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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
REFRIGERATION INDUSTRIES AND STORAGE COMPANY K.S.C.

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Refrigeration Industries and
Storage Company K.S.C. (the “Parent Company”) and its subsidiary (collectively, the “Group™),
which comprise the consolidated statement of financial position as at 31 December 2011, and the
consolidated income statement, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the C onsolidated Financial Statements

The management of the Parent Company is responsible for the preparation and fair presentation of
these consolidated financial statements in accordance with International Financial Reporting
Standards, 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the consolidated financial
statements 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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the

financial position of the Group as at 3] December 2011, and its financial performance and cash flows
for the year then ended in accordance with International Financial Reporting Standards.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
REFRIGERATION INDUSTRIES AND STORAGE COMPANY K.S.C. (continued)

Report on Other Legal and Regulatory Requirements

Furthermore, 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 Commercial Companies Law of 1960, as amended, and by the Parent Company's 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 Commercial Companies Law of 1960, as amended, nor of the Parent
Company’s Articles of Association, as amended, have occurred during the year ended 31 December
2011 that might have had a material effect on the business of the Parent Company or on its financial
position.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

CONSOLIDATED INCOME STATEMENT

Y ear ended 31 December 2011

Notes

Revenues 5
Cost of revenues

Gross profit

Write-back of provision for old and obsolete inventories, net 12
Write-back of impairment against receivables 13
Write-off of inventories 12
Impairment of receivables 13
Administrative expenses 7
Investment loss 6
Interest income

Loss on sale of property, plant and equipment

Foreign exchange gain/(loss)

(LOSS)/PROFIT BEFORE CONTRIBUTION TO KUWAIT
FOUNDATION FOR THE ADVANCEMENT OF SCIENCES
(“KFAS”), NATIONAL LABOUR SUPPORT TAX (“NLST”),
ZAKAT AND DIRECTORS’ REMUNERATION

Contribution to KFAS
NLST

Zakat

Directors’ remuneration

(LOSSYPROFIT FOR THE YEAR ATTRIBUTABLE TO THE
PARENT COMPANY

BASIC AND DILUTED (LOSS)/EARNINGS PER SHARE
ATTRIBUTABLE TO THE PARENT COMPANY 8

The attached notes 1 to 27 form part of these consolidated financial statements.

2011 2010
KD KD
12,305,402 12,844,794
(11,846,986)  (10,028,521)
458,416 2,816,273
74,447 297,428
. 24,064
(581,841) -
(1,041,980) =
(1,570,527) (1,756,268)
(516,184) (86,818)
7,109 20,950
(452,556) (209,082)
64,966 (8.598)
(3.558,150) 1,097,949
5 (4,609)
. (11,521)
. (4.608)
" (10.000)
(3,558,150) 1,067,211
(40.2) fils 12.1 fils
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2011

2011 2010
KD KD
(Loss)/profit for the year (3,558,150) 1,067,211
Other comprehensive income
Change in fair values of financial assets available-for-sale - (7,432)
Realised gain on sale of financial assets available-for-sale - (29,494)
(Unrealised gain)/impairment loss on financial assets available-
for-sale transferred to the consolidated income statement (25,455) 55,881
Other comprehensive (loss)/income for the year (25,455) 18,955
Total comprehensive (loss)/income for the year attributable
to the Parent Company (3,583,605) 1,086,166

The attached notes 1 to 27 form part of these consolidated financial statements.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 December 2011

2011 2010
Notes KD KD
ASSETS
Non-current assets
Property, plant and equipment 9 7,468,078 7,585,807
Intangible assets 10 438,708 658,062
Financial assets available-for-sale 11 - 459729
7,906,786 8,703,598
Current assets
Inventories 12 6,102,119 5,883,147
Accounts receivable and other assets 13 2,575,515 4,220,004
Financial assets at fair value through income statement 14 - 128.931
Bank balances and cash 15 2,813,629 3,812,966
11,491,263 14,045,048
TOTAL ASSETS 19,398,049 22,748,646
EQUITY AND LIABILITIES
Equity
Share capital 16 8,939,813 8,514,108
Statutory reserve 18 4,824,285 4,824,285
Voluntary reserve 18 4,728,317 4,728,317
Treasury shares 19 (309,013) (309,013)
Treasury shares reserve 19 146,899 146,899
Cumulative changes in fair value reserve - 25,455
(Accumulated Josses)/retained earnings (3,463,197) 942,163
Total equity 14,867,104 18,872,214
Non-current liabilities
Employees’ end of service benefits 20 637,537 697.901
Current liabilities
Accounts payable and accruals 21 3,893,408 3,178,531
Total liabilities 4,530,945 3,876,432
TOTAL EQUITY AND LIABILITIES 19,398,049 22,748,646

—_— o
Eaa——

The attached notes 1 to 27 form part of these consolidated financial statements.
5




Sjiata}E)S [EToueuY PATEpI{OSuoD asatp Jo 1ed w0y L7 01 | 30U payoene Y L

$1T°7L88] €91°Th6 sshisT 668971 (£10°60€) LIERTL'Y
991°980°1 11T°490°1 $S6'81 - - -
65681 = SS6'81 C - -
112°L90°T [1Z°L90°1 - - = .
8H0°98L°L1 (gposzl) 0059 668911 (£10°60€) LIE'STLY
POI'LOS T (L6T'E9H°E) = 668071 (£T0°60€) LIERTLY
(508 TZ#) (sos‘12¥) - . . -

- (S0L‘STH) 5 - - -
(509°€85°) (051°855°€) (sst'sD) c - z
(s5¥°ST) = (ssv'50) 4 = -
(0S1°8s5'0) (057°865°€) z - z -
$17'CL881 £91°Tk6 SSH'ST 668°9%1 (£10'60£) L1ERTLY

ay ax ayl ay ay ay
A.E:@w m.m.th_...‘um 2042894 mic; addasad hm\_.n__\,q 2042534
e pauiviadL A1Df U1 S2FUDIYD Sa4DIYS Amsvad] Aiopungo
/(sasso] AP ILUR]) dunspad]
PAIDNUNIOY)

SRTVI8Y 801158
GRTFI8Y 201°716°8
SBTPI8Y £18°6£6°8
z SOL'STY
C8THE8'Y 801°¢16°8
ay ax
2042824 jondpo
AKiopnvig 240YS

0107 12quia2( £V

1234 Ay} 10§ SULODUT BAISUOYIAWO [BIOL

3Ur0oul dAISUIYRIdW0d 12YIO
1K o) 10f 1oid

0107 Axenuef [ 18 8V

1102 nquRRd 1€ WV

(L1 SION) spuepiald
(L] 910N) $aIBys snU0Q JO INSS]

1834 91 10 §S0] 2AISUSTRIAW0D [BJ0 ],

JUOLI2]EIS SWIOIUT PIJRPI[OSUCD 0} JSUBLL
1894 otf) 10] 850

110 Arenuef [ 18 Y

110¢ Jaquiaod(] 1€ papue Iea X

ALINOA NI STONVHD 40 LNHWNHLV.LS qa.LVAIrT10SNOD

Arerpisqng s)t pue “)'S Auedwo)) 23e101S pue SaLISNpU] uoneIg LYY



Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 December 2011

2011 2010
Notes KD KD
OPERATING ACTIVITIES
(Loss)/profit for the year (3,558,150) 1,067,211
Adjustments for:
Depreciation 9 378,704 743,230
Impairment loss on property, plant and equipment 9 - 60,376
Amortization 10 219,354 219,354
Provision for employees’ end of service benefits 20 92,174 205,724
Write-back of provision for old and obsolete inventories 12 (426,732) (297.,428)
Write-back of impairment against receivables 13 - (24,064)
Whrite-off of inventories 12 581,841 -
Provision for old and obsolete inventories 12 352,285 -
Impairment of receivables 13 1,041,980 -
Realised (gain)/loss on financial assets at fair value through
income statement 6 (4,496) 507
Realised gain on financial assets available-for-sale 6 (31,475) (29,494)
Unrealised loss on financial assets at fair value through
income statement 6 117,881 59,924
Impairment loss on financial assets available-for-sale 6 434,274 55,881
Loss on sale of property, plant and equipment 452,556 209,082
Interest income (7,109) (20,950)
Foreign exchange (gain)/loss (64,966) 8,598
(421,879) 2257951
Working capital changes:
Inventories (726,366) (670,376)
Accounts receivable and other assets - 602,509 (489,316)
Accounts payable and accruals 729,583 (1,273,248)
Cash flows from/(used in) operating activities 183,847 (174,989)
Employees’ end of service benefits paid 20 (152,538) (212,237)
Net cash flows from/(used in) operating activities 31,309 (387,226)
INVESTING ACTIVITIES
Purchase of property, plant and equipment 9 (1,584,531) (118,598)
Proceeds from sale of property, plant and equipment 871,000 318,051
Proceeds from sale of financial assets available-for-sale 31,475 108,745
Proceeds from sale of financial assets at fair value throngh
income statement 15,546 6,015
Interest received 7,109 20,950
Net cash flows (used in)/from investing activities (659,401) 335,163
FINANCING ACTIVITIES
Dividend paid : (396.,375) (3.419)
Net cash flows used in financing activities (396,375) (3,419)
NET DECREASE IN CASH AND CASH EQUIVALENTS (1,024,467) (55,482)
Cash and cash equivalents at 1 January 3,509,427 3,564,909
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 15 2,484,960 3,509,427

The attached notes 1 to 27 form part of these consolidated financial statements.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 21 December 2011

1 CORPORATE INFORMATION

The consolidated financial statements of Refrigeration Indusiries and Storage Company K.S.C. (the “Parent
Company™) and its subsidiary (collectively, the “Group™) for the year ended 31 December 2011 were authorised
for issue by the Parent Company’s Board of Directors on 19 March 2012. The Annual General Meeting of the
shareholders have the power to amend these consolidated financial statements after issuance.

The Parent Company is a Kuwaiti shareholding company incorporated on 8 March 1973 in accordance with the
Kuwait Commercial Companies Law, and is engaged in owning and leasing of cold storage warehouses,
manufacturing, installing and maintaining air conditioning systems, and investing surplus funds through
investment portfolio managed by specialised investment management companies. The Parent Company’s shares
were listed on Kuwait Stock Exchange on 29 September 1984 and its registered office is P.O. Box 22261, Safat

13083, State of Kuwait.
2.1 BASIS OF PREPARATION

Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with International
' Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and

applicable requirements of Ministerial Order No. 18 of 1990.

The consolidated financial statements have been prepared on a historical cost basis, except for financial assets at
fair value through income statement and financial assets available-for-sale that have been measured at fair value.
The consolidated financial statements are presented in Kuwaiti Dinars (KD) which is also the Parent Company’s
functional and presentation currency.

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its
subsidiary as at 31 December 2011.

Subsidiary is fully consolidated from the date of acquisition, being the date on which the Group obtains control,
and continues to be consolidated until the date when such control ceases. The financial statement of the
subsidiary is prepared for the same reporting period as the Parent Company, using consistent accounting policies.
All intra-group balances, transactions, unrealised gains and losses resulting from intra-group transactions and
dividends are eliminated in full.

Total comprehensive income within a subsidiary is attributed to the non-controlling interest even if that results in
a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. If the Group loses control over a subsidiary, it:

s  Derecognises the assets (including goodwill) and liabilities of the subsidiary

e  Derecognises the carrying amount of any non-controlling interest

e  Derecognises the cumulative translation differences, recorded in equity

Recognises the fair value of the consideration received

Recognises the fair value of any investment retained

Recognises any surplus or deficit in the consolidated income statement

Reclassifies the Parent Company’s share of components previously recognised in other comprehensive
income to consolidated income statement or retained earnings, as appropriate.

Details of the subsidiary is as follows:
Equity interest %

Country of Principal
Narme of subsidiary incorporation activities 2011 2010
Coolex General Trading and
Contracting Company W.L.L* Kuwait Dormant 99% 99%

*An insignificant holding of units are held by nominees who have ¢ i iti
; un onfirmed in writing that the Parent C
has the beneficial ownership interest in the subsidiary through a letter of a&‘.sigmm:nt.g s




Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CON SOLIDATED FINAN CIAL STATEMENTS
At 31 December 2011

23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these consolidated financial statements are set
out below:

Foreign currency translation
Transactions in foreign currencies are initially recorded by the Group entities at their respective functional
currency rates prevailing at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot
rate of exchange ruling at the reporting date. All differences are taken to the consolidated income statement.

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 is determined.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardiess of when the payment is being made. Revenue is measured at the
fair value of the consideration received or receivable, taking into account contractually defined terms of
payment. The Group assesses its revenue arrangements against specific criteria to determine if it is acting as
principal or agent. The Group has concluded that it is acting as a principal in all of its revenue arrangements. The
specific recognition criteria described below must also be met before revenue is recognised.

Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer, usually on delivery of the goods.

Revenue from construction Contracts

Revenue from construction contracts is recognised as soon as it can be estimated reliably. The Group uses the
percentage of completion method to determine the appropriate amount to be recognised in a given period. The
stage of completion is measured by reference fo cost ncurred to date to estimated total cost for each contract.
The full amount of the anticipated loss, including any loss related to future work on the contract, is recognised in
the period in which the loss is identified. Where the contract outcome cannot be measured reliably, revenue is
recognised only to the extent that the costs incurred are eligible to be recovered.

Rendering of services
Maintenance revenue is recognised upon performance of services.

Storage revenues
Storage revenues from operating leases are recognized on straight-line basis over the lease term.

Dividends
Revenue is recognised when the Group’s right to receive the payment is established.

Interest income

Interest income is recorded using the effective interest rate (EIR) method, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of the financial asset or a shorter period where
appropriate, to the net carrying amount of the financial asset.

Taxation

National Labour Support Tax (NLST)

The Parent Company calculates NLST in accordance with Law No. 19 of 2000 and the Minister of Finance
Resolutions No. 24 of 2006 at 2.5% of taxable profit for the year.

Kuwait Foundation for the Advancement of Sciences (KFAS)
The Parent Company calculates the contribution to KTAS at 1% of profit in accordance with the modified
calculation based on the Foundation’s Board of Directors resolution, which states that the income from

associates and subsidiaries, Board of Directors’ remuneration and transfer to statutory reserve should be
excluded from profit for the year when determining the contribution.

Zakat

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




Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
At 31 December 2011

23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and/or accumulated impairment
losses, if any. Such cost includes the cost of replacing part of the property, plant and equipment. When
significant parts of property, plant and equipment are required to be replaced in intervals, the Group Tecognises
such parts as individual assets with specific useful lives and depreciates them accordingly. Likewise, when a
major inspection is performed, its cost is recognised in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in the
consolidated income statement as incurred.

Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets as follows:

e Buildings 20 years
Machinery, plant, tools and equipment 5 to 15 years

e Generators and electrical appliances 15 years

e  Motor vehicles 10 years

e  Furniture and office equipment 5 years

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

* The assets’ residual values, useful lives and methods of depreciation are reviewed at each financial year end, and
adjusted prospectively, if appropriate.

Leases

The determination of whether an arrangement is, or contains, a lease is based on the substance of the
arrangement at inception date, whether fulfilment of the arrangement is dependent on the use of a specific asset
or assets or the arrangement conveys a right to use the asset, even if that right is not explicitly specified in an
arrangement.

Group as a lessee
Operating lease payments are recognised as an expense in the consolidated income statement on a straight-line
basis over the lease term.

Group as a lessor

Leases where the Group does not transfer 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 asset and recognised over the lease term on the same bases as rental income.
Contingent rents are recognised as revenue in the period in which they are earned.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination are their fair value as at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses, if
any. Internally generated intangible assets, excluding capitalised development costs, are not capitalised and
expenditure is reflected in the consolidated income statement in the year in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortisation period and the
amortisation method for an intangible asset with a finite useful life is reviewed at least at the end of each
reporting period. Changes in the expected useful life or the expected pattern of consumption of future economic
benefits embodied in the asset is accounted for by changing the amortisation period or method, as appropriate,
and are treated as changes in accounting estimates. The amortisation expense on intangible assets with finite

Jives is recognised in the consolidated income statement in the expense category consistent with the function of
the intangible assets.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
At 31 December 2011

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets (continued)

Gains or losses arising from derecognition 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 income statement
when the asset is derecognised.

A summary of the policies applied to the Group’s intangible assets is as follows:

Useful life Internally generated or
acquired
Land lease rights from government Finite — 5 years Acquired

Financial instruments — initial recognition and subsequent measurement

i) Financial assets

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through income
statement, loans and receivables, held-to-maturity investments or financial assets available-for-sale, as
appropriate. The Group determines the classification of its financial assets at initial recognition.

All financial assets are recognised initially at fair value plus transaction costs, except in the case of financial
assets recorded at fair value through income statement.

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

The Group's financial assets include bank balances and cash, financial assets at fair value through income
statement, financial assets available-for-sale, accounts receivable and other assets. At 31 December 2011, the
Group did not have held-to-maturity investmens.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through income statement

Financial assets at fair value through income statement includes financial assets held for trading and financial
assets designated upon initial recognition at fair value through income statement. Financial assets are classified
as held for trading if they are acquired for the purpose of selling or repurchasing in the near term. Financial
assets are designated at fair value through income statement if they are managed, and their performance 18
evaluated on reliable fair value basis in accordance with documented investment strategy. Financial assets at fair
value through income statement are carried in the consolidated statement of financial position at fair value with
changes in fair value recognised in the consolidated income statement.

The Group has not designated any financial assets upon initial recogmition as at fair value through income
statement.

The Group evaluates its financial assets at fajr value through income statement (held for trading), to determine
whether the intention to sell them in the near term is still appropriate. When in rare circumstances the Group is
unable to trade these financial assets due to inactive markets and management’s intent to sell them in the
foreseeable future significantly changes, the Group may elect to reclassify these financial assets. The
reclassification to loans and receivables, available-for-sale or held to maturity is permitted depending on the
nature of the asset. This evaluation does not affect any financial assets designated at fair value through income
statement using the fair value option at designation, these instruments cannot be reclassified after initial
recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not

quoted in an active market. The Group does not ha i i
. : ve any loans receivable. Receivables 1
recetvable and other receivables. Sk
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments — initial recognition and subsequent measurement (continued)
@) Financial assets (continued)
Subsequent measurement (continued)

Loans and receivables (continued)

Trade accounts receivable are stated at original amount less a provision for any uncollectible amount. An
estimate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are
written off when there is no possibility of recovery.

Financial assets available-for-sale

Financial assets classified as available-for-sale are those equity investments, which are neither classified as
designated financial assets at fair value through income statement nor held-for-trading. After initial
measurement, financial assets available-for-sale are subsequently measured at fair value with unrealised gains or
losses recognised as other comprehensive income in cumulative changes in fair value reserve until the
investment is derecognised or determined to be impaired, at which time the cumulative gain or loss is recognised
in the consolidated income statement in investment income/loss and removed from the cumulative changes in
fair value teserve. Financial assets whose fair value cannot be reliably measured are stated as cost less
impairment losses, if any.

The Group evaluates whether the ability and intention to gell its financial assets available-for-sale in the near
term is still appropriate. When, in rare circumstances the Group is unable to trade these financial assets due to
inactive markets and management’s intention to do so significantly changes in the foreseeable future, the Group
may elect to reclassify these financial assets. Reclassification to loans and receivables is permitted when the
financial assets meet the definition of loans and receivables and the Group has the intent and ability to hold these
assets for the foreseeable future or until maturity.

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is

derecognised when:

o the rights to receive cash flows from the asset have expired,

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

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has retained the risks and rewards of ownership. When it has
neither transferred nor retained substantially all the risks and rewards of the asset, nor transferred control of the
asset, the asset recognised to the extent of the Group’s continuing involvement in the asset. In that case, the
Group also recognises an associated liability. The transferred asset and the associated lability are measured on a
basis that reflects the rights and obligations that the Group has retained.

(i) Impairment of financial assets

The Group assesses, at each reporting date, whether there is any objective evidence that a financial assct or a
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if,
and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred 'loss event') and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy
or other financial reorganisation and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Impairment is determined as follows:

e for assets carried at amortised cost, impairment is based on estimated cash flows discounted at the original
effective interest rate;

for assets carried at fair value, impairment is the difference between cost and fair value; and

;E:u assets ;afxlned at cost, impairment is the difference between actual cost and the present value of estimated
re cash flows discounted at the current market rate of return for a similar financial asset
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Refrigeration Industrics and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments — initial recognition and subsequent measurement (continued)

(i) Impairment of financial assets (continued)

Financial assets available-for-sale

For financial assets available-for-sale, the Group assesses at each reporting date whether there is objective
evidence that an investment or a group of investments is impaired.

In the case of equity investments classified as available-for-sale, objective evidence would include a significant
or prolonged decline in the fair value of the investment below its cost. 'Significant' is evaluated against the
original cost of the investment and 'prolonged’ against the period in which the fair value has been below its
original cost. Where there is evidence of impairment, the cumulative loss - measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that investment previously recognised
in the consolidated income statement - is removed from other comprehensive income and recognised in the
consolidated income statement. Impairment losses on equity investments are not reversed through the
consolidated income statement; increases in their fair value after impairment are recognised directly in other

comprehensive income.

(i) Financial liabilities

Initial recognition and measurement

Financial Habilities within the scope of IAS 39 are classified as financial liabilities at fair value through income
statement and loans and borrowings. The Group determines the classification of its financial liabilities at initial
recognition.

All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, plus directly
attributable transactions cOSts.

The Group's financial liabilities include accounts payable. At 31 December 2011, the Group did not have any
financial liabilities at fair value through income statement.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

Accounts payable
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by

the supplier or not.

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability. The difference in the respective
carrying amounts is recognised in the consolidated income statement,

(iv) Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and settle the liabilities simultancously.

(v) Fair value of financial instruments
The fair value of financial instruments that are traded in active markets at each reporting date is determined by

reference to quoted market prices (bid price), without any deduction for transaction coOsts.

For financial instruments not traded in an active market, the fair value is determined using appropriate valuation
techniques. Such techniques may include using recent arm's length market transactions; reference to the current

fair value of another instrument that is substantially the same; a discounted cash flow analysis or other
acceptable valuation models.

An analysis of fair values of financial i i
A instruments and further details as to how they are measured are provided

13



Refrigeration Industries and Storage Company K _S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories
Inventories are valued at the lower of cost and net realisable value.

Costs incurred in bringing each product to its present location and condition are accounted for as follows:

Raw materials and spare parts - Purchase cost on a moving average basis.

Work in progress and finished goods - Cost of direct materials and labour and a proportion of
manufacturing overheads based on normal operating
capacity but excluding borrowing costs.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and costs necessary to make the sale.

Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU)
fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets. When the
carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is
written down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted
to their present value using a discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. In determining fair value less costs to sell, recent market transactions are taken
into account, if available. If no such transactions can be identified, an appropriate valuation model is used.

Impairment losses of continuing operations, including impairment on inventories, are recognised in the

consolidated income statement in those expense categories consistent with the function of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased. If such indication exists, the Group estimates the
asset’s or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if there has been
a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was
recognised. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable
amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognized in the consolidated
income statement.

Intangible assets

Intangible assets with indefinite useful lives are tested for impairment annually as at 31 December either
individually or at the CGU level, as appropriate, and when circumstances indicate that the carrying value may be
impaired.

Cash and cash equivalents
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of bank balances,
and cash on hand net of restricted bank balances.

Treasury shares

Treasury shares consist of the Parent Company’s own issued shares that have been reacquired by the Group and
not yet reissued or cancelled. The treasury shares are accounted for using the cost method. Under this method,
the weighted average cost of the shares reacquired is charged to 2 confra account in equity. When the treasury
shares are sold, gains are credited to a separate account in equity (the “treasury share reserve™), which is not
distributable. Any realised losses are charged to the same account to the extent of the credit balance on that
account. Any excess losses are charged to retained earnings then te the voluntary reserve and statutory reserve.

Ghains realised subsequently on the sale of treasury shares are first used to offset any previously recorded losses
in the order of reserves, retained earnings and the treasury shares reserve account. No cash dividends are paid on
these shares. The issue of bonus shares increases the number of treasury shares proportionately and reduces the
average cost per share without affecting the total cost of treasury shares.

14



Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past
event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

Employees’ end of service benefits

The Group provides end of service benefits to its employees under the Kuwait Labour Law. The entitlement to
these benefits is based upon the employees’ final salary and length of service, subject to completion of a
minimum service period. The expected costs of these benefits are accrued over the period of employment.

With respect to its Kuwaiti employees, the Company also makes contributions to Public Institution for Social
Security calculated as a percentage of the employees’ salaries.

24 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

New and amended standards and interpretations
The accounting policies adopted are consistent with those of the previous financial year, except for the following
new and amended IFRS effective as of 1 January 2011:

e IAS 24 Related Party Disclosures (amendment) effective 1 January 2011
e IAS 32 Financial Instruments: Presentation (amendment) effective 1 February 2010
e Improvements to [FRSs (May 2010).

The adoption of the standards is described below:

IAS 24 Related Party Transactions (Amendment)

The IASB issued an amendment to TAS 24 that clarifies the definitions of a related party. The new definitions
emphasise a symmetrical view of related party relationships and clarifies the circumstances in which persons and
key management personnel affect related party relationships of an entity. In addition, the amendment introduces
an exemption from the general related party disclosure requirements for transactions with government and
entities that are controlled, jointly controlled or significantly influenced by the same government as the reporting
entity. The adoption of the amendment did not have any impact on the financial position or performance of the

Group.

1AS 32 Financial Instruments: Presentation (Amendment)

The IASB issued an amendment that alters the definition of a financial liability in IAS 32 to enable entities to
classify rights issues and certain options or warrants as equity instruments. The amendment is applicable if the
rights are given pro rata to all of the existing owners of the same class of an entity’s non-derivative equity
instruments, to acquire a fixed number of the entity’s own equity instruments for a fixed amount in any currency.
The amendment has had no effect on the financial position or performance of the Group because the Group does

not have these type of instruments.

Improvements to IFRSs

In May 2010, the IASB issued its third omnibus of amendments to its standards, primarily with a view to
removing inconsistencies and clarifying wording. There are separate transitional provisions for each standard.
The adoption of the following amendments resulted in changes to accounting policies, but no impact on the
financial position or performance of the Group.

IFRS 7 Financial Instruments - Disclosures: The amendment was intended to simplify the disclosures provided
by reducing the volume of disclosures around collateral held and improving disclosures by requiring qualitative
information to put the quantitative information in context.

IAS 1 Presentation of Financial Statements: The amendment clarifies that an entity may present an analysis of
each component of other comprehensive income maybe either in the statement of changes in equity or in the
notes to the financial statements. The Group provides this analysis in the consolidated statement of
comprehensive income.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

24 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)
New and amended standards and interpretations (continued)

Improvements to IFRSs (continued)
Other amendments resulting from Improvements to IFRSs to the following standards did not have any impact on
the accounting policies, financial position or performance of the Group:

IFRS 3 Business Combinations (Contingent consideration arising from business combination prior to adoption of
IFRS 3 (as revised in 2008))

1AS 27 Consolidated and Separate Financial Statements

1AS 34 Interim Financial Statements.

3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group's consolidated financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the
disclosure of conmtingent liabilities, at the end of the reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount of
the asset or liability affected in future periods.

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

Classification of investments
Management decides on acquisition of an investment whether it should be classified as at fair value through
income statement or as available-for-sale.

The Group classifies financial assets at fair value through income statement if they are acquired primarily for the
purpose of short term profit making.

Classification of financial assets at fair value through income statement depends on how management monitors
the performance of these financial assets. When they are not classified as held for trading but have readily
available fair values and the changes in fair values are reported as part of profit or loss in the management
accounts, they are classified as at fair value through income statement.

All other financial assets are classified as available-for-sale.

Estimates and assumptions

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

Fair value of financial instruments

When the fair value of financial assets and financial liabilities recorded in the statement of financial position
cannot be derived from active markets, their fair value is determined using valuation techniques including the
discounted cash flow model. The inputs to these models are taken from observable markets where possible, but
where this is not feasible, a degree of judgement is required in establishing fair values. The judgements include
considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these
factors could affect the reported fair value of financial instruments.

Impairment of financial assets available-for-sale

The Group treats financial assets available-for-sale as impaired when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists. The determination
of what is “significant” or “prolonged” requires considerable judgment.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Impairment of accounts receivable

An estimate of the collectible amount of accounts receivable is made when collection of the full amount is no
longer probable. The estimation is performed on an individual basis for amounts which are past due, and a
provision applied according to the length of time past due, based on historical recovery rates.

Useful lives of property, plant and equipment

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

Impairment of inventories

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

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective up to the date of issnance of the Group’s consolidated financial statements
are listed below. This listing of standards and interpretations issued are those that the Group reasonably expects
to have an impact on disclosures, financial position or performance when applied at a future date. The Group
intends to adopt these standards when they become effective.

IAS 1 Financial Statement Presentation — Presentaiion of Items of Other Comprehensive Income (“OCI”)

The amendments to IAS 1 change the grouping of items presented in OCL Items that could be reclassified (or
‘recycled”) to consolidated income statement at a future point in time (for example, upon derecognition or
settlement) would be presented separately from items that will never be reclassified. The amendment affects
presentation only and has no impact on the Group’s financial position or performance. The amendment becomes
effective for annual periods beginning on or after 1 July 2012.

IAS 27 Separaie Financial Statements (as revised in 2011)

As a consequence of the new IFRS 10 and IFRS 12, what remains of IAS 27 is limited to accounting for
subsidiaries, jointly controlled entities, and associates in separate financial statements. The Group does not
present separate financial statements. The amendment becomes effective for annual periods beginning on or after
1 January 2013.

IFRS 3 Business Combinations: The measurement options available for non-controlling interest (NCI) were
amended. Only components of NCI that constitute a present ownership interest that entitles their holder to a
proportionate share of the entity’s net assets in the event of liquidation should be measured at either fair value or
at the present ownership instruments’ proportionate share of the acquiree’s identifiable net assets. All other
components are to be measured at their acquisition date fair value.

The consolidated financial statements do not include NCI as at the reporting date as the subsidiary is wholly
owned by the Parent Company (Note 2.2). The amendments to IFRS 3 are effective for annual periods beginning
on or after 1 July 2011.

IERS 7 Financial Instruments: Disclosures — Enhanced Derecognition Disclosure Requirements

The amendment requires additional disclosure about financial assets that have been transferred but not
derecognised to enable the user of the Group’s consolidated financial statements to understand the relationship
with those assets that have not been derecognised and their associated liabilities. In addition, the amendment
requires disclosures about continuing involvement in derecognised assets to enable the user to evaluate the
pature of, and risks associated with, the entity’s continuing involvement in those derecognised assets. The
amendment becomes cffective for annual periods beginning on or after 1 July 2011. The amendment affects
disclosure only and has no impact on the Group’s financial position or performance.
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiaty

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 21 December 2011

4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 as issued reflects the first phase of the IASBs work on the replacement of IAS 39 and applies to
classification and measurement of financial assets and financial liabilities as defined in JAS 39. The standard is
effective for annual periods beginning on or after 1 January 2015. In subsequent phases, the IASB will address
hedge accounting and impairment of financial assets. The adoption of the first phase of IFRS 9 will have an
effect on the classification and measurement of the Group’s financial assets, but will potentially have no impact
on classification and measurements of financial liabilities. The Group will quantify the effect in conjunction with
the other phases, when issued, to present a comprehensive picture.

IFRS 10 Consolidated Financial Statements

IFRS 10 replaces the portion of IAS 27 Consolidated and Separate Financial Statements that addresses the
accounting for consolidated financial statements. It also includes the issues raised in SIC-12 Consolidation -
Special Purpose Entities.

IFRS 10 establishes a single control model that applies to all entities including special purpose entities. The
changes introduced by IFRS 10 will require management to exercise significant judgement to determine which
entities are controlled, and therefore, are required to be comsolidated by a parent, compared with the
requirements that were in IAS 27.

This standard becomes effective for annual periods beginning on or after 1 January 2013.

IFRS 12 Disclosure of Involvement with Other Entities

IFRS 12 includes all of the disclosures that were previously in IAS 27 related to consolidated financial
statements, as well as all of the disclosures that were previously included in IAS 31 and IAS 28. These
disclosures relate to an entity’s interests in subsidiaries, joint arrangements, associates and structured entities. A
number of new disclosures are also required. This standard becomes effective for annual periods beginning on or
after 1 January 2013.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. IFRS 13 does not
change when an entity is required to use fair value, but rather provides guidance on how to measure fair value
under IFRS when fair value is required or permitted. The Group is currently assessing the impact that this
standard will have on the financial position and performance. This standard becomes effective for annual periods
beginning on or after 1 January 2013.

5 REVENUES

2011 2010

KD KD
Contract 5,831,624 6,351,622
Storage 2,212,191 2,925,550
Manufacturing 3,281,903 2,415,832
Maintenance and spare parts 979,684 1,151,790

12,305,402 12,844,794

6 INVESTMENT (LOSS)/GAIN

2011 2010
KD KD
Unrealised loss on financial assets at fair value through income statement (117,881) (59,924)
Realised gain/(loss) on financial assets at fair value through income statement 4,496 (507)
Impqirment loss on financial assets available-for-sale (Note 11) (434,274) (55,881)
Realised gain on financial assets available-for-sale 31,475 20,404
(516,184) (86,818)
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Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

7 ADMINISTRATIVE EXPENSES

2011 2010

KD KD
Staff costs } 830,362 727,184
Depreciation (Note 9) 129,954 160,317
Amortization (Note 10) . 219,354 219,354
Other operating expenses 403,480 621,539
1,583,150 1,728,394

8 BASIC AND DILUTED (LOSS)/EARNINGS PER SHARE

Basic and diluted (loss)/earnings per share is computed by dividing the (loss)/profit for the year attributable to
the Parent Company by the weighted average number of shares outstanding during the year less weighted
average number of treasury shares, as follows:

2011 2010
Net (loss)/profit for the year attributable to the Parent Company (KD) (3,558,150) 1,067,211
Weighted average number of shares outstanding 89,398,135 89.308.135
Weighted average number of treasury shares (Note 19) (882,000) (882,000)
Weighted average number of shares 88,516,135 88,516,135
Basic and diluted (loss)/earnings per share attributable to the Parent Company (40.2) fils 12.1 fils

The earnings per share for the comparative year have been restated for the effect of bonus shares issued in the
current year (Note 17).
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Refrigeration Industries and Storage Comparny K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

10 INTANGIBLE ASSETS

2011 2010
KD KD
Cost:
At 1 January and 31 December 1,096,770 1,096,770
Amortisation: . :
At 1 January ; (438,708) (219,354)
Charge for the year (Note 7) (219,354) (219,354)
At 31 December : (658,062) (438,708)
Net carrying amount:
At 31 December 438,708 658,062
11 FINANCIAL ASSETS AVAILABLE-FOR-SALE
2011 2010
KD KD
Unquoted equity security - 10,741
Managed equity funds - 448,988
- 459,729

Management has assessed that full impairment should be recorded against these investments and accordingly, an
impairment loss of KD 434,274 (2010: KD 55,881) (Note 6) has been recorded in the consolidated income
statement.

12 INVENTORIES

2011 2010
KD KD
Raw materials 5,045,782 5,172,685
Work in progress 992,207 630,814
Finished goods 430,247 564,417
Goods in transit 254,305 106,617
Spare parts 353,453 456,936
7,075,994 6,931,469
Provision for old and obsolete inventories (973,875) (1,048,322)
6,102,119 5,883,147

During the current year, raw materials inventories with a carrying value of KD 581,841 (2010: Nil) were written
off in the consolidated income staterment.

The movement in the provision for old and obsolete inventories that are determined to be impaired is as follows:

2011 2010
KD KD
At 1 January 1,048,322 1,345,750
Charge for the year 352,285 =
Write back during the year (426,732) (297.428)
At 31 Decemb
& 973,875 1,048,322




Refrigeration Industries and Storage Company K.S.C. and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2011

13 ACCOUNTS RECEIVABLE AND OTHER ASSETS

2011 2010

KD KD

Trade accounts receivable 3,742,482 3,944,635
Less: provision for doubtful debts (2,910,408) (1,868,428)
832,074 2,076,207

Unbilled revenue, net 304,733 1,688,304
Advance to suppliers 1,311,505 319,340
Prepaid expenses 44,856 80,258
Refundable deposits 12,990 21,268
Other receivable 69,357 34,627
2,575,515 4,220,004

Trade accounts receivables are non-interest bearing and are generally on 30 to 90 day terms.

At 31 December 2011, trade accounts receivable of an initial value of KD 2,910,408 (2010: KD 1,868,428) were

impaired and fully provided for. The movement in the provision for doubtful trade accounts receivable that are
individually determined to be impaired is as follows:

2011 2010
KD KD
At 1 January 1,868,428 1,933,532
Charge for the year 1,041,980 -
Utilised - (41,040)
Unused amount reversed - (24,064)
At 31 December 2,910,408 1,868,428
As at 31 December, the ageing analysis of trade accounts receivables is as follows:
Neither past Past due but not impaired
due nor 180-360
Total impaired <60days 60-90 days 90-180 days days Overl year
KD KD KD KD KD KD KD
2011 832,074 234,976 151,552 81,699 133,316 127,135 103,396
2010 2,076,207 246,747 131,265 159,275 441,420 126,766 970,734
14 FINANCIAL ASSETS AT FAIR VALUE THROUGH INCOME STATEMENT
2011 2010
KD KD
Held for trading
Unquoted money market fund -

128,931

Management has assessed that the fair value of the fund is Nil and accordingly recorded an unrealised loss of
KD 117,881 (2010: Nil) (Note 6) in the consolidated income statement.
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15 CASH AND CASH EQUIVALENTS

For the purpose of the consolidated statement of cash flows, cash and cash equivalents include the following
amounts:

2011 2010
KD KD
Cash in hand 1,000 30
Bank balances 2,812,629 3,812,936
2,813,629 3,812,966
Less: restricted bank balance (328,669) (303,539)
2,484,960 3,509,427

Restricted bank balance represents unclaimed dividend payable declared in prior years (Note 21).

16 SHARE CAPITAL

2011 2010
KD KD
Authorised, issued and fully paid up 89,398,130 (2010: 85,141,078) shares
of 100 fils each : 8,939,813 8,514,108

17 DIVIDENDS

The Annual General Assembly of the shareholders held on 22 May 2011, approved the payment of cash dividend
of 5 fils per share (2009: Nil) on outstanding shares excluding treasury shares amounting to KD 421,505 and
bonus shares amounting to KD 425,705 (2009: Nil). The dividend was payable to the shareholders registered in
the Parent Company’s records as of the date of the Annual General Assembly meeting.

An Extraordiﬁary General Meeting of the shareholders was held on 22 May 2011 to approve the increase in
authorised share capital by 5% due to bonus shares declared of 4,257,054 shares.

18  RESERVES

Statutory reserve

In accordance with the Commercial Companies Law and the Parent Company’s Articles of Association, the
annual transfer to statutory reserve of 10% of the profit for the year has been discontinued as the reserve exceeds
50% of paid-up share capital.

Distribution of the statutory reserve is limited to the amount required to enable the payment of a dividend of 5%
of paid-up share capital to be made in years when retained earnings are not sufficient for the payment of a
dividend of that amount. '

Voluntary reserve

In accordance with the Parent Company’s Articles of Association 10% of the profit for the year before
contribution to KFAS, Zakat and Directors’ remuneration is required to be transferred to the voluntary reserve
based on the recommendation of the Board of Directors. The Annual General Assembly of shareholders may
upon a recommendation by the Board of Directors increase the percentage as it deems appropriate, and may
resolve to discontinue such annual transfers. The Annual General Assembly of shareholders has decided to
discontinue such transfer. There are no restrictions on distributions from voluntary reserve.
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19 TREASURY SHARES AND TREASURY SHARE RESERVE

Number of own shares
Percentage of issued shares

Cost (KD)
Market value (KD)

Treasury share reserve

Reserves equivalent to the cost of purchase of the treasury shares, have been earmarked as non-di

the Parent Company.

20 EMPLOYEES’ END OF SERVICE BENEFITS

2011

882,000
1%
309,013
139,356

2010

882,000
1%
309,013
201,096

stributable in

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

At 1 January
Provided during the year
Paid during the year

At 31 December

21 ACCOUNTS PAYABLE AND ACCRUALS

Trade accounts payables

Advances from customers

Billings in excess of work in progress
Accrued expenses

Unclaimed dividend payable
Provision for staff leave

Other payables

22 RELATED PARTY TRANSACTIONS

2011
KD

697,901
92,174
(152,538)

637,537

2011
KD

908,459
189,557

1,569,928

626,785
328,669
266,786

3,224

3,893,408

2010
KD

704,414
205,724
(212.237)

697,901

2010
KD

949 653
149,998
1,467,833
145,328
303,539
150,596
11,584

3,178,531

Related parties represent major shareholders, directors and key management personnel of the Group, and entities
controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of these

transactions are approved by the Group’s management.

Key management compensation

Salaries and other short-term benefits
Termination benefits
Directors’ remuneration

2011

102,978
8,808

111,786

2010

120,000
17,000
10,000

147,000
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23 COMMITMENTS AND CONTINGENCIES
Operating lease commitments - Group as lessee
The Group has entered into commercial leases on certain buildings and Jand. These leases have an average life of

beiween one and five years. There are no restrictions placed upon the Group by entering into these leases.

Future minimum rentals payables under non-cancellable operating leases as at 31 December are as follows:

2011 2010
KD KD
Within one year 156,386 122,561
After one year but not more than five years 312,772 30,457
469,158 153,018

Purchase commitments
In the ordinary course of business, the Group has credit-related commitments at the reporting date for purchase
of raw materials inventory amounting to KD 1,245,143 (2010: KD 1,888,666).

Capital commitments
At 31 December 2011, the Group has capital commitments for the construction of a new plant for manufacturing
air conditioning systems and purchase of related equipment amounting to KD 2,268,000 (2010: Nil).

Guarantees
At 31 December 2011, the Parent Company has provided performance bank guarantees to customers amounting
to KD 2,447,237 (2010: KD 1,482,551). It is anticipated that no material liabilities will arise.

Legal claim contingencies

The Group is also involved in various claims and legal proceedings including employee compensation and
contractor disputes based on the advice of the legal counsel. Management believes that such claims will not have
a material adverse effect on the consolidated financial statements.

34 SEGMENT INFORMATION

For management purposes, the Group 1s organised into business units based on activities and services and has
two reportable segments as follows:

Contracting and manufacturing division . Consisting of manufacturing, producing, installing
and repairing of central and split air conditioning units.

Storage division . Consisting of rental of refrigeration storage, storage services
for other companies and frozen transportation.

Management monitors the operating results of its business units separately for the purpose of making decisions
about resource allocation and performance assessment. Segment performance is evaluated based on operating
profit or loss and 18 measured consistently with operating profit or loss in the consolidated financial statements.
The Group does not have any inter-segment transactions.
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24 SEGMENT INFORMATION (CONTINUED)

The following table presents segment revenue and results, assets and liabilities information regarding the

Group’s operating business segments:

31 December 2011

Revenue

Results
Depreciation and amortisation

Impairment of financial assets
available-for-sale (Note 12)

Write-off of inventories (Note 13)
Impairment of receivables (Note 14)
Result - loss

Operating assets
Operating liabilities

Other disclosures
Capital expenditure

31 December 2010

Revenue

Results
Depreciation and amortisation

Impairment of financial assets
available-for-sale

Impairment of receivables
Result - profit
Operating assets
Operating Liabilities

Other disclosures
Capital expenditure

Geographic information

Contraciing
and
manufacturing Storage Unallocated Total
KD ED KD KD
9,113,528 2,212,191 979,683 12,305,402
370,240 97,865 129,953 598.058
- - 434274 434,274
581,841 - - 581,841
887,546 90,382 70,723 1,048,651
(3,802,672) 1,537,028 (1,292,506) (3,558,150)
13,384,875 1,406,693 4,606,481 19,398,049
4,051,628 1,400 477,917 4,530,945
1,562,268 - 22,263 1,584,531
Contracting
and
manufacturing Storage Unallocated Total
KD KD KD KD
8,767,454 2,925,551 1,151,789 12,844,794
399,529 410,494 152,561 962,584
= - 55,881 55,881
27,874 - - 27,874
735,196 245,280 86,735 1,067,211
15,773,676 2,961,580 4,013,390 22,748,646
3,335,626 471,411 69,395 3,876,432
79,848 30,500 8,250 118,598

The Group operates in two geographic regions; Kuwait and Non-Kuwait. The following table shows the

distribution of the Group’s segment revenue and non-current assets by region:

Revenue

Kuwait
Non-Kuwait

2011
KD

12,158,552
146,850

12,305,402

2010
KD

12,704,531
140,263

12,844,794
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24  SEGMENT INFORMATION (CONTINUED)

Geographic information (continued)
The income information above is based on the location of the assets generating the income.

2011 2010

Non-current assets KD KD
Kuwait 7,906,786 8,254,610
Non-Kuwait - 448,988
7,906,786 8,703,598

Non-current assets for this purpose consist of property, plant and equipment, intangible assets and financial assets
available-for-sale.

25 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

risk. The independent risk control process does not include business risks such as changes in the environment,
technology and industry. The Group’s policy is to monitor these business risks through the Group’s strategic
planning process. No changes were made in the risk management objectives, policies or processes during the
years ended 31 December 2011 and 31 December 2010. The Parent Company’s management reviews and agrees

25.1 Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer

contract leading to a financial loss. Financial assets subject to credit risk consist principally of bank balances and
accounts receivable and other assets

Customer credit risk is managed by each business unit subject to the Group’s established policy, procedures and

control relating to customer credit risk management. Credit quality of the customer is assessed based on an

The maximum exposure to credit risk at the reporting date is as follows:

2011 2010
KD KD
Accounts receivable and other assets (excluding advances to suppliers and
prepaid expenses) 1,219,154 3,820,406
Bank balances (excluding cash) 2,812,629 3,812,936
4,031,783 7,633,342

The maximum credit risk eXposurc to a single counter party is KD 2,740,438 (2010: KD 3.266,901).
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25  FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
25.1 Credit risk (continued)

Risk concentration of maximum exposure to credit risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in
the same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations
indicate the relative sensitivity of the Group’s performance to developments affecting a particular industry or
geographic location.

The Group’s financial assets subject to credit risk, before taking into account any collateral held or credit
enhancements, can be analysed by the following geographic regions and industry sectors:

2011 2010
KD KD
Geographic regions
Kuwait 4,031,783 7,633,342
2011 2010
KD KD
Industry sectors
Banks and financial institutions 2,812,629 3,820,406
Corporate 1,219,154 3,812,936
4,031,783 7,633,342

25.2 Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated
with financial instruments. The Group has procedures in place with the objective of minimising such risk such as
maintaining sufficient cash and other highly liquid current assets and by having available an adequate amount of
committed credit facilities. Liquidity risk is managed by monitoring on a regular basis that sufficient funds are
available to meet future commitments

The Group kimits its liquidity risk by ensuring funds from related parties and bank facilities are available. Trade
accounts receivable are non-interest bearing and are generally on 30 to 90 day terms. Trade accounts payable are
normally settled within 60 days of the date of purchase, :

The liquidity profile of financial liabilities reflects the projected cash flows which includes future interest
payments over the life of these financial liabilities. The table below summarises the maturity profile of the
Group’s financial liabilities based on contractual undiscounted payments:

Less than 3to12
31 December 2011 On demand 3 months months Total
KD KD KD KD
Account payable and other accruals 647,772 338,283 2,907,353 3,893,408
31 December 2010
Account payable and other accrnals 528,833 276,170 2,373,528 3,178,531
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25  FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

253 Market risk
Market risk is the risk that the fair value or future cash flows of financial instrument will fluctuate because of
changes in market prices. Market risk comprise of interest rate risk, currency risk and equity price risk.

25.3.1 Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because

of changes in market interest rates. The Group is exposed to interest rate risk on its interest bearing assets mainly
bank balances.

Based on the Group’s interest bearing financial assets held at the year end, an increase in interest rate, with all
other variables held constant, would not si gnificantly impact the Group’s consolidated income statement.

25.3.2 Foreign currency risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates,

The Group is not exposed to significant foreign currency risk as a substantial portion of the Group’s operating
activities, assets and liabilities are denominated in Kuwaiti Dinars.

25.3.3 Equity price risk

Equity price risk is the risk that the fair values of equities will fluctuate as a result of changes in the level of
equity indices or the value of individual share prices. Equity price risk arises from changes in the fair values of
quoted equity investments.

The Group is not exposed to equity price risk as it does not have any quoted equity investments,

26 CAPITAL MANAGEMENT

The primary objective of the Group's capital management is to ensure that it maintains healthy capital ratios in
order to support its business and maximise shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions.
To maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares,

No changes were made in the objectives, policies or processes during the year ended 31 December 2011 and 31
December 2010.

Capital represents total equity and is measured at KD 14,867,104 as at 31 December 2011 (2010: KD
18,872,214).

27 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount at which an asset, liability or financial instrument could be exchanged or settled
between knowledgeable willing parties in an arm’s length transaction. Underlying the definition of fair value is
the presumption that the Group is a going concern without any intention, or need, to liquidate, curtail materially
the scale of its operations or undertake a transaction on adverse terms.

The estimated fair values of financial assets and liabilities, except for an unquoted equity investment classified as
financial assets availabls-for-sale (Note 1 1), approximated their respective net book values at the reporting date.
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27 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy

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

Level 1: quoted (unadjusted) prices in an active market for identical assets and liabilities;

Level 2: other techniques for which all inputs which have z significant effect on the recorded fair value are
observable, either directly or indirectly; and

Level 3: techniques which use mputs that have a significant effect on the recorded fair value are not based on
observable market data.

Assets measured at fair value

Level T Level 2 Level 3 Total

31 December 2011 KD KD KD KD
Financial assets available-for-saje - - - -
Financial assets at fair value through

Income statement - - - -
31 December 2010
Financial assets available-for-sale - 448,988 - 448,988
Financial assets at fair value through

income statement - 128,031 - 128,931

During the reporting period ended 31 December 2011, there were no transfers between Level 1 and Level 2 fair
value measurements, and no transfers into and out of Level 3 fair value measurements.
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