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�� Our values

�� Speech of His Excellency the Oil Ministry and Chairman of the Board of 

Directors of Kuwait Petroleum Corporation
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�� Introduction

�� Financial performance

�� Our mega projects

�� Earth’s resources

�� Around the world’s ports

�� Our best investment

�� Miles for the future

�� Preserving our wealth

�� Promoting our community
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A company of commercial nature, Kuwait Petroleum Corporation is considered a 

global leader in the oil and gas industry. The corporation’s main activities include 
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managing those activities through the most effective means while insuring the utmost 

utilization of hydrocarbon resources, in order to achieve the highest possible income 

for the state of Kuwait and improve national labor.
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Kuwait Petroleum Corporation’s future vision is based on the following:
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Contributing greatly in supporting and stimulating the national economy.

Improving the global reputation and position of all of KPC’s activities.

�����
��������
��
������������������������
������������������
�����������$	%��

activities.

Reaching a pioneering level in the region in HSE performance, and working on 

applying the latest technologies in KPC’s operations.
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Collective interest in KPC’s issues in 
order to serve the common interest of 

the corporation as a whole.

High level of performance, operational 
excellence, continued development, presenting 

high quality products and services, meeting 
clients’ demands.

Seeking openness in operation based on trust, 
respect, justice, transparency and honesty, 
while committing to utmost levels of work 
ethics, professionalism and responsibility.

Corporate 
Thinking

Excellence

Integrity



Building and maintaining long-term 
partnerships, which have added value to 
promote growth and support operational 

excellence

Responding to changes, accepting change 
and innovation

Providing a work environment where 
loyalty, cooperation, team spirit and 
excellence in performance prevail

to health, safety, security, the environment and society
Commitment to environment protection and securing a 

safe and healthy working place
Commitment to social responsibility in Kuwait and other 

communities hosting KPC activities

Partnership Flexibility

Motivation

Commitment
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Speech of His Excellency

 the Minister of Oil and

 Chairman of the Board of Directorsrs

Amid accelerating developments, and with the increasing pace of competition, the current 
oil markets’ atmosphere force us to exert exceptional efforts to increase oil revenues and 
�
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best practices in the oil industries, and to invest in our special relationships with various 
local, international, and service-based oil companies, in addition to research centers. It is 
also important to improve the historic relations that we have with these markets, in order to 
maintain our presence and our investments in those markets. This was embodied during 
His Highness the Prime Minister’s visit to a number of Asian markets including Bangladesh, 
Korea, Vietnam and Japan, in which he witnessed the latest developments regarding the 
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Petroleum Corporation and its subsidiaries achieved remarkable success in increasing 
crude oil production to reach 3 million barrels a day. This achievement was never easy, and 
came thanks to God’s blessing, and the efforts of the national work force in the oil sector. 
We also cannot forget the important role that the global marketing authority plays, as it 
exerts commendable efforts to make sure that oil is dispensed in promising markets, thus 
insuring higher prices for the Kuwaiti crude compared to other markets.
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great progress in executing the manufacturing and cracking capabilities’ improvement pack 
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tender.
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activities in order to achieve added value, the Supreme Petroleum Council gave initial 
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According to the revenues’ expansion plan which was placed by Kuwait Petroleum 
Corporation and its subsidiary companies, the plan has borne fruit to add more revenue to 
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competition on quotas in international markets. The oil sector continues to move forward, 
motivated by the desire of His Highness Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah, with 
the roadmap placed to expand the use of solar power, thus reducing carbon emissions.

We stand today on the doorsteps of a bright future; the sky is the limit when in it comes to 
the efforts of our national workforce in the oil sector, and we believe that success is attained 
through them. There are different ambitions that we have for the upcoming period, most 
notable of which is improving human resources and qualifying national cadres as a strategic 
choice for a bright future. Human resources are the sector’s foundation and true wealth to 
guarantee leadership and excellence.

Finally, I would like to express gratitude to His Highness the Amir, His Highness the Crown 
Prince and His Highness the Prime Minister for their continued support to the oil sector, which 
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The accelerating global events and economic challenges that the world has witnessed, including 
oil prices’ drop and expansion in shale oil production left a clear impact in the form of reduced oil 
revenues in oil producing countries, especially those whose economies depending primarily on oil 
revenues, and the subsequent effect on companies operating in exploration and production of oil 
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���
to reduced incomes, thus forcing them to reduce their investments and sustain setbacks globally.

However, we at Kuwait Petroleum Corporation (KPC) and its subsidiaries were committed to 
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of the 2030 strategy, despite the challenges and changes, motivated by our strong belief in their 
importance for achieving a better future for the state of Kuwait and securing economic resources 
for the current and future generations.

We managed through collaborated efforts of the oil sector’s staff to adapt and compete amidst 
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petrochemicals as the best solution to face the coming changes. We have moved forward to 
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and outside Kuwait in order to improve the national income. This reasserts the management’s 
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power in the national and global economies.

We are committed to the vision of His Highness the Amir Sheikh Sabah Al-Ahmad Al-Jaber Al-
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resources by 2030. It is our future choice and top priority to produce clean energy in order to protect 
our environment and maintain a healthy society while at the same time increasing our oil and gas 
exports.

&
��*+9;2016- Annual Report shows how KPC and its subsidiaries managed to increase their 
production levels to three billion barrels a day, and that in keeping up with the strategic plans put in 
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standards. It becomes clear herein that the approach followed in the oil sector is not restricted to 
searching for future opportunities, but also includes keeping the current markets and making sure 
that the oil wealth that God has blessed Kuwait with can maintain its strength, position and quality, 
thus our products would continue to grow.
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Nizar Al-Adsani

Deputy Chairman

Kuwait Petroleum Corporation
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Deputy Chairman of the Board

Kuwait Petroleum Corporation

barrels a day. It will also increase the company’s production capacity from 936,000 barrels to 
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option of expanding it into 400,000 barrels a day in its second stage. This secures a safe outlet 
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for oil sector employees and newly graduated engineers, whom Kuwait Petroleum International 
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Korea and Malaysia, which helped them attain high technical experience and skills in executing 
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order to meet the future demands as a result of the demographic expansion that Kuwait is witnessing. 
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taking into account renewable and alternative energy options and utilizing environmental friendly 
technologies according to the new adopted design.

We cannot ignore the importance of investing in our human resources in face of the coming 
challenges, because they are the backbone of the national economy and the secret to its success. 
Therefore, we launched a learning and development strategy, stemming from our steadfast 
belief and persistent commitment to providing a motivational working environment that helps our 
employees to improve their skills, and creates suitable opportunities that enable them to showcase 
their hidden capabilities optimally.

And out of our belief that they are the essence of our operations, we supported the launch of the 
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female leaders in the oil sector, and that through a series of activities to empower women in 
the oil sector and improve their leadership skills in cooperation with national and international 
oil companies. In addition, awareness programs for female employees in the oil sectors were 
organized.

And to help promote the community, we are committed to enforcing the second stage of the 2030 
communication strategy with regards to instilling the social responsibility concepts, and providing 
�
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Furthermore, we collaborated with charity organizations to support sick children and provide the 
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boards that cater to the students’ high mental capabilities.

Finally, I would like to express gratitude to His Highness the Amir, His Highness the Crown Prince, 
His Highness the Prime Minister and His Excellency the Acting Oil Minister for their continued 
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development continues. I would also like to thank all oil sector employees for the great efforts they 
exerted in order to improve the oil sector’s march in the local and global scenes.
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ones to grow our ambitions further, and operated according to the 2040 plan 

to expand our horizon while realizing that we carry a responsibility that is as 

huge as our desire for excellence. We, at Kuwait Petroleum Corporation 

and its subsidiaries, work tirelessly to keep up with the global markets’ 

demands, and even surpass them to prepare for future challenges.
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year of determination to succeed and manage with smart will and 

outlook.
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Revenues collected for Kuwait Petroleum Corporation and its subsidiaries reached 
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KD 19,102.1 million as ongoing operations’ revenues, and KD 1,131.8 million as 

other revenues. Meanwhile, consolidated expenses reached KD 18,908.4 million.

	�������������
����� 
���
������9�Y*;#;��������� ������
��� ������9�*;Y#j���������
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2014*+9;/), and investment incomes that reached KD 442.0 million (KD 429.3 

million in 2014*+9;/).
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Total assets reached KD 34,787.4 million (compared to KD 33,711.9 million in 

2014*+9;/).
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to KD 22,336.8 million in 2014*+9;/�U� ���
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as a result of a KD 1,323.0 million increase in the general reserve, which came 
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increasing the reserve for property, facility and equipment replacement and renewal 
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3.3 million, compared to a decrease in the foreign currency conversion reserve by 

KD 123.4 million, and a decrease in the net change in the fair value by KD 181.3 

million.
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and manufacturing sector inside Kuwait, Kuwait Petroleum Corporation, represented by 
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works, sales and main material and equipment. Meanwhile, restoration of the catalyst 

cracker unit has been completed, while operating the unit has started at Mina Al-

@
�����!����
�#�@����
��
���
�(���%�������
�������
�����
�����������
������������
��
��

Q����@�L@
���������Q����@"�����
�
����
�����
������"������������� ��������
�����#�
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In the meantime, the negotiation team continues its works in cooperation with the 
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traditional and Islamic banks. The Mandate Letter, Term Sheet and Fee Letter have 

all been signed.
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this year include:

Approval has been obtained from the boards of directors of the Kuwait Gulf Oil Company 

(KGOC) and Kuwait Petroleum Corporation (KPC), in addition to the Supreme Petroleum 
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Preliminary meetings with all contractors of the main engineering, import and construction 
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the required documents as stipulated in the contracts. They also began reviewing the 

initial engineering designs, as well as the blueprints and detailed engineering works for 

execution.
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could double to 400,000 barrels a day in its second phase.
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plan for 2030, which pertains with meeting the local market’s long-term demand for 
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of KD 428 million.
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stations in order to meet future demands on fuel due to the urban expansion that Kuwait 
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a comprehensive plan to build 100 new and modern gas stations according to the latest 

technologies - while taking into account applying the renewable and alternative energy 

concept, and using environment friendly technologies based on the new approved design. 

Feasibility studies and preliminary architectural designs were carried out to build 19 new 

gas stations, while preparation is currently ongoing to get necessary approval in order to 
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management. The committee’s work yielded a large number of achievements and made 

great returns estimated at USD 230.2 million. This committee was established under the 
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opportunities are currently being studied. As for expansion in retail marketing, the 

following achievements were made:
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Acquiring a varied network of assets for direct and retail sale in Belgium, which 

improves the company’s investments and increases sales.
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We use the best methods to collect the earth’s resources, 

improve our products, and reach all parts of the world. Here is a 

review for production levels and petroleum explorations during 

the past year.
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Earth’s Resources
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We use the best methods to collect the earth’s resources, improve our products, and reach 

all parts of the world. Here is a review for production levels and petroleum explorations 

during the past year.
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During the fourth quarter, we managed to export 11.4 million barrels of crude within 48 

hours, which is equal to four days of crude production for the producing company, Kuwait Oil 

Company. We also achieved a new record in daily crude export, which is 6.7 million barrels 
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miscible gas approach, at the Managish reservoir at the West Kuwait operations zone.
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seismic surveys is the fact that the surveyed areas are overlapping with residential areas, 

farms, and open grazing lands, which affects the survey process, as well as the equipment 

used. Therefore, Kuwait Oil Company carried out a big media campaign to increase people’s 

awareness regarding the importance of cooperation between the two sides in order to 

achieve the desired goals. The campaign was considered a success.
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Average crude 
production (million 

barrels of crude a day)
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other wells were linked to production, while work is ongoing to connect the remaining 

wells.

Earth’s Resources
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compared to last year. Periodic maintenance as well as unplanned stoppages caused this 

reduction.

EQUATE Petrochemical’s production reached 1,330,000 tons of polyethylene and ethylene 
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which is equal to last year’s production.
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to last year. Planned stoppages to enhance some equipment’s performance caused this 

reduction.
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year. Periodic maintenance operations caused this reduction.
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the boards of directors of the Petrochemical Industries Company and Kuwait Petroleum 

Corporation in late March 2016, in order to move forward towards the detailed architectural 

designs’ studying phase. Furthermore, the alternative site, located north of Road 270, was 

preliminarily approved after initial approvals were received from concerned authorities. The 
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the petrochemicals market. Petrochemical plants also made an exceptional achievement 
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The company’s production of ammonia, urea and methanol reached 1,466,000 metric tons, 
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plants caused these reductions.
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compared to last year.
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A long-term agreement (LTA) has been renewed in the Indian market with one of the 

largest consumers of polypropylene to provide 24,000 tons for two years. Meanwhile, a 

long-term agreement was signed with European countries to provide 48,000 tons for two 

years. In addition, a long-term agreement was reached with Italian company ‘ILPA’ to 

provide 12,000 tons for a year. Also, we entered the Portuguese market and achieved the 

highest returns with the buyer compared to other markets.

Moreover, we signed an agreement between ME Global and Dow Chemical, through 

which the latter provides 400,000 metric tons of ethylene annually, to become the main 

feedstock for the new ethylene glycol plant at the American gulf shores, which will be 

wholly owned by ME Global. Meanwhile, ME Global is currently carrying out the Front End 
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in highly competitive markets.

Despite the decline of prices in the global fertilizers’ markets, a higher sales ratio compared 
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on fuel, as well as power plants’ growing seasonal demand on fuel.

Earth’s Resources
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Product 
3thousand tons7

Fiscal year 
$%"&8$%"9

Fiscal year 
$%"98$%"1

Propane *#;=+ *#};�

Butane *#9j; 1.983

~���
���"������ 1.464 9#*;+

/	��� 6.209 ;#=�*

Product
(thousand metric tons)

$%"&8$%"9 $%"98$%"1 $%"18$%"! $%"!8$%"$ $%"$8$%""

~��
�
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reformate
8431.2 8862.3 j�Y; 9299.9 8936.9

��
������(������� 8411.9 j*Y9#; 8461.6 8668.6 j+};#}

Gas oil/diesel 11813.2 11688.2 12198 12894.2 11729.8

Fuel oil/remnants 10801 10712.8 9671.7 10981.1 9604.2

*Other products 2984.1 3200.8 3227.2 3484.9 Y*};#=

Total net product 42441.4 }*=�;#= }*}�Y#; };Y*j#X }9;=9#�

Depreciated/lost 9+9;#= 99;+#j 9+=Y#; 99X;#9 1192.7

/	��� }Y};X#+ 43846.4 }Y;;X }=;+Y#j }*X;}#=
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;���!���������������������, Kuwait Petroleum International expanded 
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expanded its diesel sale operations to include 24 countries after entering the Croatian, 
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unproductive assets.
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Kuwait Petroleum Corporation’s strategic plans for 2030 stipulate the “protection 
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a way that goes in line with the desired production goals inside Kuwait.” Based on 

that, preparations are currently ongoing to place a tender to build 6 new tankers in 
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included in the fourth phase to 8.

We can never accept to have a mediocre status in transport. We earned the award 

for best tankers operator in the maritime industry on the regional level, the Middle 

East and the Indian subcontinent, awarded by the World Maritime Standards 
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Subcontinent Award for environment.



44 Annual Report  2015 - 2016
www.kpc.com.kw444 AAnn
www

nnual Report 2015 - 2016
w.kpc.com.kw

- 12 giant crude oil tankers

- 14 tankers of different sizes for petroleum products 
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Ports around the World
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�� We possess the most precious kinds of investment, and strive relentlessly 

to secure the strongest returns that best serve Kuwait’s economy. Our 

investment in human resources is the key for any successful step.
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- Kuwait Oil Company (KOC) reduced volume spills through continued efforts 
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not to be surpassed.
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phase of the gas burning plan for the Wafra Joint Operations.

- Kuwait Gulf Oil Company (KGOC) recovered and recycled 343,000 out of 

600,000 barrels from oil borings at the Wafra Joint Operations area.

- Kuwait Aviation Fuelling Company (KAFCO) recorded 2.4 million working 
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- The Petrochemical Industries Company (PIC) recorded more than 24.2 
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2016. Furthermore, PIC recorded no environment-related incidents in 

*+9;2016/.

- We introduced a solid waste management system at all of our tankers in 

order to prevent unloading of waste, including hazardous and recyclable 

waste, into the sea. Instead, waste is unloaded at ports for safe disposal.

Our Greatest Investment
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evacuation drill was completed at the Oil Sector Complex in coordination with concerned state 
departments.
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on the Oil Sector Complex.
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for Kuwait Petroleum Corporation staff.
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Authority and the oil sector in order to improve communication channels that connect 
Kuwait Petroleum Corporation and its subsidiaries with the Environment Public Authority. 
This comes in light of the implementation of the environment protection law, as well as the 
improvement of the environmental performance of Kuwait Petroleum Corporation and its 
subsidiaries according to environmental laws and standards followed in Kuwait.
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for Management of Occupational Road Risk (MORR).
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new siren at the A&B factories, which would help enhance performance during emergency 
evacuation.
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and expectations from contractors according to their own documents that are approved 
by the company. Furthermore, the system helps improve the work culture, maintain safe 
behavioral aspects and enhance the performance of the contractor.
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We aspire to attract valuable national assets, and seek to make our staff an 
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We continue to present several initiatives in order to train and improve 

workers in the oil sector:
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Our Greatest Investment
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We launched this year the learning and development strategy in Kuwait’s oil 
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our most important wealth, and the key to our success in Kuwait’s oil sector. 

In harmony with our conviction that investment in human resources is the 

most effective to continue rising towards a more prosperous and outstanding 

future, the oil sector launched the ‘Learning and Development Strategy’ for 

Kuwait Petroleum Corporation and its subsidiaries.

On this occasion, an awareness campaign was launched in the oil sector to 

announce the consolidated training competencies, which represent a quantum 
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Our strong belief and continued strife requires us to provide a better working 

environment that allows our workers to improve their skills, and creates suitable 

opportunities that let them better invest their potentials and develop their performance.

Our vision in this regard is summed up in becoming partners who promote a high 

performance learning culture, while our mission is centered on working together 

with the concerned authorities to improve our employees’ competencies and career 

aspirations. This is a necessary condition towards successfully applying our work 

strategy, which goes through providing deliberate consultations prepared by highly 

experienced experts, as well as presenting integrated learning mechanisms and 

�����������
�
����
�����"���
��
��
��������������[��������������������#

Our employees are the backbone of our success. They are the real makers of all of our 

achievements. Therefore, we give them our highest attention as we seek to provide an 

environment that is encouraging for work.
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that women were thought could not carry. However, they proved their ability to take 

different leading and administrative posts, in addition to works that require great 

physical effort under unsuitable weather conditions.
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together a roadmap to improve promising female leaders in the oil sector. To achieve 

that goal, a series of activities are organised to empower women in the oil sector and 

improve their leadership skills. In addition, awareness programs are organised for 
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national and international oil companies.

Our Greatest Investment



;;Annual Report  2015 - 2016
www.kpc.com.kw



;= Annual Report  2015 - 2016
www.kpc.com.kw

9#��������/��������
�

We are fully aware of the challenges that the future holds. However, the future also 

carries great opportunities that we seek to invest wisely using the latest technology, and 
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Petroleum Corporation and its subsidiaries. The best way to achieve that goal is to utilize 

all means of technology available, and to continue to improve those methods. Therefore, 

Kuwait Petroleum Corporation and its subsidiaries give priority and main interest status to 

research and technology, until we reach the same level of international companies and can 

claim leadership in applying the latest technologies and improving the mechanisms that 

KPC follows in accordance with the oil sector’s requirements.
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1- The technology roadmap for Kuwait Petroleum Corporation and its subsidiaries was updated 

according to KPC’s strategic plan for research and technology for the year 2030. Seven new 
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Mines.

2- Memorandums of understandings for cooperation in research and technology were signed 

with:

SK Innovation - South Korea

Indian Oil Corporation Ltd. - India
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(	�� ���� ����� �
�� in our history, we completed the reservoirs management 

practices study, which is considered one of the leading studies in the oil industry that 

����������
����������������������������"���������������
��
���������
���
���������%��

efforts to meet its strategic goals.

- We developed the geological operations unit of the exploration work team, using 

���
��������
�����������[����������
��
���
�������#�&
���
���������������������������

�
������������
����������
���
����������
������
�����#�&
��
���������
������
����"��

comparing them with wells’ tests, such as the Qutniya layer in the Managish well.

(	������������
�� in the world, Weatherford’s new system ‘Whipstock’, pipes’ 

anchor for low-pressure wells, was used at the RA-ST 0192 well, and at an estimated 

depth of 6,000 feet. It is considered a simple yet active method in terms of work and 

�������������������
�[��
�������������������
�������
�����������������
����������
#

Future Endeavours
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Fars reservoir) to produce heavy crude oil, which 

is considered an active contribution for developing 

technical expertise in the heavy crude oil program.

L� &
�� ���
�� ������ �����
� ��� �
�� ~�
�
� �������

Directorate. It is a center established based on 

international levels, and collects data pertaining with 

oil wells and facilities in their actual times in order to 

take comprehensive decisions based on information 

technology.
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Future Endeavours

The oil sector gives priority to using clean energy and protecting the environment, as 

��
�������������
�����������������������
������
��@��
%����
������������
������9;?����������

power production through alternative energy by 2030. Kuwait Petroleum Corporation and 

������"�����
������������������������
�����������
�*+9;2016- towards achieving that goal.

<����������

We successfully� �����
����
���
���������������������
����
������
���"������
�

����
����*+9;#�^���
��������������
����������������������!�[[������N�

�����
�������

energy, while the surplus is added to the Ministry of Electricity and Water’s grid, 

especially during peak consumption hours.

Meanwhile, a solar power plant that uses solar panels was operated at the Um 

�����
����������������������������
���������������9+����������������������

production of around 17,600 megawatts per hour. It saves up to 9,100 tons 

of carbon dioxide emissions.

)����������������
����������
�������
����������
�����
���$���������

������������
�������������&����
��	������#�)�������
������
�(����

to produce 80 kilowatts of electricity through solar energy in order 

to meet some of the plant’s needs of electricity.

Kuwait Petroleum Corporation is currently working on 

a study to identify whether its building and those of its 

��"�����
��������"����
�������������������
����"��������#
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Future Endeavours

/(��������;�����������


In addition to���
�����������������������
�(�������������$��
������	�
��
������

and its subsidiaries continue to search for new opportunities and turn current prospects 

����� ����
���
�(����#�^��
�
� ��
� �
��������
��������� ��� ������������ �

���
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�������
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�
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�����������������
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����������
����
�����������
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���

no effort to seize.

In our ongoing journey of research������������
���������������������
��
����

A’ at the Marrat layer in Al-Jathatheel region, west of Kuwait. Results have shown an 

���
�����
����������
���
���
���9�+;Y�"�

���������������������
���������
������������

800,000 cubic meters a day. Time will prove that this discovery will contribute in boosting 

the country’s reserves towards achieving the strategic goals for 2030.

)�����������
�� �������"���
�������� �
�������������� ������@�L~�[[����
�
��������������
�

��������������
���������������������9;�+++�"�

����������������#�&
�������������
�"�������

"���������
���
��������������������������������
�
����������� ����
��
����
���
��
������
���

goals as per the strategy placed for the year 2030.
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In our constant pursuit to expand in new global markets, we signed a new contract in 

China to solidify Kuwait Petroleum Corporation’s position as a supplier of crude oil in 

China. In addition, we increased our largest contract in the South Korean market, further 

boosting Kuwait’s share in the Asian markets. Meanwhile, our contract with SUMED for 

oil export and storage helped us enter the Mediterranean market as a main provider for 

crude oil, especially in light of the current competitive situations in the market.

According to the 2030 strategy, we seek through cooperation between the Kuwait Petroleum 

{���
������������������%��{���������������������
��
�����
����������"���
�����
���
�
���

����������
��
��������
��
��'������������
��������
������������
����������
�������
�������

through retail stations.



64 Annual Report  2015 - 2016
www.kpc.com.kw
AAAAAAnnnnnnnuuuaaallll RReeppoort 2200155 - 22200001111666
wwwwwww w.ww.w kpkpkpc.c.coocom.m.m kwkkww

-4.E
5#����
�����������?����!
/��� 	
�� ����	�� ���G�� �	� ��
���
�� ��	����
	�� ������� ����

�������� ����� 
�� ���� �	�
�*� �����<� /����
	��;� 	��� 	
�
���� ��
�� *	���� 	
� ���� $%!%� ������*�� 
�� �	� �	��
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���
activities to improve oil reserves.

(	�� ���� ����� �
��� 
� our history, we completed the 
reservoirs management practices study, which is regarded 
�����������
����������������������
������ ������
���
������������
practices and applications to be followed in order to support the 
company’s efforts to meet its strategic goals.

- We developed the geological operations unit of the exploration 
��
�����������������
��������
�����������[����������
��
���
���
time. This helped evaluate and identify producing layers in 
�����
���
����������
���
�������#�&
�� 
���������
������
����
by comparing them with wells’ tests, such as the Qutniya layer 
in the Managish well.

- The average compensation of produced quantities of 
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���
���� ���
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����� 
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��� 9+*?�
�����
������
��
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����
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Hydrocarbon 
reserves &"2

Compared to the 
target rate of "%%2



=;Annual Report  2015 - 2016
www.kpc.com.kw

AAnnnnuuaaalll RRReeepppoooorrrrrrrrtttttttt 2222220000115555 - 2220000000011111166666666
wwwwwwwww.ww.w.kkpkpkpk cc.cc.cocococooom.m.mmm.m kwkwkwwkwkkw



66 Annual Report  2015 - 2016
www.kpc.com.kw

7#���������������
�������&
We believe in our responsibility towards our society, because it is our present 

and the future of our country. Therefore, we continue to search for initiatives 

with tangible and moral results that help elevate Kuwait’s status.

 ��?����D��������	��!������
��&
We at the oil sector are committed to implementing the second phase of our 

2030 communications strategy with regards to solidifying social responsibility 

concepts. Also, as part of our role towards children, we prepared and furnished 

pediatric rooms at a number of hospitals, and equipped them with toy storage 

places in cooperation with the Kuwait Association for the Care of Children in 

Hospitals (KACCH).

We also believe in young people’s abilities and energies, and fully realize the 

importance of arts and creativity for them. Based on that, we transformed oil barrels 

into an artistic symbol for peace through our sponsorship for an unconventional 

exhibition for peace, launched by LOYAC, during which oil barrels were recycled 

and turned into beautiful seats that were displayed recently in Al-Shaheed Park.

Moreover, with the presence of 16 Kuwaiti artists and participation of children in 

drawing, coloring and decorating the barrels, beautiful artworks were sold in an 
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people’s best creative ideas in recycling oil barrels.

The oil sector never ignores its role in supporting education; a commitment that renews 

annually in different ways, stemming from its belief in education’s important role in 

society, especially when it pertains with people with special needs. We established 

smart classes by donating to prepare classrooms for female students at the intellectual 

education school of the Special Education Department, and provide them with the latest 

technologies including smart boards that accommodate with their mental and intellectual 

abilities, and go in line with the educational process suitable for them. Smart classes help 

students learn easily, and improve ways through which they can integrate with society.

Our role in serving the society does not stop here. We currently work on applying the ‘Sigma 

6’ methodology with the Chest Hospital in order to improve procedures at the cardiac care 

unit.
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Promoting our Community

 � �!�����������������
FFF
�� We made sure that Kuwaitization in contractors’ contracts reaches 

*;?�����=++�����������
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�
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�����������
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���

increasing the number of Kuwaitis in contracts to 2,830 workers.

�� {�������
������
�������%�������
��������������
��
�(�����������������������
��

launched to boost the supply of power plants and water desalination 

units of fuel.

�� )����������
���
���*;?�����
��������������
���������������
�[��
������

run the operations centers at Kuwait Oil Company during the summer.

��We cooperated with the Public Authority for Applied Education and Training, 
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enrolled in the training program throughout their studying years until their 

graduation.

�� We published an illustrated book that documents coral reefs and marine 

�����������������������"�
�*+9;#�&
���"��������������
����
���
���������������

in Kuwait. Furthermore, we produced a documentary about the company 

through which the book was published (Kuwait Foreign Petroleum Exploration 

Company), which aims to spread awareness regarding the company’s 

activities, strategic goals, and role in integrating technology in Kuwait’s local 

production and exploration sector.

�� We also contributed actively through the Kuwait Foreign Petroleum Exploration 

Company in the operational processes domain, including for example supporting 

the ‘Royal Flying Doctor Service’ which is dedicated to providing basic medical 

services to people living in West Australia. We contributed in donations collected 

by Kuwait Red Crescent Society for the Syrian people, and other contributions 

for the Kuwait Center for Autism, and the European Association of Geoscientists 

and Engineers.
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for the year ended 31 March 2016
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Independent Auditor’s Report

His Highness, Sheikh Jaber Al-Mubarak Al-Hamad Al-Sabah 
/�����
���#
�
��������
Chairman of the Supreme Council for Petroleum
State of Kuwait

Report on the Consolidated Financial Statements

)��
������������ �
����������������������������������������������������������$��
������
Corporation (“the Corporation”) and its subsidiaries (together referred to as “the Group”), which 
����
�����
����������������������������������������������������Y9�Q�
�
�*+9=���
���������������
���������������
�����
������������
�
�����
�
����������������
����������[������������
�_����
��
��
�����
��
�������������������������
�������������
������������������������������������
and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 
���������������������������
���������
�{���
���������>���������!���
�����^�����
����������
�
such internal control as management determines is necessary to enable the preparation of 
��������������������������������� �
����
�� �
��� �
�������
�������������������
��
�
����� ���
fraud or error.

Auditor’s Responsibility

��
�
�������"���������������
�������������������
�������������������������������������"�����
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 
����������"�����
������"�������
������"�����
��
�
��
������������������������������������
��
free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
��������
�������
����������������������������������#�&
���
�����
������������������������
�
(��������������������
�����������������
��
������������
���������������������
���������������
��������� �������������
��
�
����� ��� �
�����
� �

�
#� {��������� �
���� 
��������������������
consider internal control relevant to the entity’s preparation and fair presentation of the 
�������������������������������������
��
������������������
�����
����
����
�����
��
��������
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 
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a basis for our opinion. 

Opinion 

{����
���������� �
������������������������������������
������ ���
���� �����������
���� 
���������
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Report on Other Legal and Regulatory Requirements

We further report that we have obtained the information and explanations that we required 
��
��
����
����������
������������
��������������������������������������������
������
�������

�[��
���"���
���������
���~�#�=����9�j+#�{����
�����������
���
�"����������������
����"����
kept by the Corporation and the accounting information given in the board of directors’ report 
agrees with the books of account. We have not become aware of any contravention, during 
�
�����
�������Y9�Q�
�
�*+9=������
���������
���~�#�=����9�j+���
�������������
�������������
�
���
���%��������������
�����������������������������������#

^���@#�@�LQ�����
“��������~��9Yj��@

 ����$Q��^���@�LQ��������$�
���
�
 Q��"�
��
������$Q��{���
�������� Kuwait: 19 June 2016
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Kuwait Petroleum Corporation and Subsidiaries
State of Kuwait
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and other comprehensive income 
for the year ended 31 march 2016
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Kuwait Petroleum Corporation and Subsidiaries
State of Kuwait
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for the year ended 31 March 2016
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Kuwait Petroleum Corporation and Subsidiaries
State of Kuwait

)	�����	������	��	�
�����������
������������
for the year ended 31 March 2016

"6��	��	�����
�
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The Kuwait Petroleum Corporation (“the Corporation”) is wholly-owned by the Government of the 
^��������������#�&
��	�
��
��������������"���
���"���������
���~�#�=����9�j+��
��
�����������
effect on 27 January 1980. The principal activities of the Corporation and its subsidiaries (together 

���

��� ������ ��
���
������ �������������
��������
���������
���������� ���
����� 
���������
����������
transportation, distribution and marketing of crude oil, natural gas, chemical, petrochemical and 
associated products. The marketing of crude oil and petroleum products produced by subsidiaries in 
the State of Kuwait is undertaken by the Corporation. The entire Group’s other activities, including the 
marketing of crude oil and petroleum products produced by subsidiaries outside the State of Kuwait 
�
�� ��

���� ���� �

���
� ���� ��"�����
����� ����������� ���� (����� �����
���� ���
������#� &
�� �
��������
��"�����
��������������������(����������
�������
��������
�������������~����YX#�&
���
�������
�����
principally in the Middle East, Far East, Western Europe and the U.S.A.

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

&
�����
��������
��	�
��
�����%��
������
������������$#�#�����*=;=;��^�����9Y9*=��^��������������#�

&
���������������������������������������
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��
�����
�������Y9�Q�
�
�*+9=���
�����
�
�����
for issue in accordance with a resolution of the directors on 19 June 2016. These consolidated 
���������������������
����"(��������
�������������
���������
��^��
����	���������
�$��
�����#
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��	���
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&
�����������������������������������
����"�����
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���������
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���������
���
~�#� =� ��� 9�j+� ���� {���
��������� >��������� !���
����� ^�����
��� ��{>!^���� ��� ������� "�� �
��
International Accounting Standards Board (IASB).
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���
��� ����
� �
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����� ����� ������������
�������� ��
� �
�� �����
������ ��� ���
� ������ ��� ������"��L��
L����� ������������ ���� ��
��������
�������������
������#�

�7� (����
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{������������������
����������������������������
�����
���
���%������������
�������
���������
the currency of the primary economic environment in which the entity operates (‘the functional 
��

����%�#�&
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the Group’s functional currency. All amounts are rounded to the nearest thousand, unless 
otherwise indicated.
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accounting policies and the reported amounts of assets, liabilities, income and expenses. 
Actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognised in the period in which the estimate is revised and in any 
future periods affected.
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The Group has adopted the following revised and newly issued IFRSs effective for annual 
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IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets
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gross carrying amount proportionately so that the resulting carrying amount equals the market 
value. In addition, the accumulated depreciation or amortisation is the difference between the 
gross and carrying amounts of the asset. This amendment did not have any impact on the 
������������������������
���
���#�

IAS 24 Related Party Disclosures

The amendment is applied retrospectively for annual periods beginning on or after 1 January 
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uses a management entity is required to disclose the expenses incurred for management 
services. 

Other improvements and amendments to IFRSs which are effective for annual accounting 
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and its principal subsidiaries. Details of the principal consolidated subsidiaries are included in 
see note 37.
Business combinations are accounted for using the acquisition method. The cost of an acquisition 
is measured as the aggregate of the consideration transferred, measured at acquisition date 
fair value and the amount of any non-controlling interest in the acquiree. For each business 
combination, the acquirer measures the non-controlling interest in the acquiree either at fair 
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Any contingent consideration to be transferred by the acquirer will be recognised at fair value 
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Measurement, is measured at fair value with changes in fair value recognised either in either 
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is not within the scope of IAS 39, it is measured in accordance with the appropriate IFRS. 
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������ �
��� ��� ���������� ��� �[����� ��� ���� 
������
��� ���� ��"��[�����
settlement is accounted for within equity.
Subsidiaries are entities controlled by the Group. The Group controls an entity when it is 
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exposed to, or has rights to, variable returns from its involvement with the entity and has the 
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control commences until the date on which control ceases.
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material dissimilar accounting policies that may exist.
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subsidiaries of Kuwait Aromatics Company K.S.C. not held by the Corporation directly and are 
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income and separately from Corporation’s equity within equity in the consolidated statement of 
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losses are eliminated on consolidation.
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together like items of assets, liabilities, income and expenses.

Accounting periods of subsidiaries

&
��	�
��
�����%��������������
������
���9�@�
���*+9;����Y9�Q�
�
�*+9=#�&
��������������
�
��� �
��	�
��
�����%�� ����������� ��"�����
���� ��� �
���������� �
������ �
��	�
��
���������
� �
��
exception of Kuwait Foreign Petroleum Exploration Company K.S.C., Kuwait Gulf Oil Company 
K.S.C. (Closed), KPC Energy Ventures, Inc. and Kuwait Aromatics Company K.S.C.C., whose 
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following the year end of these subsidiaries.

>7� ��	�����;������������0�
�����

i. Oil and gas properties

Exploratory wells
The tangible element of exploratory wells is included under drilling, exploration and other assets 
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reserves, these costs are transferred to wells and surveys under oil and gas properties. If the 
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considered abortive when they relate to wells, which are permanently abandoned due to the 
absence of commercially exploitable reserves of crude oil or temporarily abandoned with no 
plans for re-entry in the foreseeable future.
Costs directly associated with an exploration well are capitalised as exploration and evaluation 
assets under drilling, exploration and other assets under construction until the drilling of the well 
is complete and the results have been evaluated. These costs include employee remuneration, 
materials, drilling and contractors’ cost.
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�
comprehensive income, as incurred.

Development Wells

The cost of development wells is included under oil and gas properties as wells and surveys 
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and is accounted for under the “successful efforts” method of accounting. Under this method, 
expenditure on the construction, installation or completion of infrastructure facilities such as 
platforms, pipelines and the drilling of development wells is capitalized within oil and gas 
properties.
Oil and gas properties are stated at cost, less accumulated depreciation and accumulated 
impairment losses.
Other property, plant and equipment
ii. Other property, plant and equipment are stated at cost, less accumulated depreciation and 
accumulated impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of 
self-constructed assets includes the cost of materials, contractors’ costs and direct labour, any 
other costs directly attributable to bringing the assets to a working condition for their intended 
use, the costs of dismantling and removing the items and restoring the site on which they are 
located, and capitalised borrowing costs. Purchased software that is integral to the functionality 
of the related equipment is capitalized as part of that equipment.

Subsequent costs

���������
�� ��� ��(�
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replacement assets or parts of assets, inspection costs and overhaul costs. Where an asset, 
or part of an asset that was separately depreciated and is now written off is replaced and it 
����
�"�"����
�������
�����������"���������������������
��
������������_�������
���
������
��
expenditure is capitalised. Where part of the asset replaced was not separately considered 
as a component and therefore not depreciated separately, the replacement value is used to 
estimate the carrying amount of the replaced asset(s) and is immediately written off. Inspection 
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period to the next inspection. All other day-to-day repairs and maintenance costs are expensed 
as incurred.

Gain or loss on disposal 

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

iii . Other assets under construction

Assets in the course of construction are carried at cost, less any recognised impairment loss. 
Cost includes all capital costs in accordance with the Group’s accounting policy. Assets under 
construction are transferred to the related assets under property, plant and equipment when the 
����
�������
�(���������"��������������������������
��
����������������"
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����������#

Depreciation of these assets commences when the assets are ready for their intended use.

iv. Depreciation

Depreciation is based on the cost of an asset less its residual value, where applicable. 
^�������������������������������������������
������������������������������
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that is different from the remainder of that asset, that component is depreciated separately.
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��������� ��� 
���������� ��� �
�� ������������� ����������� ��� �
���� �
� ����� ���� ��
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�
comprehensive income on a straight-line basis over the estimated useful lives of each part of an 
item of property, plant and equipment except for oil and gas properties, which are depreciated 
and depleted on a unit of production basis over the commercial proven and probable reserves 
(“2P reserves”).  Other assets under construction and land are not depreciated.
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The estimated useful lives for the current and comparative year, in accordance with the instructions 
of the Parent Company, as approved by the Supreme Council for Petroleum, are as follows:

Asset category Depreciation

$%"& - $%"9 $%"9 - $%"1

Years Years

 Oil and gas

 Oil and gas properties  Unit of

production

 Unit of

production

Plant and machinery *; - 20 *; - 20

&����������������������(������ L*; 20 L*; 20

Wells and surveys 20�<�10 20�<�10

Service plant and drilling equipment ;���<�4 ;���<�4

Vessels Y;�<�30 Y;�<�30

Other property and equipment

Land, buildings and roads *; *;

Furniture, tools and computers 10�<�; 10�<�;

Vehicles, ships and marine craft 13�<�; 13�<�;

Depreciation methods, useful lives and residual values are reviewed at each reporting date and 
��(����������
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plant and equipment.
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Goodwill is initially measured at cost, being the excess of the aggregate of the consideration 
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excess of the aggregate consideration transferred (bargain purchase), before recognising a gain, 
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liabilities assumed and reviews the procedures used to measure the amounts to be recognised 
at the acquisition date. If the assessment still results in an excess of the fair value of net assets 
acquired over the aggregate consideration transferred, then the gain is recognised in the statement 
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After initial recognition, goodwill is measured at cost less any accumulated impairment losses. 
For the purpose of impairment testing, goodwill acquired in a business combination is, from the 
��[������������������������� ������
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��
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those 
units. When the recoverable amount of the CGU is less than its carrying amount, an impairment 
loss is recognised. Impairment losses relating to goodwill cannot be reversed in future periods. 

Where goodwill forms part of a CGU and part of the operation in that unit is disposed of, the goodwill 
associated with the disposed operation is included in the carrying amount of the operation when 
determining the gain or loss on disposal. Goodwill disposed of in these circumstances is measured 
based on the relative values of the disposed operation and the portion of the CGU retained.
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Intangible assets acquired separately are measured at cost on initial recognition. The cost 
of intangible assets acquired in a business combination is their fair value as at the date of 
acquisition. Following initial recognition, intangible assets are carried at cost less any 
accumulated amortisation and any accumulated impairment losses.
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consist of application software, license costs, intellectual property and other agreements etc.

Pre-license costs

Pre-license costs are expensed in the period in which they are incurred.

License and property acquisition costs

Exploration license and leasehold property acquisition costs are capitalised within intangible 
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is under way to determine, that the discovery is econon1ically viable based on a range of 
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development plans and timing.

If no future activity is planned, the carrying value of the license and property acquisition costs is 
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development, the relevant expenditure is transferred to oil and gas properties.

Exploration and evaluation costs

Exploration and evaluation activity involves the search for mineral resources, the determination 
������
�����������"�����������������������������
��������"����������������������
����
��#������
the legal right to explore has been acquired, costs directly associated with an exploration well 
are capitalised as exploration and evaluation intangible asset until the drilling of the well is 
complete and the results have been evaluate.

If no potentially commercial hydrocarbons are discovered, the exploration asset is written off 
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(e.g., the drilling of additional wells), are likely to be capable of being commercially developed, 
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is made in assessing the commerciality of the  hydrocarbons. Costs directly associated with 
appraisal activity undertaken to determine the size, characteristics and commercial potential 
of a reservoir following the initial discovery of hydrocarbons, including the costs of appraisal 
wells, where hydrocarbons were not found, are initially capitalised as an exploration and 
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management review as well as review for indicators of impairment at least once a year. This is 
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Gain or loss on disposal

Gains or losses arising from de-recognition of an intangible asset are measured as the 
difference between the net disposal proceeds and the carrying amount of the asset and are 
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Amortisation
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useful economic life, except for certain intangible assets which are amortised on a unit of 
production basis, where applicable.

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

Years

License cost* 30-2

 Application software ;

Reservation right fees *;

 Seismic survey and others  More than 10

*Included in license costs, certain assets which are amortised over a thirty year period as 
the Group considers such costs to be closely associated with the economic life of the land, 
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useful life is reviewed at least at the end of each reporting period. Changes in the expected 
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the asset are considered to modify the amortisation period or method, as appropriate, and 
are treated as changes in accounting estimates prospectively.
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These assets are initially recognised at fair value plus any directly attributable transaction 
costs. Subsequent to initial recognition, they are measured at fair value and changes 
therein, other than impairment losses and foreign currency differences on debt instruments, 
are recognized in other comprehensive income and accumulated in the fair value reserve. 
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Impairment 

>�
�����������������������"�����
��������
���
�������������������
�
���
�����������
��
�
�
�
�
������"(�����������������
������������������
����
���������������������������
��#



88 Annual Report  2015 - 2016
www.kpc.com.kw

Kuwait Petroleum Corporation and Subsidiaries
State of Kuwait

)	�����	������	��	�
�����������
������������
for the year ended 31 March 2016

{�� �
�� ����� ��� �[����� ������������ ���������� ��� ������"��� ��
� ������ �"(������� ���������
����������������������������
��
��������������������
�����
�����������
�������������"�����
���� ����#� �^���������%� ��� ��� "�� ���������� �������� �
�� �
������� ����� ��� �
�� ����������� ����
‘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 statement of income) is removed 
from other comprehensive income and recognised in the consolidated statement of income. 
Impairment losses on equity investments are not reversed through the consolidated 
statement of income. Any increase in fair value after impairment is recognised directly in 
other comprehensive income.
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after the impairment loss was recognised, is credited to the consolidated statement of 
income.
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The Group’s interests in equity-accounted investees comprise interests in associates and 
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contractually agreed sharing of control of an arrangement, which exists only when decisions 
about the relevant activities require unanimous consent of the parties sharing control.
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those necessary to determine control over subsidiaries.
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They are recognised initially at cost, which includes transaction costs. The carrying amount 
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nor individually tested for impairment.
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venture. Where there has been a change recognised in other comprehensive income of 
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this, when applicable, in other comprehensive income. In addition, when there has been 
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recognises its share of any changes, when applicable, in the consolidated statement of 
changes in equity.

After application of the equity method, the Group determines whether it is necessary 
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Group calculates the amount of impairment as the difference between the recoverable 
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An impairment loss in respect of investment in equity-accounted investees are measured 
by comparing the recoverable amount of the investments with its carrying amount in 
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�����������L����������������������������#

Unrealised gains arising from transactions with the equity accounted investees are 
eliminated against the investment to the extent of the Group’s interest in the associate and 
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only to the extent that there is no evidence of impairment.
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the investment. 
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the Group measures and recognises any retained investment at its fair value. Any difference 
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Some of the equity accounted investees has year-end different from the Group’s 
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equity accounted investees and 31 March.
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relating to the arrangement. 
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statements to bring them in line with the Group’s accounting policies.
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i)   Crude oil and petroleum products

Crude oil inventory is valued at the lower of weighted average cost and net realisable 
value at the year end. The cost of crude oil to the Corporation is determined by the 
Government of Kuwait in accordance with the Decree issued on 17 January 1981. The 
formula for establishing the cost of crude oil has been revised in accordance with a 
resolution by the Supreme Council for Petroleum effective 1 July 1997.
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�����������������
realisable value. Cost is determined using the weighted average method on an individual 
product basis. Costs are those expenses incurred in bringing each product to its present 
location and condition. This includes cost of crude oil and natural gas supplied plus an 
allocation of processing costs and overheads to each product based on their relative 
market values.
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to be incurred on completion and disposal.

ii)   Other

Spare parts, materials and supplies mainly used in operations are valued at lower of 
cost and net realisable value. Cost is determined using the weighted average cost 
method. Provision is made for slow moving items where necessary and is recognised 
����
�����
�����#
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Trade receivables are stated at their cost less impairment losses. Long term receivables 
are discounted to their net present value and are stated at amortised cost less impairment 
losses.
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amortised on a straight line basis over their estimated useful lives less impairment losses. 
Deferred expenses are recognised to the extent that the expenses incurred represent the 
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Cash and cash equivalents for the purpose of preparing the consolidated statement of cash 
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date not exceeding three months from the date of placement.
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derecognised either when the Group has transferred substantially all the risks and rewards 
of ownership or when it has neither transferred nor retained substantially all the risks 
and rewards and when it no longer has control over the asset or a proportion of the 
�����#�@�������������"�����������L
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discharged, cancelled or expired.
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An asset is impaired if its carrying amount exceeds its estimated recoverable amount. 
The recoverable amount of an asset is the greater of its value in use and its fair value less 
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impaired. If such evidence exists, an impairment loss is recognised in the consolidated 
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For the purpose of impairment testing, assets are grouped together into the smallest group 
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acquired in a business combination, for the purpose of impairment testing, is allocated to 
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An impairment loss is reversed if there has been a change in the estimates used to 
determine the recoverable amount. An impairment loss is reversed only to the extent that 
the asset’s carrying amount does not exceed the carrying amount that would have been 
determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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an equity-accounted investee, are assessed at each reporting date to determine whether 
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�� default or delinquency by a debtor; 
�� restructuring of an amount due to the Group on terms that the Group would not consider 

otherwise;
�� indications that a debtor or issuer will enter bankruptcy;
�� adverse changes in the payment status of borrowers or issuers;
�� the disappearance of an active market for a security; or
�� �"��
��"��������������������
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The Group considers evidence of impairment for these assets at both an individual asset and 
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Those found not to be impaired are then collectively assessed for any impairment that has 
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collectively assessed for impairment. Collective assessment is carried out by grouping together 
assets with similar risk characteristics.

In assessing collective impairment, the Group uses historical information on the timing of 
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credit conditions are such that the actual losses are likely to be greater or lesser than suggested 
by historical trends.

An impairment loss is calculated as the difference between an asset’s carrying amount and 
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there are no realistic prospects of recovery of the asset, the relevant amounts are written off. 
If the amount of impairment loss subsequently decreases and the decrease can be related 
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Trade payables are stated at their amortised cost.
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Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct 
issue costs. Finance charges, including premiums payable on settlement or redemption and 
��
������������������
��������������
����������
�����"���������
�����
�������������
������������
interest rate method and are added to the carrying amount of the instrument to the extent that 
they are not settled in the period in which they arise.
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Borrowing costs directly attributable to the acquisition, construction or production of an asset 
that necessarily takes a substantial period of time to get ready for its intended use or sale (a 
qualifying asset) are capitalised as part of the cost of the respective assets. Borrowing costs 
consist of interest and other costs that an entity incurs in connection with the borrowing of funds. 
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the actual borrowing costs incurred. Where surplus funds are available for a short term out of 
������"�

����������������� �������������
�(����� �
�� �����������
����� �
��� �
�� �����
�
��
investment of amounts is also capitalized and deducted from the total capitalised borrowing 
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capitalised is calculated using a weighted average of rates applicable to relevant general 
borrowings of the Group during the period.

All other borrowing costs are recognised in consolidated statement of income in the period 
in which they are incurred. Even though exploration and evaluation assets can be qualifying 
���������
�������
������������������
�����
�"�"������������"�����������������������
��
�
����
��"��������#�@���
�������"�

�������������
���
�
���
������
�����
��������������
�����
���������
the period they are incurred.
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Transactions in foreign currencies are initially recorded at the functional currency rate ruling at 
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies 
are retranslated at the functional currency rate of exchange ruling at the reporting date. All 
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items measured at fair value in a foreign currency are translated using the exchange rates at 
the date when the fair value was determined.
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into Kuwaiti Dinars at the year end rates of exchange and the results of the subsidiaries, 
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of exchange for the year. Foreign currency differences on the translation of foreign operations 
are recognised in other comprehensive income. When a foreign operation is disposed of, the 
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loss on disposal.
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Fair value is the price that would be received to sell an asset or paid to transfer a liability in 
an orderly transaction between market participants at the measurement date. The fair value 
measurement is based on the presumption that the transaction to sell the asset or transfer the 
liability takes place either:

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

liability

The principal or the most advantageous market must be accessible to the Group. The fair value 
of an asset or a liability is measured using the assumptions that market participants would use 
when pricing the asset or liability, assuming that market participants act in their economic best 
interest.
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by reference to quoted market bid prices at the close of business on the reporting date. The fair 
value of fund investments or similar investment vehicles is based on the last reported net asset 
values from the fund managers.

For investments where there is no quoted market price, a reasonable estimate of the fair value 
is determined by using valuation techniques such as recent arm’s length transactions, reference 
to the current fair value of another instrument that is substantially the same, an earnings 
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applicable for items with similar terms and risk characteristics. Fair value estimates take into 
account liquidity constraints and assessment for any impairment.

The Group uses valuation techniques that are appropriate in the circumstances and for which 
����������������
��������"�����������
�����
��������������������
���������
���������"��
��"���
inputs and minimising the use of unobservable inputs.
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date, i.e. the date that the Group commits to purchase or sell the asset. Regular way 
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assets within the time frame generally established by regulation or convention in the 
market place.
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Income tax expense represents the sum of tax currently payable and deferred tax relating 
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����"������������
�
���"�������������������"���
��
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����������������
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����������
effects of temporary differences between the carrying amounts of assets and liabilities 
��
����������
���
�������
�����������
�����������������
��������������
�����#�����

���
tax assets and liabilities are measured using the tax rates expected to be applied to 
taxable income in the years in which those temporary differences are expected to be 
recovered or settled. Deferred tax assets are recognised for the carry forward of unused 
tax losses and unused tax credits to the extent that it is probable that future taxable 
�
���������"��������"������������
��
��
������������������������������������
����������
be utilised.

Deferred tax liabilities are recognised for taxable temporary differences arising on 
�����������������"�����
���������������������������
��������(����������
�����������
�
��
the Group is able to control the reversal of the temporary differences and it is probable 
that the temporary differences will not reverse in the foreseeable future. 

�7� @��
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���

&
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����� ������ ��� �
����������� �
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���������������������
������������������������
����"�������������
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whose value changes in response to movements in a reference price, rate, index or 
similar variable that requires a minimal initial net investment relative to other types of 
����
���������� �
��� ���������������� ����
������#���
����������������� ����
������� ��������
forwards, futures, swaps and options.

Derivatives are stated at fair value.  The fair value of a derivative is the amount for which 
an asset could be exchanged, or a liability settled between knowledge and willing parties 
in arm’s leght transaction. Derivatives with positive market values (unrealised gains) are 
included in other receivables and derivatives with negative market values (unrealised 
���������
����������������
�
�����"��������
���������������������������������������������#�
The resultant gains and losses from derivatives held for trading purpose are included in 
�
��������������������������
�����
������������
�
�����
�
�������������#

The Group also enters into sales and purchase contracts as part of its international 
operations. Where these contracts qualify as a derivative or include an embedded 
��
������������������"��{@^�Y����
����
���������������
������#�>��
�������������������"��
applying prevailing market prices directly to the contract or embedded derivative, where 
�����"�����
�"������������������
�����������������
��������
��
�
�����
���������
�������
are readily traded in the relevant markets.
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�7� ��	�
�
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A provision is recognised if, as a result of a past event, the Group has a present legal or 
�����
��������"����������
�������"������������
����"���������������
�"�"����
���������_���
������������"������������"��
�[��
��������������
���"��������#�$
����������
�������
������
the best estimate of the amount to be settled.
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���"���
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�����
set off the recognised amounts and the Group intends to either settle on a net basis, or 
to realise the asset and settle the liability simultaneously. 

�7� +����������	*�
�
	�

Sales are recognised on the date legal title passes to the customer in accordance with 
the contract of sale. Other operating revenues are recognised as work is performed or 
over the terms of the related contracts.

Interest is recognised on the accrual basis.

Dividend income is recognised when the Group’s right to receive payment is established.

�7� \�����

Rentals paid under operating leases are expensed on a straight-line basis over the lease 
term, irrespective of the terms of payment.

]7� ��	�
�
	��
	������	������
�����
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�������"��������������
�"��������
����<�$�
�������������"�����
���

Provision is made for employees’ indemnity in accordance with the Kuwait Labour Law 
based on employees’ salaries and accumulated periods of service or on the basis of 
����������� ����
������ �
�
�� ���
� ����
����� �
������ ���
�� "������#� &
�� �
���������
which is unfunded, is determined as the amount payable to employees as a result of 
involuntary termination of employment at the reporting date.

$��������������
�
��������"������� ��
��������������������
������
���"��&
��$�"����
Institution for Social Security Scheme, to which employees and employers contribute 
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������������L��
�������L��L����
����"����#�&
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�����������������
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�
��������
�����
����������
��
year to which they relate. The difference between Oil Sector Law and Labor Law is also 
accrued for Kuwaiti employees.
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in the form of any future refunds from the plan or reductions in future contributions to the 
����#�&�������������
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������������������������"���������������
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losses, the return on plan assets (excluding interest) and the effect of the asset ceiling 
(if any, excluding interest), are recognised immediately in other comprehensive income. 
&
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Termination allowances
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form of termination allowances. These allowances are payable to employees upon 
retirement or leaving employment according to the amounts provided during the service 
life of each employee. The allowances may be drawn by employees, in part, during their 
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The Group is a party to the EU Emissions Allowance Trading Scheme under which EU 
member states are required to set an emission cap for certain installations. The Group 
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are shown within other income.
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Following standards and interpretations are effective for annual periods beginning after 
1 April 2016 and have not yet been adopted by the Group: 

�� {>!^�99��@�����������<�@������������
�
��[�����������������
��������(��������
������

Effective for annual periods beginning on or 
after 1 January 2016
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�� {@^�9=��@�����������<�	��
������������
acceptable methods of depreciation

Effective for annual periods beginning on or 
after 1 January 2016

�� {@^�Yj��@�����������<�	��
������������
acceptable methods of amortization

Effective for annual periods beginning on or 
after 1 January 2016

�� Amendments to IFRS 10 and IAS 28 - 
Sale or Contribution of Assets between an 
Investor and its Associate or Joint Venture

Effective for annual periods beginning on or 
after 1 January 2016

�� Amendments to IAS 1- Disclosure Initiative
Effective for annual periods beginning on or 
after 1 January 2016

�� {>!^�9;�<�!��������
�������
��������
�
customers

Effective for annual periods beginning on or 
after 1 January 2018

�� IFRS 16- Leases
Effective for annual periods beginning on or 
after 1 January 2019

�� {>!^���<�>���������{���
������
Effective for annual periods beginning on or 
after 1 January 2018

Management of the Group is in the process of assessing the impact of the adoption of 
�
���"����������
��������������������������
�������
���
���%������������������������
statements.
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�����
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���%���������������������

In the process of applying the Group’s accounting policies, which are described in this 
������ ����������� 
��� ����� �
�� ���������� (��������� �
��� 
���� �
�� ����� �����������
�����������
����������
��������������
���������������������������������������
�� �
���
those involving estimations, which are dealt with below).

Recognition of provisions
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or disclosure, management is required to consider, amongst other factors, whether a 
constructive obligation exists at the reporting date and whether the resulting risk of an 
���_��� ��� ��������� "������� ��� �
�"�"��� �
�[��
���� �� �
���������� ����� �
��� �
�"�"���
but more than remote (requiring disclosure) or remote (requiring neither provision nor 
������
���#�{���
����

�������
���
������������������(���������������"�������������
relating to the above are:

�� The extent to which the Group has constructive obligations in relation to the clean up 
�������
���������������
�����������"�
���������
�������������U

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

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

Further details of amounts for which either provision or disclosure was deemed to be 

�[��
����
�����������~�����*+�����Y;�
�����������#
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Impairment of available-for-sale investments

The Group treats available-for-sale investments as impaired when there has been a 
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of those securities can be reliably determined. 
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trading but have readily available fair values and the changes in fair values are reported 
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Key sources of estimation uncertainty 

The key assumptions concerning the future, and other key sources of estimation 
����
������� ��� �
�� 
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discussed below:

Valuation of unquoted equity securities

Valuation of unquoted equity securities is normally based on one of the following:

�� recent market transactions;
�� current fair value of another instrument that is substantially the same; 
�� �
��������������
�_��������������������

����
������������"�����
����������
�������
�

terms and risk characteristics; or
�� other valuation models.  
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Measurement of provisions

Having concluded that a provision is required for a potential exposure (see above), the 
amount to be recognised shall be the best estimate of the expenditure required to settle 
the present obligation at the reporting date, taking into consideration any relevant risks 
and uncertainties and the time value of money. This requires management to make its 
"������������������
�������������
�����_������
������������������������
����_���������
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���������
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particular exposure. Further details of the nature of provisions recorded by the Group are 
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���
relatively limited number of years which limits the uncertainty in respect of the time value 
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of money.

Impairment of goodwill

Determining whether Goodwill is impaired requires an estimation of the value in use 
of the cash-generating units to which the cost has been allocated. The value in use 
������������
�[��
����
����������������������
������
�����
�_�����������������
�����
���
the cash-generating unit and a suitable discount rate in order to calculate present value.

Residual value and useful life of oil and gas tankers

Due to the specialised nature of these tankers and changing market conditions, the 
���������������
����
�[��
��������������(��������#�

Impairment of oil and gas tankers

The Group determines whether these tankers are impaired, at least on an annual basis. 
This requires an estimation of the recoverable amount (higher of value in use and fair 
value less costs to sell). Estimating the recoverable amount requires the Group to 
ascertain the value in use and fair value less costs to sell. Determining the value in 
����
�[��
����
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����������������������������
���������������
�����
�_�����
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tanker and also to choose a suitable discount rate in order to calculate the present value 
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�������
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����
���
�������
use an appropriate valuation model to compute the fair value and to estimate the costs 
to sell based on past experience and future expectations. 

Remeasurement gains and losses

{���������������
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��
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��������������
���
��
future salary growth and discount rate.  

Depletion of oil and gas properties

Depletion of the cost of oil and gas properties and information reported on estimated 
quantities of proved oil and gas reserves are based on estimated oil and gas reserves which 

����"��������
������"����������������[�����������
�������������
�#�Q����������
believes these reserves to be commercially productive and will provide revenues to the 
Group adequate to recover remaining net un-depreciated and un-depleted capitalised oil 
and gas properties.

Decommissioning liability

The Group has made provision for decommissioning costs relating to the future 
�"�������������������"���������
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���������������������������������
���
�[��
���
to settle the obligation. The estimates used to determine decommissioning liability have 
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petroleum engineers.
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