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Heavy Engineering Industries and Shipbuilding Company K.S.C.P.
INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS
Report on the Audit of Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Heavy Engineering Industries and Shipbuilding Company K.S.C.P.
(the “Parent Company”) and its subsidiaries (together referred to as “the Group”), which comprise the consolidated
statement of financial position as at 31 December 2023, and the consolidated statement of income, consolidated statement
of comprehensive income, consolidated statement of changes in shareholders’ equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements, including of material accounting policy
information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated
financial position of the Group as at 31 December 2023, and its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards (IFRS Accounting
Standards) {IFRSs).

Basis for Opinion

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

Key Audit Matters

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

Key audit matter How our audit addressed the key audit matter

Revenue recognition Our audit work related to contract revenue, included the

S . - following procedures:
The construction industry is characterized by contract &P

risk with significant judgements involved in the e Assessment of the design and implementation and

assessment of both current and future contract financial
performance. Revenue from civil construction and
service contracts is recognized using the percentage of
completion method which is an input method. The stage
of completion is measured based on the total costs
incurred as a proportion of the estimated total costs to
be performed.

operating effectiveness of internal controls over the
determination of the contract percentage of completion
including the completeness and accuracy of the forecast
cost to complete;

Assessment of the method used to determine the stage of
completion of contracts;
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Key audit matter

This requires significant judgement from management in
determining the percentage of completion of the work
performed; the measurement of contract variations and
claims; the completeness and accuracy of forecast costs

How our audit addressed the key audit matter

Assessment of the Group’s ability to deliver contracts within
budgeted cost and timescales and any exposures to
liguidated damages for late delivery of contract work by
inspecting performance reports, legal reports, and

to complete; and the ability to deliver contracts within correspondence with customers;
forecast timescales as late delivery of contracts can
result in a reduction of the contract price. Actual results
of contracts may significantly differ from estimates.
Dependent on the level of judgement applied to each

contract, the range of estimate on each contract can be

'!ndividually material. In addition', changes in these o Acsessment of the Group's disclosure relating to revenue in
judgements, and the related estimates, as contracts the consolidated financial statements against the
progress can result in material adjustments to revenue requirements of IFRSs.

and profit margins. Accordingly, we considered this as a
key audit matter.

Testing the existence and valuation of claims and variations
costs by inspecting correspondence with customers;

Assessment of management’s estimates to determine any
future losses; and

Refer to notes 2.13 and 17 for more information relating
to this matter.

Other Information

Management is responsible for the other information. Other information consists of the information included in the Group’s
2023 Annual Report, other than the consolidated financial statements and our auditor’s report thereon. We obtained the
report of the Parent Company’s Board of Directors, prior to the date of our auditor’s report, and we expect to obtain the
remaining sections of the Annual Report after the date of our auditor’s report.

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

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

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

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of the
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

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

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

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

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

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

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

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

Furthermore, in our opinion, proper books of accounts have been kept by the Parent Company and the consolidated
financial statements, together with the contents of the report of the Parent Company’s Board of Directors relating to these
consolidated financial statements, are in accordance therewith. We further report that we obtained all the information and
explanations that we required for the purpose of our audit; and that the consolidated financial statements incorporate all
information that is required by Companies Law No. 1 of 2016, and its executive regulations, as amended; and by the Parent
Company’s Memorandum of Incorporation and Articles of Association, as amended; that an inventory was duly carried out;
and that, to the best of our knowledge and belief, no violation of the Companies Law No. 1 of 2016, and its executive
regulations, as amended; or of the Parent Company’s Memorandum of Incorporation and Articles of Association, as
amended, have occurred during the year ended 31 December 2023 that might have had a material effect on the business
of the Group or on its consolidated financial position.

We further report that, during the course of our audit, to the best of our knowledge and belief, we have not become aware
of any violations of the provisions of Law No 7 of 2010, as amended, concerning the Capital Markets Authority and its related
regulations during the year ended 31 December 2023 that might have had a material effect on the business of the Parent
Company or on its financial position.
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Heavy Engineering Industries and Shipbuilding Company K.S.C.P.
and its subsidiaries

Consolidated Statement of Income - Year ended 31 December 2023

Kuwaiti Dinars

Note 2023 2022
Revenue 17 146,877,866 123,704,336
Cost of revenue 18 (135,245,073) (114,040,385)
Gross profit 11,632,793 9,663,951
Other income 1,055,737 923,085
General and administrative expenses 19 (4,072,156) (3,588,192)
Investment income 20 117,570 110,363
Expected credit loss on financial assets 630,141 (47,433)
Finance cost 21 (1,834,664) (1,160,732)
Foreign exchange gain/(loss) 58,787 148,490
Profit before contribution to taxes and Board of Directors’ remuneration 7,588,208 6,049,532
Board of Directors’ remuneration (115,000) (85,000)
Contribution to Kuwait Foundation for Advancement of Sciences (65,128) (52,875)
National Labour Support tax (212,562) (202,951)
Zakat (85,025) (81,181)
Net profit for the year 7,110,493 5,627,525
Attributable to:
Shareholders of the Parent Company 7,110,052 5,627,213
Non-controlling interests 441 312
7,110,493 5,627,525
Basic and diluted earnings per share (fils) 22 39.45 31.22

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



Heavy Engineering Industries and Shipbuilding Company K.S.C.P.
and its subsidiaries

Consolidated Statement of Comprehensive Income - Year ended 31 December 2023

Kuwaiti Dinars

Net profit for the year

Items that will not be reclassified subsequently to profit or loss:
Changes in fair value of investment securities

Other comprehensive loss for the year

Total comprehensive income for the year

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

2023 2022
7,110,493 5,627,525
(191,703) (109,543)
(191,703) (109,543)
6,918,790 5,517,982
6,918,349 5,517,670
441 312
6,918,790 5,517,982

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