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Date: 16/03/2026

Boursa Kuwait Company

Subject: Supplementary Disclosure
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Regarding the Results of the Board of
Directors Meeting of Action Energy

Company.

With reference to the above subject,
and pursuant to the provisions of Law
No. (7) of 2010 and its executive bylaws
and amendments issued by the Capital
Markets Authority.

Please find attached the supplementary
disclosure form regarding the material

information.

Sincerely...
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Supplementary Disclosure regarding the results of the Company's Board of Directors meeting
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Name of the Listed Company

Results of the Board of Directors meeting
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Previous Disclosure Date

We would like to inform you that the Board
of Directors of Action Energy Company held
its meeting on Monday, 16 March 2026, at
2:00 PM, during which the following items

were approved and adopted:

1. The audited consolidated annual financial
statements for the financial year ended 31
December 2025.

2. Recommendation to the Ordinary General
Assembly to distribute cash dividends of
3 % of the nominal value per share,

equivalent to 3 fils per share.

3. Otheritems listed on the meeting
agenda.

These recommendations are subject to the

approval of the Ordinary General Assembly.

The agenda and date of the Ordinary General

Assembly meeting will be disclosed in due

course, upon approval by the relevant

authorities.

Rbeall 35,01 yla] pulma ol Lole oSlags [EROPENRRPSWRISIPRATT

Development of Disclosure

16 331 gll (¥l agy dolaial wde U3 ALl

o Altd] dobludl ales § 2ldy 2026 (upbe

AU sgidl e 2adl ollg slarel o3ty

Aisad) Aa5AL Zaasel Bogiud! AU cibiledt 1
2025 saus 31 § duguid| 2L

7Ll adiets dsladl Laladl daanell dpogall 2
) Ao Bagdll (o % 3 Awdy Buds

e ST dd 3 01 g
Jas¥l gt o Ayl o9l 3Ly 3

wdl gl aads cluosdl b ol Lk
o e comealuell Agslall daladl duaozell
aegay Jlaslll Jouz oo LisY 2 Ladll ooy
bl ga Jl> Asladl Aolall dpnazell § Loza|

Agaiill aldl

&

(0.6, 0.b) BBUall dulaell d4pdl

Al-Asimah, Kuwait Free Zone, Block 1, Building # 4, First Floor - C =
P.0.Box 3866 Safat, 13039 Kuwait / Tel. +965 22247533: Fax: +965 22247534

Apntio T Val PV S WYY
AChoTrEntTgy Company{n.5.uU)

358153 ‘jJLé;d%ﬂ— d\,y‘ Jsall <D4 ‘ni‘) w’ ] dakd 3_ad) Aahial) (daalall
+965 22247534 :0uSU +965 22247533 : (el / Cus<H (13039 Sliall 3866 ..0a

8153

info@actionenergykw.com - www.actionenergykw.com

Issued & Paid-up Capital K.D. 56,650,000 — Authorized Capital KD 100,000,000 | .1100,000,000 4 ¢ jxaall Jull gul — &,4 56,650,000 g sisally shuadl) Juall Gl



(0.¢). 0.v) d8Ual) dulgell dapul
Action Energy Company (K.S.C.C)

We would also like to inform you that the | (allell jaide wege e OMeY! Lijwn LS
Analyst/Investors Conference will be heldon | sUMUI ags saldail 5,d5 iy cnypeiladl
Tuesday, 24/03/2026 at 2:00 pm Kuwait local | 2:00 deludl alei § 24/03/2026 34l ol
time, and it will take place via a live webcast. | ;e ddacw gddly cusSIl Ags cudgny [19°3
Allinterested parties are welcome to contact | deg. cai¥l ad o pdla 2o 3b
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consolidated financial statement and
external auditor’s report for the year ending

31 December 2025.

i G pagedl padddl Al Jy 4ol g (L JlaiSly Ligdag 4sd 5yl 01 calaslall dmo e Adaial) Sl 7 Liaddl s saal s oty
lagia oLty LU LagST g 2 imrgan JLU gl Liga a6 e Aulghsan 3of a9 2tg cdpmils of A okals: of AL i ilagles
Loealasl oo o 0y Lol of £ Liail L i i gly onls i il A e Bl sl L ity Ly lvmill

Sl Aanb gl 7 Lad)l 1 alasil Al of (g ASIY! Lagadge of 249 AV
The issuer of this disclosure bears full responsibility for the soundness, accuracy, and completeness of the information contained therein. The issuer
acknowledges that it has assumed Care of a Prudent Person to avoid any misleading, false, orincomplete information. The Capital Markets Authority
and Boursa Kuwait Securities Exchange shall have no liability whatsoever for the contents of this disclosure. This disclaimer applies to any damages

incurred by any Person as a result of the publication of this disclosure, permitting its dissemination through their electronic systems or websites, or

its use in any other manner.
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The increase in net profit during the year ended 31

December 2025 is the result of:

e Total revenue increased 53% YoY to KWD 31.9
million (FY24: KWD 20.8 million), reflecting the
doubling of the fleet size, deployment of 10 new
workover rigs and expansion into specialized high-
margin oil field services.

e  Gross profit rose 72% YoY to KWD 13.8 million
(FY24: KWD 8.0 million), more than offsetting the
rise in cost of revenue.

e The company continues to focus on disciplined cost
management and operational efficiencies, despite
the expansion in fleet. This is in addition to an
increasing focus on backward integration with the
recent acquisition of 60% of Target NDT Company
W.L.L., a leading national inspection company.

e  Gross margin continued its rising trend, reaching
43% (FY24: 39%).

e  Finance charges increased to KD 3.8 million
(FY24: KD 2.9 million), in line with higher average

borrowings during the year.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ACTION ENERGY COMPANY K.S.C.P.

Report on the Audit of Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Action Energy Company K.S.C.P.
(the “Company”) and its subsidiaries (collectively, the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2025, and the consolidated
statement of profit or loss and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including 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 2025, and
its consolidated financial performance and its consolidated cash flows for the year then ended
in accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’
International Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code), as applicable to audits of consolidated financial statements of public
interest entities, 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 period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our reports, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond
our assessment of the risks of material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures performed to address the matters
below, provide the basis of our audit opinion on the accompanying consolidated financial
statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ACTION ENERGY COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Capitalisation of property, plant and equipment

Key audit matter

How the key audit matter was addressed
in the audit

Property, plant and equipment amounted to
KD 124,952,802 as at 31 December 2025,
representing 75% of the Group’s total
assets.

The Group incurred significant capital
expenditure during the year. The level of
capital expenditure required consideration
of the nature of costs incurred to ensure that
capitalisation of property, plant and
equipment met the specific recognition
criteria set out in IAS 16, Property, Plant
and Equipment, particularly in relation to
subsequent expenditure on drilling rigs and
major components, and that qualifying
borrowing costs were capitalised in
accordance with IAS 23, Borrowing Costs.

This included assessing whether
expenditure was directly attributable to
bringing an asset to the location and
condition necessary for it to be capable of
operating in the manner intended by
management, whether the carrying amount
of replaced components was appropriately
derecognised, and whether borrowing costs
met the criteria for capitalisation and ceased
when the relevant assets were ready for their
intended use.

We considered the capitalisation of
property, plant and equipment to be a key
audit matter given the relative size of the
balance in the consolidated statement of
financial position and the significant
judgement applied by management in
determining whether costs met the relevant
capitalisation criteria.

Our audit procedures included, among
others, the following:

» We evaluated the nature of property,
plant and equipment capitalised by the
Group and assessed whether additions
met the relevant capitalisation criteria.

» We tested, on a sample basis, additions
to supporting documentation, including
contracts and supplier invoices.

» We considered whether capitalisation
ceased when assets were capable of
operating in the manner intended by
management, inspected on a sample
basis whether replaced components
were derecognised where applicable,
and, in relation to borrowing costs,
evaluated management’s identification
of qualifying assets and recalculated
borrowing costs capitalised during the
year.

» We performed analytical procedures
over capital expenditure to identify
unusual trends that may indicate
inappropriate capitalisation.

» We assessed the adequacy of related
disclosures in Note 2.5.11 and Note & to
consolidated financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ACTION ENERGY COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Revenue recognition

Key audit matter

How the key audit matter was addressed
in the audit

Revenue amounted to KD 31,845,319 for
the year ended 31 December 2025 (2024:
KD 20,746,110). Revenue is primarily
derived from drilling activities, rig
mobilisation and other related oilfield
services.

Revenue is recognised over the contract
term in accordance with the underlying
contractual arrangements and may include
contract-related components and variable
elements.

The recognition of revenue requires
management judgement in assessing the
appropriate timing and measurement of
revenue recognised.

We considered revenue recognition to be a
key audit matter due to the quantitative
significance of revenue to the consolidated
financial statements and the judgement
involved in determining the timing and
measurement of revenue recognised.

Our audit procedures included, among
others, the following:

» We evaluated the recognition of the
Group’s main revenue streams, including
drilling services, mobilisation and other
related oilfield services, to assess
whether the pattern of revenue
recognition applied was consistent with
the underlying contractual terms.

» We tested, on a sample basis, revenue
transactions recorded during the year and
around the reporting date by agreeing
amounts recognised to supporting
documentation and assessing whether
revenue was recognised in the
appropriate period.

» We assessed the accounting treatment of
contract-related components and
evaluated management’s assessment of
variable consideration, including claims
and incentive arrangements, and
considered the appropriateness of
revenue recognised based on the relevant
contractual terms and  customer
approvals.

» We assessed the adequacy of related
disclosures in Note 2.5.1 and Note 4 to
consolidated financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ACTION ENERGY COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

Other information included in the Group’s 2025 Annual Report

Management is responsible for the other information. Other information consists of the
information included in the Group’s 2025 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 in
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 IFRS Accounting Standards as issued by the IASB, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

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

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

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

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

Report on the Audit of Consolidated Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

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 collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

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

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.

Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the Group as a basis for forming
an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and review of the audit work performed for the purposes 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 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.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ACTION ENERGY COMPANY K.S.C.P. (continued)

Report on the Audit of Consolidated Financial Statements (continued)

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

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Parent Company and
the consolidated financial statements, together with the contents of the report of the Parent
Company’s Board of Directors relating to these consolidated financial statements, are in
accordance therewith. We further report that, we obtained all the information and explanations
that we required for the purpose of our audit and that the consolidated financial statements
incorporate all information that is required by the Companies Law No.1 of 2016, as amended,
and its executive regulations, as amended, and by the Parent Company’s Memorandum of
Incorporation and Articles of Association, that an inventory was duly carried out and that, to the
best of our knowledge and belief, no violations of the Companies Law No.1 of 2016, as amended,
and its executive regulations, as amended, nor of the Parent Company’s Memorandum of
Incorporation and Articles of Association have occurred during the year ended 31 December 2025
that might have had a material effect on the business of the Parent Company or on its financial
position.

We further report that, during the course of our audit, we have not become aware of any material
violations of the provisions of Law No. 7 of 2010 concerning establishment of Capital Markets
Authority “CMA” and organisation of security activity and its executive regulations, as amended,
during the year ended 31 December 2025 that might have had a material effect on the business of
the Parent Company or on its financial position.

et T

BADER A. AL-ABDULJADER
LICENCE NO. 207 A
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Action Energy Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER

COMPREHENSIVE INCOME
For the year ended 31 December 2025

2025 2024
Notes KD KD

Revenue 4 31,845,319 20,746,110
Rental income 57,484 69,000
Cost of revenue 5 (18,080,638) (12,773,219)
GROSS PROFIT 13,822,165 8,041,891
General and administrative expenses 6 (2,037,703) (1,477,604)
Operating profit 11,784,462 6,564,287
Finance costs on loans and borrowings (3,824,580) (2,937,691)
Interest and amortisation charge on convertible preference shares (2,147,692) (1,924,322)
Amortisation of intangible asset (41,250) -
Interest expense on lease liabilities (11,737) -
Loss on revaluation of investment properties (169,334) -
Other income 260,694 232,637
PROFIT BEFORE TAX 5,850,563 1,934,911
Contribution to Kuwait Foundation for Advancement of Sciences

(“KFAS”) (52,456) (17,414)
Zakat (61,853) (21,115)
National Labour Support tax (“NLST”) (6,011) -
PROFIT FOR THE YEAR 5,730,243 1,896,382
Other comprehensive income for the year - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 5,730,243 1,896,382
Attributable to:

Equity holders of the Parent Company 5,712,456 1,896,382
Non-controlling interests 17,787 -

5,730,243 1,896,382

BASIC AND DILUTED EARNINGS PER SHARE (EPS)

ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

COMPANY 7 14.35 Fils 5.06 Fils

The attached notes 1 to 22 form part of these consolidated financial statements.
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Action Energy Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 31 December 2025

ASSETS

Non-current assets

Property, plant and equipment
Intangible asset

Investment properties
Right-of-use assets

Current assets

Inventories

Trade receivables, prepayments and other receivables
Amounts due from a related party

Cash and short-term deposits

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Statutory reserve

Retained earnings

Equity attributable to the equity holders of the Parent Company
Non-controlling interests

Total equity

Non-current liabilities

Bank borrowings

Islamic financing facilities

Convertible preference shares classified as financial liabilities
Lease liabilities

Contract liabilities

Employees’ end of service benefits

Current liabilities

Bank borrowings

Islamic financing facilities
Lease liabilities

Trade and other payables
Contract liabilities

Amounts due to a related party

Total liabilities
TOTAL EQUITY AND LIABILITIES

__— N
Sheikh Mubarak Abdullah Al-Sabah
Chairman

The attached notes 1 to 22 form part of these consolidated financial statements.

Notes

17
10

11

13
14
15

4.2
12

13
14

16
4.2
17

2025 2024
KD KD
124,952,802 114,990,190
508,750 5
978,000 1,147,334
166,025 -
126,605,577 116,137,524
1,165,962 809,221
10,509,792 8,947,434
279,180 a
27,750,753 10,614,259
39,705,687 20,370,914
166,311,264 136,508,438
56,650,000 20,000,000
19,830,000 2
1,623,632 1,029,872
5,676,118 18,796,721
83,779,750 39,826,593
237,787 .
84,017,537 39,826,593
35,585,670 61,214,455
36,177,699 s
- 19,253,879
87,609 -
1,007,052 744,000
1,069,646 717,165
73,927,676 81,929,499
2,566,179 7,036,347
516,953 -
82,929 -
4,742,150 7,393,921
457,840 288,000
- 34,078
8,366,051 14,752,346
82,293,727 96,681,845
166,311,264 136,508,438
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Action Energy Company K.S.C.P. and its Subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended December 2025

As at 1 January 2025
Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year

Acquisition of a subsidiary (Note 2.2)

Issue of bonus shares (Note 11)

Conversion of convertible preference shares (Note 15)

Issue of shares pursuant to the private placement

Transaction costs directly attributable to the issue of share capital
Transfer to statutory reserve

At 31 December 2025

As at 1 January 2024
Profit for the year
Other comprehensive income for the year

Total comprehensive income for the year
Transfer to statutory reserve

At 31 December 2024

Attributable to equity holders of the Parent Company

Share Share Statutory Retained Non-controlling Total
capital premium reserve earnings Sub total interests equity
KD KD KD KD KD KD KD
20,000,000 - 1,029,872 18,796,721 39,826,593 - 39,826,593
- - - 5,712,456 5,712,456 17,787 5,730,243
- - - 5,712,456 5,712,456 17,787 5,730,243
- - - - - 220,000 220,000
17,500,000 - - (17,500,000) - - -
9,700,000 9,246,000 - - 18,946,000 - 18,946,000
9,450,000 10,584,000 - - 20,034,000 - 20,034,000
- - - (739,299) (739,299) - (739,299)
- - 593,760 (593,760) - - -
56,650,000 19,830,000 1,623,632 5,676,118 83,779,750 237,787 84,017,537
20,000,000 - 840,234 17,089,977 37,930,211 - 37,930,211
- - - 1,896,382 1,896,382 - 1,896,382
- - - 1,896,382 1,896,382 - 1,896,382
- - 189,638 (189,638) - - -
20,000,000 - 1,029,872 18,796,721 39,826,593 - 39,826,593

The attached notes 1 to 22 form part of these consolidated financial statements.




Action Energy Company K.S.C.P and its Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2025

2025 2024
Notes KD KD
OPERATING ACTIVITIES
Profit before tax 5,850,563 1,934,911
Non-cash adjustments to reconcile profit before tax to net cash flows:
Depreciation of property, plant and equipment 8 4,439,190 3,496,776
Service charges — consumption of prepaid drilling rights 9 109,020 109,020
Provision for employees end of service benefits 12 367,069 209,687
Interest income (233,925) (200,157)
Finance costs on debt and borrowings 3,824,580 2,937,691
Interest and amortisation charge on convertible preference shares 2,147,692 1,924,322
Loss on revaluation of investment properties 169,334 -
Amortisation of intangible asset 41,250 -
Depreciation of right-of-use assets 83,016 -
Interest expense on lease liabilities 11,737 -
Operating profit before working capital changes 16,809,526 10,412,250
Working capital changes:
Trade receivables, prepayments and other receivables (3,186,651) (1,106,377)
Inventories (356,741) (253,396)
Contract liabilities 432,892 (288,000)
Trade and other payables (2,707,243) 273,494
Cash flows from operations 10,991,783 9,037,971
Employees’ end of service benefits paid 12 (14,588) (33,142)
Taxes paid (57,811) (101,960)
Net cash flow from operating activities 10,919,384 8,902,869
INVESTING ACTIVITIES
Purchase of property and equipment 8 (14,401,802) (25,402,034)
Net movement in term deposits with original maturity over three months (2,700,000) (4,450,000)
Interest income received 207,066 60,524
Acquisition of a subsidiary, net of cash acquired (330,000) -
Movement in escrow accounts (877,639) (362,1006)
Net cash flows used in investing activities (18,102,375) (30,153,616)
FINANCING ACTIVITIES
Net movement in related party balances (313,258) (51,520)
Proceeds from bank borrowings 13 12,553,000 20,447,000
Repayment of bank borrowings 13 (42,651,953) (6,760,893)
Proceeds from Islamic financing facilities 14 36,694,652 -
Finance costs paid (4,745,056) (3,814,286)
Proceeds from issue of ordinary shares 20,034,000 -
Transaction costs for issued share capital (739,299) -
Payment of lease liabilities (90,240) -
Proceeds from issue of convertible preference shares 15 - 17,038,975
Net cash flows from financing activities 20,741,846 26,859,276
NET INCREASE IN CASH AND CASH EQUIVALENTS 13,558,855 5,608,529
Cash and cash equivalents at 1 January 5,719,490 110,961
CASH AND CASH EQUIVALENTS AS AT 31 DECEMBER 10 19,278,345 5,719,490
Non-cash transactions excluded from the statement of cash flows:
Additions to right-of-use assets (249,041) -
Additions to lease liabilities 249,041 -
Issue of bonus shares 11 17,500,000 -
Conversion of convertible preference shares in equity
(net of unamortised portion of financial liability) 18,616,000 -

The attached notes 1 to 22 form part of these consolidated financial statements.
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Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

1 CORPORATE INFORMATION

The consolidated financial statements of Action Energy Company K.S.C.P. (the “Parent Company”) and its
Subsidiaries (together the “Group”) for the year ended 31 December 2025 was authorised for issue in accordance
with a resolution of the board of directors on 16 March 2026. The general assembly of the shareholders of the Parent
Company has the power to amend these consolidated financial statements after issuance.

The shareholders of the Parent Company at the annual general assembly meeting (“AGM”) held on 1 May 2025
approved the consolidated financial statements for the year ended 31 December 2024. No dividends have been
declared by the Parent Company for the year then ended.

The Parent Company is a Kuwaiti shareholding company incorporated and domiciled in Kuwait. The head office of
the Parent Company is located in Plot No. 002818, Block 5, Al Jahra area, State of Kuwait and its registered postal
address is Waves business center, Building no. 4, Kuwait Free Trade Zone, P.O. Box 3866, Safat 13039, Kuwait.

The Group operates in the oilfield services sector. The Parent Company is principally engaged in oil well drilling,
services related to the extraction of oil and natural gas, and maintenance of oil and petrochemical facilities.

During the year ended 31 December 2025, the Parent Company completed an initial public offering through a private
placement to qualified investors. The Parent Company’s shares were listed in the Premier Market of Boursa Kuwait
on 17 December 2025. The Parent Company is in the process of changing the legal form from Kuwait Share Holding
Company (Closed) (K.S.C.C) to Kuwait Shareholding Company (Public) (K.S.C.P) and the legal formalities are still
in progress as at the authorization date of these consolidated financial statements.

The Parent Company is a subsidiary of Action Real Estate Company K.S.C. (Closed) (the “Holding Company),
which is ultimately controlled by Action Group Holdings Company K.S.C. (Closed) (the “Ultimate Holding
Company”).

2.1 BASIS OF PREPARATION

The consolidated financial statements of the Group have been prepared in accordance with IFRS Accounting Standards
(“IFRS”) as issued by the International Accounting Standards Board (IASB).

The consolidated financial statements of the Group have been presented in Kuwaiti Dinars (“KD”), which is also the
functional currency of the Parent Company.

The consolidated financial statements have been prepared on a historical cost basis, except for investment properties,
that have been measured at fair value.

The Group has prepared the financial statements on the basis that it will continue to operate as a going concern.

Certain comparative figures have been reclassified, both within line-items and between line-items, to conform with
current year’s presentation in order to enhance comparability. These reclassifications had no impact on previously
reported profit or equity.

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its subsidiaries
as at 31 December 2025. Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee.
Specifically, the Group controls an investee if, and only if, the Group has:

» Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee);

»  Exposure, or rights, to variable returns from its involvement with the investee; and
The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights result in control. To support this presumption and
when the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including;

» The contractual arrangement with the other vote holders of the investee;
» Rights arising from other contractual arrangements; and
» The Group’s voting rights and potential voting rights.
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Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

2.2 BASIS OF CONSOLIDATION (continued)

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated financial statements from the
date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of OCI are attributed to the equity holders of the parent of the Group and to the
non-controlling interests, even if this results in the non-controlling interests having a deficit balance. When necessary,
adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with the
Group’s accounting policies. All intra-group assets and liabilities, equity, income, expenses and cash flows relating
to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.
If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-
controlling interest and other components of equity, while any resultant gain or loss is recognised in profit or loss.

Any investment retained is recognised at fair value.

Subsidiaries
The consolidated financial statements of the Group include:

Country of
Name of the entity incorporation % equity interest Principal activities
2025 2024
National Construction Real Estate
Company Faisal Al Qadri and Partner Facilities management and
W.L.L. Kuwait 100% 100% real estate trading
Sun Drilling Kuwait Oil Wells
Drilling Co. W.L.L. * Kuwait 100% - Oil well drilling.
Inspection and maintenance
Target NDT Company W.L.L.** Kuwait 60% - services for oilfield sector

*  The Parent Company incorporated Sun Drilling Kuwait Oil Wells Drilling Company W.L.L during 2024. The Parent Company holds
100% through direct and through shares registered in the name of nominees on its behalf. The subsidiary had not commenced
commercial operations as at the reporting date.

** On 2 April 2025, the Group acquired 60% of the equity interests in Target NDT Company W.L.L. (the ‘acquiree’) through nominees
who confirmed in writing that Group is the beneficial owner. The acquiree had no assets, liabilities, workforce, or operational
processes at the acquisition date. Its sole attribute was a pre-qualification status with Kuwait Oil Company (KOC), which enables
participation in KOC tenders. The transaction does not meet the definition of a business under IFRS 3 Business Combinations, and
accordingly, has been accounted for as an asset acquisition in accordance with IAS 38 Intangible Assets. The consideration paid has
been recognised as the cost of an intangible asset representing the KOC pre-qualification status. No goodwill has been recognised
and no assets or liabilities, other than this intangible asset, have been acquired. As a result, the Group recognised an intangible asset
of KD 550,000 and a non-controlling interest of KD 220,000.

2.3 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

New and amended standards and interpretations

The Group applied, for the first time, certain standards and amendments, which are effective for annual periods
beginning on or after 1 January 2025 (unless otherwise stated). The Group has not early adopted any other standard,
interpretation or amendment that has been issued but is not yet effective.

Lack of exchangeability - Amendments to IAS 21

For annual reporting periods beginning on or after 1 January 2025, Lack of Exchangeability — Amendments to IAS
21 The Effects of Changes in Foreign Exchange Rates specifies how an entity should assess whether a currency is
exchangeable and how it should determine a spot exchange rate when exchangeability is lacking. The amendments
also require disclosure of information that enables users of its financial statements to understand how the currency
not being exchangeable into the other currency affects, or is expected to affect, the entity’s financial performance,
financial position and cash flows.

The amendments did not have a material impact on the Group’s consolidated financial statements.

12



Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

24 STANDARDS ISSUED BUT NOT YET EFFECTIVE

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance
of the Group’s consolidated financial statements are disclosed below. The Group intends to adopt these new and
amended standards and interpretations, if applicable, when they become effective.

There are amendments to several other standards. The amendments are not expected to have a material impact on
the Group’s consolidated financial statements.

IFRS 18 Presentation and Disclosure in Financial Statements

In April 2025, the IASB issued IFRS 18, which replaces IAS 1 Presentation of Financial Statements. IFRS 18
introduces new requirements for presentation within the statement of profit or loss, including specified totals and
subtotals. Furthermore, entities are required to classify all income and expenses within the statement of profit or loss
into one of five categories: operating, investing, financing, income taxes and discontinued operations, whereof the first
three are new.

It also requires disclosure of newly defined management-defined performance measures, subtotals of income and
expenses, and includes new requirements for aggregation and disaggregation of financial information based on the
identified ‘roles’ of the primary financial statements (PFS) and the notes.

In addition, narrow-scope amendments have been made to IAS 7 Statement of Cash Flows, which include changing
the starting point for determining cash flows from operations under the indirect method, from ‘profit or loss’ to
‘operating profit or loss’ and removing the optionality around classification of cash flows from dividends and interest.
In addition, there are consequential amendments to several other standards.

IFRS 18, and the amendments to the other standards, are effective for reporting periods beginning on or after 1 January
2027, but earlier application is permitted and must be disclosed. IFRS 18 will apply retrospectively.

The Group is currently working to identify all impacts the amendments will have on the primary financial statements
and notes to the consolidated financial statements. The initial expected material impacts on Group’s financial
statements are, as follows:

= Rental income a will be classified in the investing category within the statement of profit or loss.

=  Foreign exchange difference will be classified in the category where the related income and expense form the item
giving rising to the foreign exchange difference.

= New disclosure will be added: (a) management-defined performance measures; (b) specified expense by nature if
expenses are presented by function in the operating category of the statement of profit or loss; and (c) a
reconciliation for each line item in the statement of profit or loss between the restated amounts presented applying
IFRS 18 and the amounts previously presented applying IAS 1.

= Interest received and interest paid will be classified in the investing activities and financing activities,

respectively, on the statement of cash flows.

IFRS 19 Subsidiaries without Public Accountability: Disclosures

In May 2024, the IASB issued IFRS 19, which allows eligible entities to elect to apply its reduced disclosure
requirements while still applying the recognition, measurement and presentation requirements in other IFRS
accounting standards. To be eligible, at the end of the reporting period, an entity must be a subsidiary as defined in
IFRS 10, cannot have public accountability and must have a parent (ultimate or intermediate) that prepares consolidated
financial statements, available for public use, which comply with IFRS accounting standards.

IFRS 19 will become effective for reporting periods beginning on or after 1 January 2027, with early application
permitted.

As the Group’s equity instruments are publicly traded, it is not eligible to elect to apply IFRS 19.
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Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

2.5 MATERIAL ACCOUNTING POLICY INFORMATION

2.5.1 Revenue recognition
The Group is in the business of providing drilling and related oilfield services.

Revenue from contracts with customers is recognised when control of the promised services is transferred to the
customer at an amount that reflects the consideration to which the Group expects to be entitled in exchange for those
services. The Group has generally concluded that it acts as principal in its revenue arrangements.

The Group identifies the performance obligations in each contract and recognises revenue when (or as) those
performance obligations are satisfied.

i. Drilling services

Contracts for drilling services typically comprise integrated rig operations, including provision of drilling rigs, crew
and related support services.

These contracts are generally accounted for as a single performance obligation satisfied over time, as the customer
simultaneously receives and consumes the benefits of the Group’s performance.

Revenue is recognised over time using the output method based on contractual day-rates. The Group applies the
“right to invoice” practical expedient where the amount invoiced corresponds directly with the value delivered to the
customer.

ii. Rig move, mobilisation and demobilization services

Rig move, mobilisation and demobilisation services represent activities performed to move and prepare rigs for
drilling operations.

Where such services are not distinct from the drilling services, the related consideration is recognised over the
contract term consistent with the drilling performance obligation.

Where rig move, mobilisation or demobilisation services are separately identifiable under the contract, revenue is
recognised at the point in time when the relevant service has been completed in accordance with the contractual
terms.

iii.  Other oilfield services

The Group also provides ancillary oilfield services including artificial lift, slickline and wireline services, inspection
and tubular services, directional drilling, well testing, operations and maintenance and related technical services.

Revenue from these services is recognised:

- Over time, where the customer simultaneously receives and consumes the benefits of the Group’s performance,
generally based on time-based or output-based measures; or

- At apoint in time, where the service represents a discrete deliverable completed in accordance with contractual
terms.

These contracts are typically billed based on agreed day-rates, job-rates or unit-rates.

Variable consideration

Certain contracts may include performance adjustments or contractual credits. Variable consideration is estimated at
contract inception and constrained to the extent that it is highly probable that a significant reversal of revenue will
not occur when the uncertainty is resolved.

Contract balances

A contract asset is recognised when the Group has performed services but the right to consideration is conditional on
something other than the passage of time. Upon the right to consideration becoming unconditional, the related balance
is reclassified to trade receivables. Contract assets are subject to impairment assessment in accordance with the
Group’s accounting policy for financial instruments.
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Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)
2.5.1 Revenue recognition (continued)

Contract balances (continued)

A contract liability is recognised when consideration is received, or payment is due (whichever is earlier), before
the Group transfers the related services to the customer. Contract liabilities are recognised as revenue when the
Group satisfies the related performance obligations.

2.5.2  Borrowing costs

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 are capitalised as part of the cost of the asset. All other
borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.

2.5.3  Current versus non-current classification
The Group presents assets and liabilities in the consolidated statement of financial position based on current/non-
current classification. An asset is current when it is:

Expected to be realised or intended to be sold or consumed in the normal operating cycle

Held primarily for the purpose of trading

Expected to be realised within twelve months after the reporting period; or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period

vvyyywy

All other assets are classified as non-current.

A liability is current when:

It is expected to be settled in the normal operating cycle

It is held primarily for the purpose of trading

It is due to be settled within twelve months after the reporting period; or

There is no unconditional right to defer the settlement of the liability for at least twelve months after the reporting
period

vVvyyYwyywy

The Group classifies all other liabilities as non-current.

2.54 Taxes

Kuwait Foundation for the Advancement of Sciences (KFAS)

The contribution to KFAS is calculated at 1% of the profit for the year attributable to the Parent Company in
accordance with the modified calculation based on the Foundation’s Board of Directors’ resolution, which states
that income from associates and subsidiaries and transfer to statutory reserve until the reserve reaches 50% of share
capital should be excluded from the profit base when determining the contribution. The contribution to KFAS is
payable in full before the AGM is held in accordance with the Ministerial Resolution (184/2022).

Zakat
Contribution to Zakat is calculated at 1% of the profit for the year attributable to Parent Company in accordance
with the Ministry of Finance resolution No. 58/2007 effective from 10 December 2007.

National Labour Support Tax (NLST)
The Group calculates the NLST in accordance with Law No. 19 of 2000 and the Minister of Finance Resolutions
No. 24 of 2006 at 2.5% of taxable profit for the year

2.5.5 Foreign currencies

The Group’s consolidated financial statements are presented in KD, which is also the Parent Company’s functional
currency. For each entity, the Group determines the functional currency and items included in the financial
statements of each entity are measured using that functional currency. The Group uses the direct method of
consolidation and on disposal of a foreign operation, the gain or loss that is reclassified to profit or loss reflects the
amount that arises from using this method.
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Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2.5.5 Foreign currencies (continued)

Transactions and balances

Transactions in foreign currencies are initially recorded by the Group’s entities at their respective functional
currency spot rates at the date the transaction first qualifies for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates
of exchange at the reporting date. Differences arising on settlement or translation of monetary items are recognised
in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss
arising on translation of non-monetary items measured at fair value is treated in line with the recognition of the gain
or loss on the change in fair value of the item (i.e., translation differences on items whose fair value gain or loss is
recognised in OCI or profit or loss are also recognised in OCI or profit or loss, respectively).

In determining the spot exchange rate to use on initial recognition of the related asset, expense or income (or part
of it) on the derecognition of a non-monetary asset or non-monetary liability relating to advance consideration, the
date of the transaction is the date on which the Group initially recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there are multiple payments or receipts in advance, the Group
determines the transaction date for each payment or receipt of advance consideration.

Group companies

On consolidation, the assets and liabilities of foreign operations are translated into Kuwaiti Dinar at the rate of
exchange prevailing at the reporting date and their statements of profit or loss are translated at exchange rates
prevailing at the dates of the transactions. The exchange differences arising on translation for consolidation are
recognised in OCL. On disposal of a foreign operation, the component of OCI relating to that particular foreign
operation is reclassified in profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operation and
translated at the spot rate of exchange at the reporting date.

2.5.6 Dividends

Cash dividends
A liability for cash dividends is recognised once the distribution has been approved by the shareholders at the annual
general assembly meeting (“AGM”) and is no longer at the discretion of the Parent Company.

Interim dividends are recognised when approved by the Board of Directors in accordance with the Company’s
Articles of Association and applicable regulations.

Dividends declared after the reporting date are not recognised as a liability at the reporting date and are disclosed as
events after the reporting period.

Bonus issue of shares
A bonus issue of shares is recognised in equity once it has been approved by the shareholders and the related capital
increase has been completed and registered, including obtaining all required regulatory approvals.

The bonus issue is accounted for as a reclassification within equity, typically from retained earnings (or other
distributable reserves).

Earnings per share for all periods presented are adjusted retrospectively in accordance with IAS 33 Earnings per
Share.
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Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2577 Convertible preference shares
Convertible preference shares are separated into liability and equity components based on the terms of the contract.

On issuance of the convertible preference shares, the fair value of the liability component is determined using a
market rate for an equivalent non-convertible instrument. This amount is classified as a financial liability measured
at amortised cost (net of transaction costs) until it is extinguished on conversion or redemption.

The remainder of the proceeds is allocated to the conversion option that is recognised and included in equity.
Transaction costs are deducted from equity. The carrying amount of the conversion option is not remeasured in
subsequent years.

Transaction costs are apportioned between the liability and equity components of the convertible preference shares,
based on the allocation of proceeds to the liability and equity components when the instruments are initially
recognised.

2.5.8 Treasury shares
Own equity instruments that are reacquired (treasury shares) are recognised at cost and deducted from equity.
Treasury shares do not carry voting rights and are not entitled to dividends while held by the Group.

No gain or loss is recognised in profit or loss on the purchase, sale, reissue or cancellation of the Group’s own shares.
Any difference between the carrying amount of treasury shares and the consideration received on reissue is
recognised directly in equity.

In accordance with the Capital Markets Authority (CMA) guidelines, a reserve equal to the cost of treasury shares is
maintained within equity and is not available for distribution. Treasury shares are acquired and held in accordance
with CMA requirements and within the limits prescribed under applicable laws and regulations.

2.5.9 Earnings per share (EPS)
Basic EPS is calculated by dividing the profit for the year attributable to ordinary equity holders of the parent by the
weighted average number of ordinary shares outstanding during the year.

Diluted EPS is calculated by dividing the profit attributable to ordinary equity holders of the parent (after adjusting
for interest on the convertible preference shares) by the weighted average number of ordinary shares outstanding
during the year plus the weighted average number of ordinary shares that would be issued on conversion of all the
dilutive potential ordinary shares into ordinary shares.

2.5.10 Segment information

A segment is a distinguishable component of the Group that engages in business activities from which it earns
revenue and incurs cost. The operating segments used by management of the Group to allocate resources and assess
performance are consistent with the internal report provided to the chief operating decision maker. Operating
segment exhibiting similar economic characteristic, product and services, class of customers where appropriate are
aggregated and reported as reportable segments.

2.5.11 Property, plant and equipment

Capital work in progress is stated at cost, net of accumulated impairment losses, if any. Plant and equipment is stated
at cost, net of accumulated depreciation and accumulated impairment losses, if any. Cost includes expenditures that
are directly attributable to the acquisition of the asset. For drilling rigs and related oilfield equipment, cost may
include major overhauls and upgrades where the recognition criteria of IAS 16 are met.

Subsequent expenditure is capitalised only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost can be measured reliably. When significant parts of drilling rigs are replaced or
major overhauls are performed, the costs are recognised in the carrying amount of the asset and the carrying amount
of the replaced parts, if any, is derecognised. All other repair and maintenance costs are recognised in profit or loss
as incurred.
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2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2.5.11 Property, plant and equipment (continued)
Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets, as follows:

»  Drilling rigs 30 years
»  Computers and office equipment 3 years

»  Furniture and fixtures 3-7 years
»  Motor vehicles 5-7 years
»  Camps 5 years

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

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed at each
financial year end and adjusted prospectively, if appropriate.

2.5.12 Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is their fair value at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.
Internally generated intangibles, excluding capitalised development costs, are not capitalised and the related
expenditure is reflected in profit or loss in the period in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets with finite lives are
amortised over the useful economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the amortisation method for an intangible asset with
a finite useful life are reviewed at least at the end of each reporting period. Changes in the expected useful life or
the expected pattern of consumption of future economic benefits embodied in the asset are considered to modify
the amortisation period or method, as appropriate, and are treated as changes in accounting estimates. The
amortisation expense on intangible assets with finite lives is recognised in the statement of profit or loss in the
expense category that is consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine
whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is
made on a prospective basis.

An intangible asset is derecognised upon disposal (i.e., at the date the recipient obtains control) or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising upon derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in
the statement of profit or loss.

The Group’s intangible assets primarily comprise KOC pre-qualification status recognised on acquisition.
Management has assessed the asset to have a finite useful life of ten years, representing the period over which the
pre-qualification status is expected to generate economic benefits. The asset is amortised on a straight-line basis over
this period.

2.5.13 Investment properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial recognition,
investment properties are stated at fair value, which reflects market conditions at the reporting date. Gains or losses
arising from changes in the fair values of investment properties are included in profit or loss in the period in which
they arise/

Fair values are determined based on annual valuations performed by accredited external independent valuers,
applying valuation techniques consistent with IFRS 13 Fair Value Measurement. In accordance with applicable
CMA guidelines, the Group obtains a minimum of two independent valuations, one of which is from a local bank,
and recognises the lower of the two valuations in the consolidated financial statements.
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2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2.5.13 Investment properties (continued)

Investment properties are derecognised either when they have been disposed of (i.e., at the date the recipient obtains
control) or when they are permanently withdrawn from use and no future economic benefit is expected from their
disposal. The difference between the net disposal proceeds and the carrying amount of the asset is recognised in
profit or loss in the period of derecognition. In determining the amount of consideration from the derecognition of
investment property the Group considers the effects of variable consideration, existence of a significant financing
component, non-cash consideration, and consideration payable to the buyer (if any).

Transfers are made to (or from) investment property only when there is a change in use. For a transfer from
investment property to owner-occupied property, the deemed cost for subsequent accounting is the fair value at the
date of change in use. If owner-occupied property becomes an investment property, the Group accounts for such
property in accordance with the policy stated under property, plant and equipment up to the date of change in use.

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

Group as a lessee

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

(i)  Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset
is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment
losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount
of lease liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement
date less any lease incentives received. Unless the Group is reasonably certain to obtain ownership of the leased
asset at the end of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease term. Right-of-use assets are subject to impairment.

(ii)  Lease liabilities

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

In calculating the present value of lease payments, the Group uses its incremental borrowing rate at the lease
commencement date because the interest rate implicit in the lease is not readily determinable. After the commencement
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments
made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease
term, a change in the lease payments (e.g., changes to future payments resulting from a change in an index or rate used
to determine such lease payments) or a change in the assessment of an option to purchase the underlying asset.

The Group’s lease liabilities are presented separately in the consolidated statement of financial position.

(iii) ~ Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option) and lease of
low-value assets. Lease payments on short-term leases and leases of low-value assets are recognised as expense on
a straight-line basis over the lease term.
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2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2.5.14 Leases (continued)

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset
are classified as operating leases. Rental income arising is accounted for on a straight-line basis over the lease term
and is included in revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the carrying amount of the leased asset and recognised
over the lease term on the same basis as rental income. Contingent rents are recognised as revenue in the period in
which they are earned.

2.5.15 Inventories

Inventories primarily comprise spare parts and consumables used in the provision of drilling and related oilfield
services. Inventories are measured at the lower of cost and net realisable value. Cost is determined using the weighted
average method.

At each reporting date, inventories are reviewed for obsolescence, slow-moving items and excess quantities arising
from rig inactivity or changes in technology. Where necessary, inventories are written down to their net realisable
value. Write-downs are recognised in profit or loss. Reversals of previous write-downs are recognised in profit or
loss to the extent of the original write-down.

2.5.16 Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets. When the carrying amount
of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less
costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.
For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates
cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets
(the “cash-generating unit”).

An impairment loss is recognised whenever the carrying amount of the asset or its cash generating unit exceeds its
estimated recoverable amount. Impairment losses are recognised in profit or loss. An impairment loss is only
reversed to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation, if no impairment loss had been recognised.

2.5.17 Cash and cash equivalents

Cash and short term deposits in the consolidated statement of financial position comprise cash on hand, cash at banks,
and short-term highly liquid deposits with a maturity of twelve months or less, that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and short-term
deposits with maturity of three month or less, net of term deposits with maturity of greater than three months and
balances held in escrow account as they are considered an integral part of the Group’s cash management.
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2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2.5.18 Financial instruments - initial recognition and subsequent measurement
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

i) Financial assets

Initial recognition and measurement
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that do
not contain a significant financing component or for which the Group has applied the practical expedient, the Group
initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do not contain a significant financing component or for which
the Group has applied the practical expedient are measured at the transaction price.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs to
give rise to cash flows that are ‘solely payments of principal and interest (SPPI)’ on the principal amount
outstanding. This assessment is referred to as the SPPI test and is performed at an instrument level. Financial assets
with cash flows that are not SPPI are classified and measured at fair value through profit or loss, irrespective of the
business model.

The Group’s business model for managing financial assets refers to how it manages its financial assets in order to
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash
flows, selling the financial assets, or both. Financial assets classified and measured at amortised cost are held within
a business model with the objective to hold financial assets in order to collect contractual cash flows while financial
assets classified and measured at fair value through OCI are held within a business model with the objective of both
holding to collect contractual cash flows and selling.

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

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

» Financial assets at amortised cost (debt instruments)

» Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments)

» Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon
derecognition (equity instruments)

» Financial assets at fair value through profit or loss

The Group has not designated any financial assets at fair value and financial assets at amortised cost is more relevant
to the Company.

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest (“EIR”) method and are
subject to impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or
impaired.

Since the Group’s financial assets (cash and short-term deposits and trade and other receivables) meet these
conditions, they are subsequently measured at amortised cost.
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2.5.18 Financial instruments - initial recognition and subsequent measurement (continued)
i) Financial assets (continued)

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial
position) when:

»  The rights to receive cash flows from the asset have expired; or

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

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

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the Group could be required
to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Group expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible
within the next 12-months (a 12-month ECL). For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables, the Group applies a simplified approach in calculating ECLs. Therefore, the Group does not
track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date.
The Group has established a provision matrix that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment.

ii) Financial liabilities
Initial recognition and measurement
All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables,

net of directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables and loans and borrowings including bank
overdrafts.

Refer to 2.5.14 ‘Leases’ accounting policy for the initial recognition and measurement of lease liabilities, as this is
not in the scope of IFRS 9.
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2.5.18 Financial instruments - initial recognition and subsequent measurement (continued)
ii) Financial liabilities (continued)

Subsequent measurement
For purposes of subsequent measurement, financial liabilities are classified in two categories:

» Financial liabilities at fair value through profit or loss.
»  Financial liabilities at amortised cost (including loans and borrowings).

The Group has not designated any financial liability as at fair value through profit or loss and financial liabilities at
amortised cost is more relevant to the Group.

Financial liabilities at amortised cost

This is the category most relevant to the Group. After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains and losses are recognised in profit or loss
when the liabilities are derecognised as well as through the EIR amortisation process.

Interest-bearing loans

Interest-bearing loans and borrowings are measured at amortised cost. Gains and losses are recognised in profit or
loss when the liabilities are derecognised, as well as through the EIR amortisation process. Amortised cost is
calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part
of the EIR. The resulting interest expense is recognised within finance costs.

Islamic finance payables

Islamic finance payables represent Sharia-compliant financing arrangements entered into for the purchase of
commodities on a deferred payment basis. These liabilities are recognised initially at the fair value of the
consideration received and are subsequently measured at amortised cost using the EIR method.

The difference between the cash price and the deferred settlement amount is recognised as finance cost over the
term of the arrangement using the EIR method.

Trade and other payables
Trade and other payables are recognised for amounts to be paid in the future for services received, whether billed
by the supplier or not.

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

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

iii)  Offsetting of financial instruments

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

2.5.19 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event,
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a provision
to be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate asset, but
only when the reimbursement is virtually certain. The expense relating to a provision is presented in the consolidated
statement of profit or loss net of any reimbursement.

23



Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

2.5 MATERIAL ACCOUNTING POLICY INFORMATION (continued)

2.5.19 Provisions (continued)

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that
reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in the provision
due to the passage of time is recognised as a finance cost.

2.5.20 Contingencies
Contingent liabilities are not recognised in the consolidated statement of financial position but are disclosed unless
the possibility of an outflow of resources embodying economic benefits is remote.

Contingent assets are not recognised in the consolidated statement of financial position, but are disclosed when an
inflow of economic benefits is probable.

2.5.21 Employees end of service benefits

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

Further, with respect to its national employees, the Group also makes contributions to the Public Institution for
Social Security calculated as a percentage of the employees’ salaries. The Group’s obligation is limited to these
contributions, which are expensed when due.

2.5.22 Fair value measurement

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 by 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.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

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

All assets and liabilities for which the fair value is measured or disclosed in the consolidated financial statements
are categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

» Llevell : Quoted (unadjusted) market prices in active markets for identical assets or liabilities;

» Level 2 : Valuation techniques for which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable; and

» Level3 : Valuation techniques for which the lowest level input that is significant to the fair value

measurement is unobservable.

For financial instruments quoted in an active market, fair value is determined by reference to quoted market prices.
Bid prices are used for assets and offer prices are used for liabilities.

For unquoted financial instruments fair value is determined by reference to the market value of a similar investment,
discounted cash flows, other appropriate valuation models or brokers’ quotes.
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2.5.22 Fair value measurement (continued)

For assets and liabilities that are recognised in the consolidated financial statements on a recurring basis, the Group
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based
on the lowest level input that is significant to the fair value measurement as a whole) at the end of each reporting
period.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of
the nature, characteristics and risks of the asset or liability and the Level of the fair value hierarchy as explained
above.

2.5.23 Events after the reporting period

If the Group receives information after the reporting period, but prior to the date of authorisation for issue, about
conditions that existed at the end of the reporting period, the Group will assess if the information affects the amounts
that it recognises in the Group’s consolidated financial statements. The Group will adjust the amounts recognised
in its consolidated financial statements to reflect any adjusting events after the reporting period and update the
disclosures that relate to those conditions in the light of the new information. For non-adjusting events after the
reporting period, the Group will not change the amounts recognised in its consolidated financial statements but will
disclose the nature of the non-adjusting event and an estimate of its financial effect, or a statement that such an
estimate cannot be made, if applicable.

3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

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

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

Capitalisation of drilling rig expenditure
Judgement is required in determining whether costs incurred on drilling rigs and related oilfield equipment are
capitalised as property, plant and equipment or recognised as an expense in profit or loss.

In particular, management assesses whether expenditures relating to major overhauls, life-extension works, upgrades
and replacement of significant components enhance the future economic benefits of the rigs beyond their originally
assessed performance or extend their useful lives. This assessment requires evaluation of the nature and scope of the
work performed, the expected impact on operational capability and remaining useful life, and whether any replaced
components should be derecognised in accordance with the Group’s accounting policies

Revenue recognition under drilling and service contracts
Judgement is exercised in determining the nature of performance obligations and the appropriate timing of revenue
recognition under drilling and related oilfield service contracts.

In particular, management assesses whether drilling, workover, standby and related activities constitute a single
integrated performance obligation satisfied over time, or whether any components are distinct and satisfied at a point
in time. Management also evaluates whether mobilisation and related activities form part of the overall performance
obligation or represent separate deliverables. This assessment requires consideration of the contractual terms,
enforceable rights and obligations, and whether the customer simultaneously receives and consumes the benefits of
the services as they are performed.
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3 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS (continued)

3.2 Estimations and assumptions

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

Provision for expected credit losses of trade and other receivables

The Group assesses, on a forward-looking basis, the ECLs associated with its debt instruments carried at amortised
cost. The Group uses judgement in making these assumptions and selecting the inputs to the impairment calculation,
based on the Group’s past history, existing market conditions as well as forward looking estimates at the end of
each reporting period.

For trade receivables, the Group applies a simplified approach in calculating ECL. Therefore, the Group does not
track changes in credit risk, but instead recognises a loss allowance based on lifetime ECL at each reporting date.
The Group has established a provision matrix that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment. Actual results may differ from these
estimates.

Impairment of non-financial assets other than goodwill and other indefinite life intangible assets

The Group assesses impairment of non-financial assets other than goodwill and other indefinite life intangible assets
at each reporting date by evaluating conditions specific to the Group and to the particular asset that may lead to
impairment. If an impairment trigger exists, the recoverable amount of the asset is determined. This involves fair
value less costs of disposal or value-in-use calculations, which incorporate a number of key estimates and
assumptions.

Estimation of useful lives of drilling rigs and KOC pre-qualification status
The Group determines the estimated useful lives and related depreciation and amortisation charges for its drilling
rigs and KOC pre-qualification status intangible asset.

For drilling rigs, useful lives are assessed based on the expected economic life of the rigs, taking into account
technical specifications, anticipated utilisation levels, maintenance and overhaul programmes, operating conditions
and prevailing industry practices.

For the KOC pre-qualification status intangible asset, management has assessed a finite useful life representing the
period over which the asset is expected to generate economic benefits through participation in tender pipelines and
contract awards. In determining this period, management considers the expected duration of tender eligibility,
historical renewal experience and continued compliance with qualification requirements.

Changes in expected utilisation levels, contract outlook, renewal expectations, technical factors or regulatory
conditions could result in a revision to the estimated useful lives and the corresponding depreciation or amortisation
expense on a prospective basis.

Determination of variable consideration

Judgement is exercised in estimating variable consideration arising from drilling and related service contracts,
including performance incentives, service credits, non-productive time deductions, liquidated damages, variation
orders and customer claims.

Variable consideration is estimated with reference to the contractual terms, historical experience on similar
contracts, current operational performance and ongoing customer correspondence. Amounts are included in revenue
only to the extent that it is highly probable that a significant reversal of cumulative revenue recognised will not
occur when the uncertainty is subsequently resolved.

In applying this constraint, the Group considers factors such as contractual acceptance procedures, unresolved
claims, performance metrics, enforceability of rights and the stage of completion of the related services

26



Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

4 REVENUE

4.1 Disaggregated revenue information
Set out below is the disaggregation of the Group’s revenue:

2025 2024
KD KD
Type of services:
Drilling services 24,069,797 13,730,475
Rigs leasing and mobilisation 6,170,705 5,614,073
Other operating revenue* 1,604,817 1,401,562
Total revenue from contracts with customers 31,845,319 20,746,110
Geographical market:
State of Kuwait 31,845,319 20,746,110
Timing of revenue recognition
Services transferred over time 31,845,319 20,746,110

* Other operating revenue mainly represents ancillary services provided to customers in connection with drilling
operations (such as inspection services, catering services, incentive income, and construction of heavy oil wells
cellar). These amounts are not significant in relation to the Group’s core drilling and rig leasing activities.

4.2 Contract balances

2025 2024

KD KD
Trade receivables (Note 9) 1,090,478 1,584,572
Contract assets (Note 9) 5,030,066 3,254,979
Contract liabilities 1,464,892 1,032,000

Trade receivables represent unconditional rights to consideration for services rendered under drilling and related
service contracts and are typically due within 60 days.

Contract assets arise where revenue recognised exceeds amounts billed, primarily due to timing differences between
performance of drilling and related services and contractual billing milestones.

Contract liabilities mainly comprise advance payments received from customers, including mobilisation advances
and other upfront payments, which are recognised as revenue over the contract term as the related services are
provided.

Movements in contract assets and contract liabilities during the year are driven by the commencement and
mobilisation of rigs under new or renewed contracts, billing schedules agreed with customers, and the timing of
service delivery relative to invoicing.

Revenue of KD 288,000 (2024: KD 288,000) recognised during the year was included in the contract liabilities
balance at the beginning of the year.
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4 REVENUE (continued)
4.2 Contract balances (continued)

Contract liabilities

Non-current
Current

Set out below is the movement in contract liabilities

Opening balance
Advances received during the year
Performance obligations satisfied during the year

Closing balance

5 COST OF REVENUE

Depreciation of rigs and related equipment (Note 8)
Direct staff costs (field personnel)

Fuel cost

Consumables and spare parts recognised as expense
Catering costs

Rig mobilisation costs

Site preparation expenses

Drilling expenses

Repairs and routine maintenance

Other direct operating costs

2025 2024
KD KD
1,007,052 744,000
457,840 288,000
1,464,892 1,032,000
2025 2024
KD KD
1,032,000 1,320,000
849,202 -
(416,310) (288,000)
1,464,892 1,032,000
2025 2024
KD KD
4,430,218 3,488,548
7,055,861 4,483,162
1,500,031 845,617
551,944 446,776
1,331,895 722,500
1,212,093 642,846
311,560 570,078
293,261 281,695
103,677 87,987
1,290,098 1,204,010
18,080,638 12,773,219

During the year ended 31 December 2025, staff cost (field personnel) of KD 558,236 (2024: KD Nil) were capitalised

within capital work in progress (Note 8).
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6 GENERAL AND ADMINISTRATIVE EXPENSES

2025 2024

KD KD
Staff costs (administrative and support) 1,065,075 530,227
Expense relating to short-term leases 83,307 188,513
Service charges — consumption of prepaid drilling rights (Note 9) 109,020 109,020
Professional fees 36,092 55,439
IT expenses 128,044 94,415
Bank charges 175,189 184,295
Vehicle expenses 81,150 54,243
Depreciation of office equipment, furniture and motor vehicles (Note 8) 8,972 8,228
Depreciation of right-of-use assets 83,016 -
Other general and administrative expenses 267,838 253,224

2,037,703 1,477,604

During the year ended 31 December 2025, administrative costs KD 275,536 (2024: KD 734,762) were capitalised
within capital work in progress (Note 8).

7 BASIC AND DILUTED EPS

Basic EPS is calculated by dividing the profit for the year attributable to ordinary equity holders of the Parent
Company by the weighted average number of shares outstanding during the year. Diluted EPS is calculated by
adjusting the profit attributable to ordinary equity holders of the Parent Company and the weighted average number
of shares for the effects of dilutive potential ordinary shares, if any,

2025 2024*
Profit for the year attributable to ordinary equity holders of the Parent Company
(KD) 5,712,456 1,896,382
Weighted average number of ordinary shares outstanding during the period 398,017,808 375,000,000
Basic and diluted EPS (Fils) 14.35 5.06

* The weighted average number of ordinary shares for the comparative period has been adjusted retrospectively to
reflect the bonus issue during the year, in accordance with 1AS 33. ‘Earnings per share’ for the prior year have
been restated accordingly.

On 15 February 2024, the Parent Company issued convertible preference shares which were convertible into
ordinary shares. During the year ended 31 December 2025, these preference shares were converted into ordinary
shares in accordance with their terms (Note 15). Accordingly, they were included in the calculation of diluted
earnings per share up to the date of conversion. For the current and prior year, the preference shares were anti-
dilutive and were therefore excluded from diluted earnings per share.

There have been no significant transactions involving ordinary shares or potential ordinary shares between the
reporting date and the authorisation date of these consolidated financial statement.
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8 PROPERTY, PLANT AND EQUIPMENT

Cost:

At 1 January 2024
Additions
Transfers

At 31 December 2024
Additions
Transfers

At 31 December 2025
Accumulated depreciation:
At 1 January 2024

Depreciation charge for the year

At 31 December 2024
Depreciation charge for the year

At 31 December 2025

Net book value:
At 31 December 2024

At 31 December 2025

Computers
Drilling and office Furniture and Motor Capital work-
rigs equipment fixtures vehicles Camps in-progress Total
KD KD KD KD KD KD KD
99,163,472 65,599 31,857 199,741 88,808 6,422,667 105,972,144
379,675 1,599 3,610 - - 25,017,150 25,402,034
7,159,773 - - - - (7,159,773) -
106,702,920 67,198 35,467 199,741 88,808 24,280,044 131,374,178
5,902 1,350 - - - 14,394,550 14,401,802
37,788,057 - - - - (37,788,057) -
144,496,879 68,548 35,467 199,741 88,808 886,537 145,775,980
12,526,579 60,643 11,441 199,741 88,808 - 12,887,212
3,488,548 2,093 6,135 - - - 3,496,776
16,015,127 62,736 17,576 199,741 88,808 - 16,383,988
4,430,218 3,736 5,236 - - - 4,439,190
20,445,345 66,472 22,812 199,741 88,808 - 20,823,178
90,687,793 4,462 17,891 - - 24,280,044 114,990,190
124,051,534 2,076 12,655 - - 886,537 124,952,802
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8 PROPERTY, PLANT AND EQUIPMENT (continued)

Capitalised costs
During the year ended 31 December 2025, the following costs were capitalised within capital work in progress:

e Borrowing costs of KD 676,053 (2024: KD 357,061). The capitalisation rate applied was the commercial
borrowing rate applicable to the qualifying assets.

e  Staff costs relating to field personnel directly attributable to construction activities of KD 558,236 (2024:
KD Nil).

e Administrative costs directly attributable to construction activities of KD 275,536 (2024: KD 734,762).

Assets pledged as security
Certain drilling rigs are pledged as a security for the Group’s borrowings (Notes 13 and 14).

Depreciation charge
Depreciation recognised in profit or loss is allocated as follows:

2025 2024
KD KD
Cost of revenue (Note 5) 4,430,218 3,488,548
General and administrative expenses (Note 6) 8,972 8,228
4,439,190 3,496,776
9 TRADE RECEIVABLES, PREPAYMENTS AND OTHER RECEIVABLES
2025 2024
KD KD
Trade receivables 1,090,478 1,584,572
Contract assets 5,030,066 3,254,979
Total trade receivables and contract assets 6,120,544 4,839,551
Retention receivables 2,764,106 1,635,829
Prepayments * 210,896 584,775
Advances to suppliers 2 925,123 189,323
Unamortised portion of financial liability 3 - 1,241,008
Accrued interest on term deposits 166,492 139,633
Other receivables 322,631 317,315
10,509,792 8,947,434

! Prepayments primarily relate to the Parent Company’s service charge arrangement. In 2015, the Parent Company
paid KD 1,388,080 (USD 4,576,158) to a third party for beneficial rights over drilling operations for a period of

five years. In December 2018, the arrangement was extended for a further five years ending 31 March 2026.

During the current year, service charges of KD 109,020 (2024: KD 109,020) were recognised in profit or loss on

consumption of the related benefits.

2 Advances to suppliers include a related party balance amounting to KD 78,336 (2024: KD 75,213) (Note 17).

This balance represented the unamortised portion of the premium recognised on initial recognition of the Parent

Company’s convertible preference shares, which was being unwound to finance costs over the contractual term of

the instrument using effective interest rate (EIR) method in accordance with IFRS 9.
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9 TRADE RECEIVABLES, PREPAYMENTS AND OTHER RECEIVABLES (continued)

Trade receivables and contracts assets
Trade receivables are unsecured and non-interest bearing and are generally due within 60 days. These primarily relate
to oil sector government and corporate customers with no history of defaults.

Contract assets represent unbilled revenue at the reporting date and are subject to contractual billing milestones. Once
invoiced, they are reclassified to trade receivables.

The Group applies the IFRS 9 simplified approach to measure lifetime expected credit losses (ECL) on trade
receivables and contract assets. Based on management’s assessment, the Group’s exposure relates to counterparties
with a low risk of default and a strong capacity to meet contractual obligations. Accordingly, the impact of recognising
expected credit losses at the reporting date was assessed to be immaterial.

Set out below is the ageing analysis of trade receivables at the reporting date:

Ageing category 2025 2024
KD KD

Upto 30 days 121,644 1,560,131
31-60 days 666,394 6,000
61-90 days 4,931 6,000
91-180 days 282,560 6,000
More than 180 days 14,949 6,441
Total trade receivables 1,090,478 1,584,572

Credit risk exposure by customer category
The Group’s exposure to credit risk by customer category in respect of trade receivables and contract assets is as
follow

Customer category 2025 2024
KD KD
Government 4,479,544 3,672,059
Corporate 1,641,000 1,167,492
6,120,544 4,839,551

10 CASH AND CASH EQUIVALENTS

For the purpose of the consolidated statement of cash flows, cash and cash equivalents are comprise the following
31 December:

2025 2024

KD KD
Cash at bank and in hand 18,100,753 3,364,259
Term deposits 9,650,000 7,250,000
Cash and short-term deposits 27,750,753 10,614,259
Less: Term deposits having original maturity of more than three months (7,150,000) (4,450,000)
Less: balances held in escrow accounts (1,322,408) (444,769)
Cash and cash equivalents 19,278,345 5,719,490

The Group maintains escrow accounts in relation to its borrowing arrangements. The funds held in these accounts are
restricted and may only be utilised for future payments related to borrowings. As at 31 December 2025, the balance
held in escrow amounted to KD 1,322,408 (31 December 2024: KD 444,769).
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10 CASH AND CASH EQUIVALENTS (continued)

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short-term deposits are made for varying
periods ranging from three months to twelve months, depending on the immediate cash requirements of the Group, and
earn interest at the prevailing market rates.

11 EQUITY
11.1 Share capital
Number of shares Amount in KD
2025 2024 2025 2024
Authorised share capital (100 fils each) 1,000,000,000 550,000,000 100,000,000 55,000,000
Issued and paid-up share capital (100 fils each) 566,500,000 200,000,000 56,650,000 20,000,000

During the year, the issued and paid-up share capital increased as follows:

» Anincrease from KD 20,000,000 to KD 37,500,000 through the issuance of 175,000,000 bonus shares of 100
fils each (aggregating to KD 17,500,000).

» A further increase resulting from shares issued pursuant to a private placement and the conversion of
convertible preference shares, bringing the issued and paid-up share capital to KD 56,650,000 at 31 December
2025.

In addition, at the extraordinary general assembly meeting (EGM) held on 5 October 2025, shareholders approved
an increase in the authorised share capital from KD 55,000,000 to KD 100,000,000. No additional shares were
issued pursuant to this approval during the year.

11.2 Share premium
Share premium represents the excess of consideration received over the nominal value of shares issued by the
Company.

Share premium forms part of shareholders’ equity and is not available for distribution, except as permitted by law,
and may only be utilised for purposes permitted by law and subject to the required shareholder and regulatory
approvals.

11.3 Statutory reserve

In accordance with the Companies Law No. 1 of 2016, as amended and its executive regulations, as amended, and the
Group’s Memorandum of Incorporation, a minimum of 10% of the profit attributable to the equity holders of the Parent
Company for the year, before contribution to KFAS, Zakat, and NLST. Such transfer may be discontinued upon
approval by the shareholders if the reserve reaches 50% of the capital. This reserve is not available for distribution
except in cases stipulated by the law.

The reserve may only be used to offset losses or enable the payment of a dividend up to 5% of paid-up capital in years
when profit is not sufficient for the payment of such dividend due to absence of distributable reserves. Any amounts
deducted from the reserve shall be refunded when the profits in the following years suffice, unless such reserve exceeds
50% of the issued capital. During the year, the Company transferred KD 593,760 (2024: KD 189,638) to statutory
reserve.

11.4 Distributions made and proposed

2025 2024
KD KD
Cash dividends on ordinary shares declared and paid:
Final dividend for 2024: Nil (2023: Nil) - -
Proposed dividends on ordinary shares:
Proposed cash dividend for 2025: 3 fils per share (2024: Nil) 1,699,500 -

Proposed dividends on ordinary shares are subject to approval at the annual general assembly meeting and are not
recognised as a liability as at 31 December.
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12 EMPLOYEES’ END OF SERVICE BENEFITS

2025 2024

KD KD
As at 1 January 717,165 540,620
Charge during the year 367,069 209,687
Paid during the year (14,588) (33,142)
As at 31 December 1,069,646 717,165
13 BANK BORROWINGS

2025 2024

KD KD
Non-current 35,585,670 61,214,455
Current 2,566,179 7,036,347
Total interest-bearing loans and borrowings 38,151,849 68,250,802

Bank borrowings represent commercial facilities denominated in Kuwaiti Dinars obtained from a local financial

institution. The facilities bear interest at floating rates linked to prevailing market benchmark rates.

The borrowings are secured by:

e aregistered mortgage over the Group’s drilling rigs (Note 8); and
e ajoint guarantee of the Holding Company and the Ultimate Holding Company;

The Group has complied with all financial covenants attached to these facilities, and there were no breaches of

covenants as at 31 December 2025 (2024: Nil).

Changes in liabilities arising from financing activities

Net cash
1 January flows 31 December
KD KD KD
2025
Bank borrowings 68,250,802 (30,098,953) 38,151,849
2024
Bank borrowings 54,564,695 13,686,107 68,250,802
14 ISLAMIC FINANCING FACILITIES
Tawarrugq facilities
2025 2024
KD KD
Gross amount 44,965,365 -
Less: deferred finance costs payable (8,270,713) -
36,694,652 -
Classified in the consolidated statement of financial position as follows:
Current 516,953 -
Non-current 36,177,699 -
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14 ISLAMIC FINANCING FACILITIES (continued)

Islamic finance represents credit facilities granted by a local financial institution and carrying an annual profit at
commercial rate. Islamic finance is secured by mortgage over the Group’s drilling rigs (Note 8), corporate guarantee

of the Holding Company and Ultimate Holding Company.

15 CONVERTIBLE PREFERENCE SHARES CLASSIFIED AS FINANCIAL LIABILITIES

2025 2024

KD KD
Convertible preference shares - 19,253,879
Set out below is the movement in convertible preference shares classified as financial liabilities:

2025 2024

KD KD
Opening balance 19,253,879 -
Proceeds from issuance of convertible preference shares - 17,038,975
Day-1 fair value adjustment on initial recognition - 2,113,805
Interest expense recognized using EIR method 1,021,177 1,008,918
Interest payment during the year (998,783) (907,819)
Transfer of unamortised portion of financial liability remaining prior to conversion (330,273) -
Conversion into ordinary equity shares* (18,946,000) -
Closing balance - 19,253,879

* On 21 October 2025, following the approval of the holders of the convertible preference shares, the Board of
Directors approved the conversion of convertible preferences shares into 97,000,000 ordinary shares of 100 fils
each. The conversion of convertible preferences shares was subsequently approved by the Capital Markets

Authority (CMA) on 29 October 2025.

Terms of the preference shares

» During the year ended 31 December 2024, the Company issued 170,389,750 preference shares with a nominal

value of 100 fils each, raising total proceeds of KD 17,038,975.

» The convertible preference shares carry a contractual return of 6% payable semi-annually. The coupon is settled
partly in cash and partly in-kind through the issue of additional convertible preference shares of the same series

= When settled in-kind (PIK), the coupon is calculated on the then-cumulative outstanding amount, resulting in

a compounding effect.

= PIK settlements are non-cash in nature and are reflected in EIR schedule as changes in carrying amount.

» The Day-1 fair value adjustment represents the difference between the proceeds received and the present value

of contractual cash flows discounted at a market rate of 6%.

» The instrument is classified as a financial liability in accordance with IAS 32 and is subsequently measured at
amortised cost, with the discount unwound to finance costs using the EIR method in accordance with IFRS 9.
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15 CONVERTIBLE PREFERENCE SHARES CLASSIFIED AS FINANCIAL LIABILITIES
(continued)

Conversion features
Preference shares are mandatorily converted into ordinary share upon the occurrence of either of the following events:

1. Listing trigger

In case of listing, the aggregate number of preference shares will convert on the basis of the offering price per share
to investors for the purpose of the listing, such that current preference share will hold, following such conversion,
such number of ordinary shares in the Company as is equal to

a. The cumulative amount; divided by

The offering price less 10%; or
2. FStrigger

The aggregate number of preference shares held by the preference shareholder will convert to ordinary shares
calculated as net earnings of the Company derived from audited financial statement for the year ended 2025
multiplied by 10x. Irrespective of the actual net earnings amount, the conversion valuation be capped at maximum
of USD 275 million and minimum of USD 150 million.

The shareholders of the Parent Company in their extraordinary general assembly meeting (EGM) held on 5 October
2025, approved an amendment to the rights of convertible preference shares. The amendment provides for the
conversion of 75% of convertible preference shares based on listing trigger basis, and 25% based on the FS trigger
basis after obtaining the approval of the relevant regulatory authorities and the convertible preference shareholder.
The convertible preference shareholder agreed to the amendment.

16 TRADE AND OTHER PAYABLES

2025 2024
KD KD

Trade payables 2,321,935 4,623,552
Accrued expenses 1,361,185 1,817,006
Accrued finance cost 712,720 719,757
Zakat payable 61,853 21,115
KFAS payable 52,456 17,414

NLST payable 6,011 -
Other payables 225,990 195,077
4,742,150 7,393,921

Terms and conditions of the above financial liabilities:

» Trade payables are non-interest bearing and are normally settled by the Group on 90-day terms
»  Other payables are non-interest bearing and have an average term of six months
» Interest payable is normally settled quarterly throughout the financial year

For explanations on the Group’s liquidity risk management processes, refer to Note 19.2
17 RELATED PARTY DISCLOSURES

These represent transactions with major shareholders, directors, executive officers and key management personnel of
the Group, close members of their families and companies of which they are principal owners or over which they are
able to exercise control or significant influence entered into by the Group in the ordinary course of business. Pricing
policies and terms of these transactions are approved by the Parent Company’s management.

The following table provides the total amount of transactions that have been entered into with related parties for the
relevant financial year and outstanding balances at the end of the reporting period:
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17 RELATED PARTY DISCLOSURES (continued)

Consolidated statement of profit or loss and other comprehensive income 2025 2024

KD KD
Entities under common control
Cost of revenue 259,253 149,583
Payment for lease charges 90,240 118,073
Consolidated statement of financial position 2025 2024

KD KD
Entities under common control
Advances to suppliers (Note 9) 78,336 75,213
Holding Company
Amounts due to a related party - 34,078
Amounts due from a related party 279,180 -

Terms and conditions of transactions with related parties

Transactions with related parties are made on terms approved by the Group’s management. Outstanding balances at
the year-end are unsecured, interest free and have no fixed repayment schedule. There have been no guarantees
provided or received for any related party receivables or payables. For the year ended 31 December 2025, the Group
has not recognised any provision for expected credit losses relating to amounts owed by related parties (2024: Nil).

Other related party disclosures

» Certain related parties have also provided guarantees and pledged assets in connection with the Group’s
borrowings (Notes 13 and 14).

» As at the reporting date, the Group held bank accounts with nil balances (2024: KD 37,736) registered in the
name of entities owned and controlled by the Holding Company. In 2025, the beneficial ownership of these
accounts have been transferred back to the related party.

Compensation of key management personnel

Key management personnel comprise of the Board of Directors and key members of management having authority
and responsibility for planning, directing and controlling the activities of the Group. The aggregate value of
transactions and outstanding balances related to key management personnel were as follows:

Transaction values for the year Balance outstanding as at
ended 31 December 31 December
2025 2024 2025 2024
KD KD KD KD
Salary and short-term benefits 437,802 283,395 60,446 29,864
Post-employment benefits 24,435 9,615 122,588 87,592
462,237 293,010 183,034 117,456

The Board of Directors of the Parent Company proposed a directors’ remuneration of KD Nil for the year ended 31
December 2025 (2024: Nil). This proposal is subject to the approval of the sharecholders at the AGM of the Parent
Company

18 SEGMENT INFORMATION

The Group’s operations comprise a single integrated business segment encompassing drilling services, rig leasing,
and mobilisation activities, all which are inter-related and managed together as a single line of business. The Group
operates predominantly within a single geographical area, the State of Kuwait. Accordingly, no further segmental
information is presented.

37



Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

18 SEGMENT INFORMATION (continued)

As at 31 December 2025, all non-current assets of the Group were located in the State of Kuwait. Revenue from two
customers accounted for approximately 99% of the Group’s total revenue during the year ended 31 December 2025
(2024: 99%).

19 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group’s
continuing profitability and each individual within the Group is accountable for the risk exposures relating to his or
her responsibilities.

Risk is monitored through the Group’s strategic planning process. No changes were made in the risk management
objectives and policies during the year ended 31 December 2025 and 2024.

The Group is mainly exposed to credit risk, liquidity risk and exposure to market risk is limited to foreign currency
risk, interest rate risk and equity risk.

Management of the Group reviews and agrees policies for managing each of these risks which are summarised
below:

19.1 Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its operating activities (primarily trade and other
receivables).

Collateral and other credit enhancements
The Group does not hold any collateral or other credit enhancements against any of the financial assets at
31 December 2025 and 2024.

Concentration of maximum exposure to credit risk
Credit risk concentration arises where counterparties are engaged in similar activities or operate within the same
economic environment.

The Group’s exposure to credit risk is primarily attributable to trade receivables and contract assets arising from
drilling contracts with oil sector government and corporate customers. As at 31 December 2025, the two largest
customers accounted for 63% (2024: 98%) of outstanding trade receivables.

Given the nature of the Group’s customer base and its historical collection experience, management considers the
credit risk to be low.

Maximum exposure to credit risk
The Group’s maximum exposure to credit risk at the reporting date represents the carrying amounts of the respective
financial assets as presented below:

2025 2024
KD KD
Trade receivables and contract assets 6,120,544 4,839,551
Other receivables 322,631 317,315
Amounts due to a related party 279,180 -
Cash and short-term deposits excluding cash in hand balances 27,745,003 10,611,062
34,467,358 15,767,928

Trade receivables and contract assets
The Group applies the IFRS 9 simplified approach to measure lifetime expected credit losses on trade receivables and
contract assets.

Trade receivables are generally unsecured, non-interest bearing and due within normal credit terms of 30—60 days.
Contract assets represent unbilled revenue and are reclassified to trade receivables upon invoicing.

Based on historical collection patterns and the assessed credit profile of customers, no material expected credit losses
have been recognised as at 31 December 2025 and 2024.

38



Action Energy Company K.S.C.P. and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
As at and for the year ended 31 December 2025

19 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
19.1 Credit risk (continued)

Cash and short-term deposits

Credit risk from balances with banks and financial institutions is limited because the counterparties are reputable
financial institutions with appropriate credit-ratings assigned by international credit-rating agencies. Further, the
principal amounts of deposits in local banks (including saving accounts and current accounts) are guaranteed by the
Central Bank of Kuwait in accordance with Law No. 30 of 2008 Concerning Guarantee of Deposits at Local Banks
in the State of Kuwait which came into effect on 3 November 2008.

Impairment on cash and cash equivalents has been measured on a 12-month expected loss basis and reflects the
short maturities of the exposures. The Group considers that its cash and cash equivalents have low credit risk based
on the external credit ratings of the counterparties.

Other receivables (including receivables from related parties)
Other receivables are considered to have a low risk of default and management believes that the counterparties have
a strong capacity to meet contractual cash flow obligations in the near term. As a result, the impact of applying the
expected credit risk model at the reporting date was immaterial

19.2 Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated
with financial instruments.

Liquidity risk is managed by monitoring on a regular basis that sufficient funds are available to meet future
commitment. The Group’s terms of sales require amounts to be paid within 30 days of the date of sales. Payables
are normally settled within 90 days of the date of purchase. The maturity profile is monitored by the Group’s
management to ensure adequate liquidity is maintained.

The Group assessed the concentration of risk with respect to refinancing its debt and concluded it to be low. The
Group has access to a sufficient variety of sources of funding and debt maturing within 12 months can be rolled
over with existing lenders.

The table below summarises the maturity profile of the Group’s financial liabilities based on contractual
undiscounted payments:

31 December 2025
Less than 3-12 More than
On demand 3 months months 12 months Total
KD KD KD KD KD
Bank borrowings - 2,331,198 6,468,865 34,942,684 43,742,747
Islamic financing facilities - 1,111,506 3,310,391 40,543,468 44,965,365
Lease liabilities - 22,560 67,680 90,240 180,480
Trade and other payables - - 4,742,150 - 4,742,150
- 3,465,264 14,589,086 75,576,392 93,630,742
31 December 2024
Less than 3-12 More than
On demand 3 months months 12 months Total
KD KD KD KD KD
Bank borrowings - 2,396,483 8,534,012 70,736,810 81,667,305
Convertible preference shares - 533,979 558,980 19,603,120 20,696,079
Amount due to related parties 34,078 - - - 34,078
Trade and other payables - - 7,393,921 - 7,393,921
34,078 2,930,462 16,486,913 90,339,930 109,791,383
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19 FINANCIAL INSTRUMENTS RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

19.3 Market risk

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

19.3.1 Foreign currency risk
Foreign currency risk arises from financial instruments denominated in currencies other than the Group’s functional
currency.

The Group’s exposure to foreign currency risk primarily relates to trade payables and certain monetary assets and
liabilities denominated in US Dollars. The Group monitors its net foreign currency position on an ongoing basis and

manages exposures within acceptable limits.

The Group’s net foreign currency exposure as at 31 December is as follows:

2025 2024
KD KD
US Dollar (USD) 1,459,748 2,146,273

The following table demonstrates the sensitivity of profit to a reasonably possible change in exchange rates, with all
other variables held constant:

Change in Effect on profit for the year
currency rate 2025 2024
Currency % KD KD
USD +5% 72,987 107,314

A strengthening (weakening) of the functional currency against the US Dollar would result in a corresponding
decrease (increase) in profit. The analysis assumes that the change in exchange rates is applied to the net monetary
position at the reporting date and is presented on a symmetrical basis.

19.3.2 Interest rate risk
Interest risk is the risk that the fair value or future cash flows of Group’s financial instrument will fluctuate because
of changes in market interest rates.

The Group is exposed to interest rate risk primarily in respect of financial instruments bearing interest at variable
rates. Islamic finance payables (Note 14) carry fixed profit rates and are therefore not exposed to interest rate risk.
Accordingly, the Group’s overall exposure to interest rate risk is limited.

Interest rate risk is assessed using a sensitivity analysis based on reasonably possible changes in interest rates.

The sensitivity analysis below reflects the impact on profit of a reasonably possible change of +50 basis points in
interest rates at the reporting date.

Increase Effect on
(decrease) profit for the
in basis points year
2025 +50 190,759
2024 £50 341,255

The sensitivity analysis is based on a reasonably possible change in interest rates at the reporting date and assumes
that all other variables remain constant. The analysis does not reflect any actions that management may take to mitigate
the impact of interest rate movements.
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20 CAPITAL MANAGEMENT

For the purpose of the Group’s capital management, capital includes issued capital, and all other equity reserves
attributable to the equity holders of the Parent Company. The primary objective of the Group’s capital management
is to maximise the shareholder value.

The Group manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants. To maintain or adjust the capital structure, the Group may adjust the dividend
payment to shareholders, return capital to shareholders or issue new shares. The Group monitors capital using a
gearing ratio, which is ‘net debt’ divided by total capital plus net debt. The Group’s policy is to keep the gearing ratio
at acceptable levels The Group includes within net debt, interest bearing loans and borrowings, Tawaruq payables,
convertible preference shares classified as financial liability and other payables, less cash and short term deposits.

In order to achieve this overall objective, the Group’s capital management, among other things, aims to ensure that it
meets financial covenants attached to the interest-bearing loans and borrowings that define capital structure
requirements. Breaches in meeting the financial covenants would permit the bank to immediately call loans and
borrowings. There have been no breaches of the financial covenants of any interest-bearing loans and borrowing in
the current period.

No changes were made in the objectives, policies or processes during the years ended 31 December 2025 and 2024.

2025 2024

KD KD
Bank borrowings (Note 13) 38,151,849 68,250,802
Islamic financing facilities (Note 14) 36,694,652 -
Convertible preference shares (Note 15) - 19,253,879
Trade payables (Note 16) 2,321,935 4,623,552
Less: cash and short-term deposits (Note 10) (27,750,753) (10,614,259)
Net debt 49,417,683 81,513,974
Equity holders of the Parent Company 83,779,750 39,826,593
Total capital and debt 133,197,433 121,340,567
Gearing ratio 37.10% 67.18%
21 CONTINGENCIES AND COMMITMENTS

21.1 Contingencies
At 31 December 2025, the Group had contingent liabilities in respect of bank guarantees issued in the ordinary course
of business amounting to KD 38,422,561 (2024: KD 23,504,079).

21.2 Commitments

At 31 December 2025, the Group had commitments for future capital expenditure in respect of construction of oil
services equipment related to the extraction of oil and natural gas, and maintenance of oil and petrochemical facilities
amounting to KD 1,276,490 (2024: KD 6,643,767).

22 FAIR VALUE OF FINANCIAL INSTRUMENTS

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.

Financial instruments comprise financial assets and financial liabilities.

Fair value of financial instruments carried at amortised cost is not materially different from their carrying values at the
reporting date, as most of these instruments are of short-term maturity or re-priced immediately based on market
movement in interest rates. The fair value of financial assets and financial liabilities with a demand feature is not less
than its face value.
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