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INDEPENDENT AUDITORS’ REPORT

To the Shareholders of
Combined Group Contracting Company - K.S.C. (Public)
State of Kuwait

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Combined Group Contracting Company - K.S.C. (Public) “the
Parent Company” and its subsidiaries “the Group”, which comprise the consolidated statement of financial position as at
December 31, 2022, and the consolidated statements of profit or loss, consolidated statement of profit or loss and other
comprehensive income, changes in equity and cash flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at December 31, 2022, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements of the current year. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters. We identified the following key audit matters:

- Revenue recognition - Percentage of completion:

The revenue from construction and contracting contracts in the Group is reported using the percentage of completion
method. This requires significant management judgment and estimates such as assessment of costs incurred over total
estimated cost of the project, survey of work done and the process for identification of loss making contracts, which
gives rise to a risk of incorrect recognition of revenue in a particular period. Accounting policies for revenue recognition
and the judgments used by the management for future losses on loss making contracts are given in note (2 —r, bb), to
the consolidated financial statements. Further, if specific circumstances arise, such as contract prepayments or contract
modifications, this may result in a risk of incorrect revenue recognition.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

RSM Albazie & Co. is amember of the RSM network and trades as RSM. RSM s the trading name used by the members of the RSM network. Each member of the RSM network is an
independent accounting and consulting firm which practices inits ownright. The RSM network is not itself a separate legal entity in any jurisdiction.
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Considering the above, revenue recognition from construction and contracting contracts is determined as a key audit
matter.

Our audit procedures, among other, included assessing the appropriateness of the Group's revenue recognition
policies, evaluating management’s assumptions in the determination of estimated costs to complete a project, the
percentage of completion of a project, budget versus actual for both revenue and costs, and provisions for future losses
for loss making projects. We assessed the significant judgments made by the management, by examining the project
documentation and discussing the status of fixed price projects under construction with the Group’s management. In
addition, we also tested the management's process of identifying the loss making contracts by evaluating their
estimated cost to complete analysis of ongoing contracts.

In addition, we performed test of details e.g. vouching to underlying contracts. We also performed, on a sample basis,
substantive audit procedures relating to the contractual terms and conditions and the appropriate accounting thereof.
We assessed revenue recognition taking place before and after year-end to evaluate whether revenues were
recognized in the appropriate period or not. Additionally, we assessed the appropriateness of disclosures made in the
notes to the consolidated financial statements.

- Receivables and impairment of its value:
Receivable balances are significant to the Group’s consolidated financial statements. The collectability of receivables
is a key element of the Group's working capital management, which is managed on an ongoing basis by its
management. Due to the nature of the business and requirements of customers, various contract terms are in place
which impact the timing of revenue recognition. Given the magnitude and judgment involved in the impairment
assessment of receivables, we have identified this as a key audit matter.

We performed audit procedures on existence of receivables, which included substantive testing of revenue transactions
and testing subsequent payments received. Assessing the impairment of receivables requires judgment and we
evaluated management’s assumptions in determining the provision for impairment of receivables, by analyzing the
ageing of receivables, assessing significant overdue individual receivables and specific local risks, combined with legal
documentation, where applicable.

We tested the timing of revenue and receivables recognition based on the terms agreed with customers. We also
reviewed, on a sample basis, the terms of contracts with customers, invoices raised, etc., as part of our audit
procedures. Furthermore, we assessed the appropriateness of disclosures made in note (10) to the consolidated
financial statements.

Other Information

Management is responsible for the other information. Other information consists of the information included in the Group’s
2022 Annual Report, other than the consolidated financial statements and our auditor’s report therein. We have not received
the Group’s Annual Report, which also includes the Board of Directors report, prior to the date of our auditor’s report, and
we expect to receive these reports after the date of our auditor’s report. In connection with our audit of the consolidated
financial statements, our responsibility is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information; we are required to report that fact. We have nothing to report in this regard. Our
opinion on the consolidated financial statements does not cover the other information attached to it, and we do not and will
not express any form of assurance conclusion thereon.
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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 statements in accordance
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

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

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

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

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

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

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

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

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

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

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

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain solely responsible for our audit opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Requlatory Requirements

Also in our opinion, proper books of account have been kept by the Parent Company and the consolidated financial
statements, together with the contents of the report of the Parent Company’s board of directors relating to these consolidated
financial statements, are in accordance therewith. We further report that we obtained all the information and explanations
that we required for the purpose of our audit and that the consolidated financial statements incorporate all information that
is required by the Companies Law No. 1 of 2016, as amended and its Executive Regulations, as amended, and by the
Parent Company’s Memorandum of Incorporation and Articles of Association, as amended, that an inventory was duly
carried out and that, to the best of our knowledge and belief, no violations of the Companies Law No. 1 of 2016 and its
Executive Regulations, as amended, or of the Parent Company’s Memorandum of Incorporation and Articles of association,
as amended, have occurred during the year ended December 31, 2022 that might have had a material effect on the business
or financial position of the Parent Company.

Furthermore, we have not become aware of any material violations of the provisions of Law 7 of 2010 and its Executive
Regulations, as amended, relating to the Capital Markets Authority and its related regulations during the year ended
December 31, 2022 that might have had a material effect on the Parent Company’s financial position or results of its
operations.

(’—é\ />

i N .
Dr. Shuaib A. Shuaib
State of Kuwait License No. 33-A
March 15, 2023 RSM Albazie & Co.



COMBINED GROUP CONTRACTING COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF DECEMBER 31, 2022

(All amounts are in Kuwaiti Dinar)

Assets Note 2022 2021
Non-current assets:

Property, plant and equipment 3 18,524,500 17,782,441

Investment properties 4 6,650,000 7,221,000

Financial assets at fair value through other comprehensive income 5 433,863 534,068

Right of utilization and right of use assets 6 988,608 1,174,209

Contract retentions 10 15,471,511 15,027,967

Investments in joint ventures 7 29,219 -

Total non-current assets 42,097,701 41,739,685
Current assets:

Inventories 8 19,405,129 12,331,448

Contract assets 9 30,984,412 19,167,921

Accounts receivable and other debit balances 10 97,388,069 93,379,736

Financial assets at fair value through profit or loss 11 3,710,759 3,365,530

Term deposits 12 3,000,000 -

Cash and cash equivalents 13 23,064,327 43,874,860
Total current assets 177,552,696 172,119,495
Total assets 219,650,397 213,859,180

EQUITY AND LIABILITIES
Equity:

Capital 14 17,157,606 17,157,606

Treasury shares 15 (244,480) (244,480)

Treasury shares reserve 1,266,488 1,266,488

Statutory reserve 16 10,197,619 9,095,483

Voluntary reserve 17 1,817,340 1,817,340

Cumulative changes in fair value (666,137) (565,932)

Foreign currency translation reserve 273,482 (72,877)

Retained earnings 22,642,701 18,199,835

Equity attributable to shareholders of the Parent Company 52,444,619 46,653,463

Non-controlling interests 1,260,389 1,241,126
Total equity 53,705,008 47,894,589

Non-current liabilities:

Provision for end of service indemnity 18 10,476,452 10,015,949

Accounts payable and other credit balances - non-current portion 19 32,759,346 28,345,346

Term loans - non-current portion 20 9,452,521 10,672,270

Lease liabilities - non-current portion 21 249,560 506,315
Total non-current liabilities 52,937,879 49,539,880

Current liabilities:

Contract liabilities 9 3,614,424 10,182,474

Accounts payable and other credit balances - current portion 19 88,325,621 88,071,680

Term loans - current portion 20 3,722,521 3,385,418

Lease liabilities - current portion 21 335,710 238,301

Murabaha payables - current portion 22 1,504,436 1,848,426

Short-term loans 23 3,675,716 8,605,324

Due to banks 24 11,829,082 4,093,088
Total current liabilities 113,007,510 116,424,711
Total Liabilities 165,945,389 165,964,591
Total equity and liabilitie 219,650,397 213,859,180

nying notes (1) to (39) form an integral part of the consolidated financigl statements.
- i

Abdul@néi;’hm/saﬁl-hnamuf Rde'ed Khalaf Al-Abdullal
irman Vice Chairman  ~




COMBINED GROUP CONTRACTING COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDARIES

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED DECEMBER 31, 2022
(All amounts are in Kuwaiti Dinar)

Operating revenue
Operating costs
Gross profit

General and administrative expenses
Net allowance for expected credit losses
Net provision for slow moving inventories no longer required (charged)
Depreciation and amortization
Share of results from joint ventures
Profit from operations

Gain on sale of property, plant and equipment
Net impairment losses from investment properties
Gain on sale of right of utilization

Net financial assets income

Finance charges

Other income

Zakat and donations expenses

Profit for the year before contribution to Kuwait Foundation for the
Advancement of Sciences (KFAS), National Labor Support Tax
(NLST), Zakat and Board of Directors' remuneration

Contribution to KFAS

NLST

Zakat

Board of Directors’ remuneration
Profit for the year

Attributable to:
Shareholders of the Parent Company
Non-controlling interests

Basic earnings per share attributable to the Parent Company's
shareholders (fils)

Note 2022 2021
25 154,670,033 145,880,405
25 (133,549,603)  (133,362,903)
25 21,120,430 12,517,502
26 (8,442,794) (7,475,229)
10 (50,749) (197,132)
8 271,176 (237,127)
36 (302,507) (397,838)
7 (425,587) -
12,169,969 4,210,176
194,928 208,092
4 (17,500) .
6 . 3,600,000
27 345,228 542,004
(1,182,657) (1,086,689)
28 1,002,901 3,748,725
(53,250) (39,689)
12,459,619 11,182,619
(83,257) (58,895)
(282,185) (272,979)
(82,609) (73,222)
32 (751,281) (488,622)
11,260,287 10,288,901
9,822,024 9,366,851
1,438,263 922,050
11,260,287 10,288,901
29 57.41 54.75

The accompanying notes from (1) to (39) form an integral part of the consolidated financial statements.




COMBINED GROUP CONTRACTING COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDARIES
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2022
(All amounts are in Kuwaiti Dinar)

Profit for the year

Other comprehensive income (loss):
ltems that may be reclassified subsequently to the consolidated

statement of profit or loss
Exchange differences on translating foreign operations

Items that will not be reclassified subsequently to the consolidated

statement of profit or loss
Change in fair value of financial assets at FVOCI

Other comprehensive income (loss) for the year
Total comprehensive income for the year

Attributable to:

Shareholders of the Parent Company
Non-controlling interests

Total comprehensive income for the year

2022 2021
11,260,287 10,288,901

346,359 (51,639)

346,359 (51,639)

(100,205)

(100,205)

246,154 (51,639)
11,506,441 10,237,262
10,068,178 9,315,212

1,438,263 922,050
11,506,441 10,237,262

The accompanying notes from (1) to (39) form an integral part of the consolidated financial statements.






