportion
held

80%

100%

Principal activities
Exploration for and produciion of crude

oil and natural gas in the State of Kuwait.

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

Refining, LPG manufacturing, and local

marketing of refined products.

Operation of a flect of cruds oil tankers
and liquefied petroleum gas and oil
product carriers.

Production of petrochemical products and
their distribution and marketing.

Exploration for and development of il
and gas outside the State of Kuwait.

Exploration for and produciion of crude
il and natural pas.

Liaison, public services and ¢il sector
supporting services.
Principal activities

Prodacing and setling perfume products
and other derivalives,

Supply of aviation fuel,
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b} Principal directly and wholly-owned subsidisries registered outside the State of

Kuwait:
Name of company

KPC Heldings (Aruba) AEC
{"KPC-Aruba™)

KPC Energy Ventures, Inc. (“KPC
EV")

¢}  Principal associates

Name of company

Kuwait Dniling Company K.S.C.
(KDC”)

Equate Petrochemical Company
K.S8.C. (“EQUATE")

Gulf Petrochemical Industries
Company B.8.C. {(“GPIC™

Kuwait Olefins Company K.5.C.C.

(“TKOC“)

AlOnla Local Fuel Marketing
Company K.8.C. {“*OULA™)

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

Equate Markeiing Company E.C,
{(L‘EMC”}

8K PIC Global Company Lid.
d) Priocipal jeint ventures

Name of company

The Kuwait Styrene Company
K.5.CC. (“TKSC™)

DKQB8 AB (“OK(Q8™}

Nghi Soa Refinery Product
(“NSRP™}

Dugm Refinery and Petrochemical
Indusiries Company L.L.C.
{“DRPIC™)

Country of
incorporation

Antba

British West
Indies

Country of
incorporation
Kuwait

Kawart

Bahrain

Kuwait

Kuwait

Kuwait

Bahrain

South Korea

Country of
incorporation
Kuwatt

Sweden

Vietnam

Oman

Principal activities

Refining, and marketing of
refined products

Investinent in new energy

technologies

Proportion
held
45%

42.5%

33.33%

42.5%

24%

24%

49.9%

49%

Principal
retivities
Contract drilling

Petrochemicals

Petrochemicals

Petrochemicals

Fuel marketing

Fuel marketing

Fuel marketing

Petrochemicals

Principal activities

537.5%

50%

351%

50%
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¢)  Principal joinf operations

Country of Effective equity interest

Name of company incorporation  as at 31 March 2018

Reffineria di Milazzo S.p.A. Italy 50%
Al Khafji Joint Petroleum Operation  Kuwait 50%
(((KJ'O‘H}

Wafra Joint Operation (“WJO™) Kuwait 50%

41, Subsequent events

On 7 April 2020, Government of Pakislan signed and executed assignment agreement accordi ng
te which KUCPEC's subsidiary- Khirtar Pakistan B,V,, assigned 2.5% working imterest of
Makhad Block to Government Iloldings (Private) Limited.
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Subsequent to year ended 31 December 2019, KUFPEC via its subsidiary, KUFPEC (Tunisia)
Limited, signed sale and purchase agreement dated 19 April 2020 in respect of sale of certain
interest in the Sidi E] Kilan concession and its completion is subject to Tunisian Government and
other relevant approvals.

|E is

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 tranche
facility comsists of a KID 600 million conventional facility and 2 KD 400 million commedity
Murabaha facility with a 15-year tenor and is unsecured. The Facility is repayable over 24 semi-
annual installments based on & pre-agreed amortization structure commencing 42 months from
the signing date of the Facility. The Facility camies an interest rate comprised of a margin over
and above the Central Bank of Kuwait discount rate payable quarterly.

42, Significant event- COVID 19

During March 2020, the World Health Organization declared the global outbreak of novel
coronavirus {“COVID-19”) a global pandemic. The COVID-19 pandemic and related economic
repercussions have created significant volatility, uncertainty and turmoil in the oil and gas
industry. This outbreak and the related responses of governmental anthorities to limit the spread
of the virus have significantly reduced global economic activity, resulting in an unprecedented
decline in the demand for oil and gas commodities. This supply-and-demand imbalance coincided
with decisions of various giobal oil producers to increase the production levels, putting severa
downward pressure on commodity prices. These factors caused a swift and material deterioration
in commodity prices in early March 2020. The of! producing nations agreed in April 2020 (o cut
production which resulted in upward movement in ofl and gas prices as of the date of approval
of these consolidated financial statcments.

The risks to the Group of the ongoing COVID-19 pandemic include health and safety of
employees; a slowdown or temporary suspension of operations in certain geographic locations in
which the Group operates; delays in the completion, or deferral, of Group’s growth and cxpansion
projects; and supply chaiu disruptions, all or any of which could materially impact the Group’s
business operations aad financial results. 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 cannof
be predicted with any degree of confidence, including: the duration, severity and geographic
spread of the COVID-19 virs.
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