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Kuwait Petroleum (U.K. Holdings) Limited and subsidiary undertakings

Directors' Report for the year ended 31 March 2009

The directors present their annual report together with the financial statements and auditors’ report for the year
ended 31 March 2009 The directors® report has been prepared in accordance with the special provisions
relating to small compames under section 246(4) of the Companies Act 1985

Principal activity and review of business developments

The principal activity of the company during the year was to maintain continuing overal! control of the United
Kingdom incorporated group companies

The financial year to 31 March 2009 shows a shght decrease in the net hability postion of the company’s
balance sheet - £245 muillion (2008 - £248 million) The net hability position of the company is principally due
to 1t being financed by related party loans totalling £361 mullion (2008 - £250 million) These related party
loans are primarnily used to invest in subsidiary compames The large increase in the related party loans 1s due
to additonal fnancing to increase investments in two subsidiary companies - Kuwait Petroleum International
Aviation Company (UK) Ltd - £105 million and Kuwait Petroleum International Limited - £5 5 million

The subsidiary companies operate in increastngly competitive markets and as a result are exposed to price
changes.

The worldwide economic climate has had an impact across a wide range of industries and ar travel 15 an
industry which has been hit particularly hard For those companies marketing jet fuel to arrlines, of which a

subsidiary company 1s one, there are a vanety of factors to consider, such as the potential credit nsk of
customers

The company does show a net hability position on the balance sheet, however, the majority of this consists of
momes owed to its immediate and intermediate parent companies The directors feel there 1s no sigmificant
gomg concern nisk here as the intermediate parent company has confirmed that 1t will continue to provide
financial support to the company to enable it to meet its liabihties as they fall due for the foreseeable future

Results and dividends
The profit before tax for the financial year after taxatton amounted to £3,066,000 (2008 —loss of £782,000)

The directors do not recommend the payment of a dividend (2008 — £ni)

Directors
The directors who served throughout the year and up to the date of this report were as follows

H Esmatzel
A I Behbehant
S W B Whitworth

At the time the report 1s approved and at any time during the year there were no quahifying third party
indemnity provisions and/or qualifying pensions scheme indemnity provisions (whether made by the company
or otherwise) 1n place for the benefit of one or more of the directors or one or more directors of an associated
company The directors are responsible for prepaning the Annual Report and the financial statements mn
accordance with applicable law and regulations




Kuwait Petroleum (U.K. Holdings) Limited and subsidiary undertakings

Directors' Report for the year ended 31 March 2009 (continued)

Statement of directors’ responsibihties in respect of the Annual Report and the financial statements

The directors are responsible for preparing the Annual Report and the financial statements n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elecied to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) The financial
statements are required by law to give a true and far view of the state of affairs of the company and of the
profit or loss of the company for that period In preparimg these financial statements, the directors are required
o

» select suitable accounting policies and then apply them consistently,
o make judgments and estimates that are reasonable and prudent,

o state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained n the financial statements,

¢  prepare the financial statements on the going concern basis unless 1t 1S nappropriate to presume that
the company will continue in business, in which case there should be supporting assumptions or
qualifications as necessary

The directors confirm that they have complied with the above requirements n preparing the financial
statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at
any tme the financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 1985 They are also responsible for safeguarding the assets of the company and hence
for taking reasonable steps for the prevention and detection of fraud and other irregulanties

Statement of disclosure of information to auditors

Each of the directors at the date of approval of this report confirms that

(a} so far as the director 15 aware, there 15 no relevant audit information of which the company’s auditors
are unaware, and

{b) he has taken all the steps that he ought to have taken as a director in order to make himself aware of
any relevant audit information and to establish that the company’s auditors are aware of that
informatton

This confirmation 15 given and should be mterpreted n accordance with the provisions of s234ZA of the
Companies Act 1985




Kuwait Petroleum (U.K. Holdings) Limited and subsidiary undertakings

Directors' Report for the year ended 31 March 2009 (continued)

Independent anditors

During the year Deloitte & Touche LLP resigned as auditors to the company, and the directors appointed
PricewaterhouseCoopers LLP to fill the casual vacancy PricewaterhouseCoopers LLP have indicated therr
willingness to continug n office and a resolutton concerning therr reappointment was proposed and accepted
at the Annual General Meeting

Approved by the Board of Directors
and signed on behalf of the Board

O fncay

H Esmaicel
Director

29" March 2010

Dukes Court
Duke Street
Woking
Surrey
GU21 5BH




Independent auditors’ report to the members of
Kuwait Petroleum (U.K. Holdings) Limited

We have audited the financial statements of Kuwait Petroteum (U K Holdmgs) Limited for the year ended 31
March 2009 which comprise the profit and loss account, the balance sheet and the related notes These
financial statements have been prepared under the accounting pohicies set out therem

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepaning the Annual Report and the financial statements 1n accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out 1n the Siatement of Directors’ Responsibilities

Our responsibility s to audit the financial statements i accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and lreland) This report, mcluding the opmion,
has been prepared for and only for the company’s members as a body in accordance with Section 233 of the
Companies Act 1985 and for no other purpose We do not, 1n giving this opimion, accept or assume
responsibility for any other purpose or to any other person to whom this report 15 shown or 1nto whose hands 1t
may come save where expressly agreed by our prior consent in writing

We report to you our opinion as to whether the financial statements give a true and farr view and are properly
prepared n accordance with the Companies Act 1985 We also report to you whether tn our opinion the
information given 1n the Directors' Report 15 consistent with the financial statements

In addition we report to you if, in our opinion, the company has not kept proper accounting records, 1f we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and other transactions 1s not disclosed

We read other information contained in the Annual Report, and consider whether it 1s consistent with the
audited financial statements This other information compnses oniy the Officers and Professional Advisors
page, the Directors’ Report and all of the other information listed on the contents page We consider the
implications for our report if we become aware of any apparent misstatements or matenal inconsistencies with
the financial statements Qur responsibilities do not extend to any other information

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examunatton, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements It also mncludes an assessment of the significant estimates and
judgments made by the directors n the preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the company, consistently apphied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary n order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from matertal misstatement, whether caused by fraud or other wregularity or error In
forming our opinton we also evaluated the overall adequacy of the presentation of information 1n the financial
statements




Independent auditors’ report to the members of
Kuwait Petroleum (U.K. Holdings) Limited (continued)

Opinion

In our opimion

. the financial statements give a true and fair view, 1n accordance with United Kingdom Generally
Accepted Accounting Practice, of the state of the company’s affairs as at 31 March 2009 and of its
profit for the year then ended,

. the financial statements have been properly prepared m accordance with the Companies Act 1985, and

. the informatton given 1n the directors’ report 1s consistent with the financial statements

Pvéc.«eu&?jérﬂoafe_@fxysw

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Reading

Bl o~ Mol oo,




Kuwait Petroleum (U.K. Holdings) Limited

Profit and loss account for the year ended 31 March 2009

Note

Administrative expenses 3
Movement 1n impairment of investments 6
Operating loss
Income from shares in group undertakings
Profit / (Joss) on ordinary activities before interest and

taxation
Interest receivable and similar income 2
Interest payable and similar charges 2
Profit / (loss) on ordinary activities before taxation
Tax on profit / (loss) on ordinary activities 5
Profit / (loss) for the financial year 11

2009 2008*
£'000 £000
(367 (251)
115 (840)
(252) (1,001)
3,262 953
3,010 (138)
191 191
(135) (835)
3,066 (782)
3,066 (782)

*Certain line items have been reclassified so that they are consistent with the current year format There has been no change in the

prior year loss on ordinary activitres before taxation

All operations of the company continued throughout both years No operations were acquired or discontinued n

erther year

All recognised gains or losses during the current and prior years are dealt with 1n the profit and 10ss account presented

above, and accordingly a statement of total recognised gains and losses 1s not presented

There 15 no material difference between the profit on ordinary activities before taxation and the profit for the year

stated above and their historical cost equivalents




Kuwait Petroleum (U.K. Holdings) Limited

Balance Sheet as at 31 March 2009

Fixed assets
Investments

Current assets
Debtors

Creditors: amounts falling due within one
year

Net current habilities
Total assets less current habilities

Creditors: amounts falling due after more
than one year

Net liabilities
Capital and reserves
Called up share capital

Profit and loss reserve

Total shareholders deficit

Note

10
11

12

The notes on pages 9-16 form part of these financial statements

These financial statements were approved by the Board of Directors on 29" March 2010

Signed on behalf of the Board of Directors

@i Lovpd

H Eimaiel

Director

2009 2008
£000 £000
118,075 7,661
118,075 7,661
351 3
(107,158) (16,911)
(106,807) (16,908)
11,268 (9,247)
(256,212)  (238,763)
(244,944)  (248,010)
15,000 15,000
(259,944)  (263,010)
(244,944)  (248,010)




Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

1. Accounting policies

A summary of the company’s principal accounting policies which have been applied consistently throughout
the current and preceding year 1s set out below

Basis of accounting

The financtal statements are prepared on the going concern basis, under the historical cost convention and 1n
accordance with the Companies Act 1985 and applicable accounting standards 1n the United Kingdom

Under s228A of the Companies Act 1985, the company 1s exempt from the obligation to prepare group
accounts as 11s result, position and cash flows are included within the pubhcly avallable consohdated financial
statements of KPC Holdings (Aruba) A E C | incorporated in Aruba

Cash flow statement

The company’s ultimate parent company, Kuwait Petroleum Corporation (note 14), presents consolidated
financial statements which consolidate the results of the company and are publicly available Accordingly
under Financial Reporting Standard No 1 no cash flow siatement 15 included m these financial statements

Fixed asset investments

Fixed asset investments are shown at cost less provision for impairment Investment income is recognised
when receivable

Going concern

The ultimate parent company, Kuwait Petroleum Corporation, a company mcorporated in Kuwait, has
confirmed 1ts intention to maintain financial support for the foreseeable future to enable the company’s
habilities to be settled as they fall due, therefore the directors feel 1t 1s appropriate to prepare the financial
statements under the going concern basis

Foreign currencies

Monetary assets and habilities denominated 1n foreign currencies are translated at rates of exchange prevailing
at the balance sheet date

Transactions denominated 1n foreign currencies are translated at the average exchange rate for the month n
which the transaction occurred

All exchange differences are taken to the profit and loss account immediately other than the exchange
differences arising on the $150m loan taken out mn the year Exchange differences on this loan of £721,500
have been taken to reserves This loan was taken out to finance the ncrease in mvestment 1n Kuwait
Petroieum International Aviation Company (UK) Ltd and n accordance with SSAP 20 paragraph 51, the
investment 15 translated each vear with the exchange differences arising taken to reserves against the
movement on the borrowing




Kuwait Petrolenm (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

1.

Accounting policies (continued)

Financial instruments

Financial assets and financial liabilities are recogmsed in the company’s balance sheet when the company
becomes a party to the contractual provisions of the instrument

Denvative financial mstruments

The company 1s exempt from applying FRS 26 because 1t 1s not a listed plc and does not use fair value
accounting Reference was made 1n the prior year accounting policies note to the financial statements being
prepared n accordance with FRS 26, however the exemption from applying this standard has been used
both the current and previous year

Taxation

UK corporation tax s provided at amounts expected to be paid (or recovered) using the tax rates and laws that
have been enacted or substantially enacted by the balance sheet date

Deferred taxation 1s provided in full on nming differences that result in an obligation at the balance sheet date
to pay more tax, or a right to pay less tax, at a future date, at rates enacted or substantially enacted by the
balance sheet date Timung differences anise from the inclusion of items of income and expenditure 1n taxation
computations n periods different from those in which they are included 1n financial statements Deferred tax
assets are recognised to the extent that it 1s regarded as more likely than not that they will be recovered
Deferred tax assets and liabilities are not discounted

Pension costs

The company adopted FRS 17, “Retirement Benefits” on | April 2005 and participates in a group defined
benefit scheme It accounts for 1ts obligations in respect of the defined benefit scheme on a defined
contribution basis, as the assets and habihities of this scheme relating to mdividual companies cannot be
separately 1dentified on a consistent and reasonable basis Accordingly, the adoption of FRS17 had no impact
on the results of the company The latest actuanial valuation of the defined benefit scheme, prepared in
accordance with FRS 17 and reflected 1n the consolidated accounts of the immediate parent company, shows a
deficit posiion For defined contributton plans, the company pays contributions to publicly or privately
adminstered pension surance or trustee administered plans on a mandatory, contractual or voluntary basis
The company has no further payment obhgations once the contnbutions have been paid The contnbunons are
recognised as employee benefit expense when they are due Prepaid contributions are recognised as an asset to
the extent that a cash refund or a reduction in the future payments 1s available The contributions are charged
to the profit and loss account

For defined contribution schemes the amount charged to the profit and loss account is the contnbutions
payable 1n the year

Further information on pension costs 1s provided 1n note 13

10




Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

2

Net Interest

2009 2008

£°000 £000

Receivable from direct subsidiary undertakings 191 191
Payable to direct subsidiary undertakings (135) (183)
Payable to other group undertakings - (652)
56 (644)

Admunistrative expenses

2009 2008

£°000 £000

Admunistration costs 180 250
Foreign exchange loss 187 1
367 251

Profit / (loss) before tax

The company had no employees i either year other than s directors, none of whom received any
remuneration n respect of services to the company No amounts were recharged to the company as therr
services are incidental to that performed for the rest of the group The audit fee in respect of the company’s
annual accounts was £5,000 (2008 £5,000 - audit fee borne by Kuwait Petroleum International Ltd)

Tax on profit / (loss) on ordmmary activities

There was no current or deferred tax charge in either year The reconcihation between the total current tax
charge and the amount calculated by applying the enacted standard rate of UK corporation tax (28%) to the
profit / (loss) before tax 15 shown 1n the reconciliation below

2009 2008

£'000 £7000
Current tax
Profit / (loss) on ordinary activities before tax 3,066 (782)
Corporation tax at 28% (2008 30%) 859 (235)
Effect of
Disallowable expenditure 82 535
Other timing differences - (i3)
Non-taxable income (945) (287
Tax losses created 4 -

Total current tax charge - -

The corporation tax rate as from the 1 April 2008 has reduced to 28%, down from the current rate of 30%

The company has a potential net deferred tax asset at 31 March 2009 of £146,069 (2008 - £129,517) This
asset has not been recogmised as there 1s insufficient evidence of suitable future taxable profits

11




Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

6

Fixed asset investments

Investments 1n and loans to subsidiary undertakings are as follows

Investments Loans Total
£°000 £°000 £000

Cost
Asat | Aprl 2008 8,752 19,677 28,429
Additions 110,414 16,688 127,102
Repayments - (16,803) (16,803)
At 31 March 2009 119,166 19,562 138,728
Provisions for impairment
Asat t April 2008 3,365 17,403 20,768
Charge for the year - 16,688 16,688
Reversal of prior year impairments - (16,803) (16,803)
As at 31 March 2009 3,365 17,288 20,653
Net book value
As at 31 March 2009 115,801 2,274 118,075
Asat 31 March 2008 5,387 2,274 7,661

Investment additions represent additienal financing provided to two subsidiary companies — Kuwait Petroleum
International Aviation Company {UK) Limited and Kuwait Petroleum International Limited The investment m

each company was £104,914,500 and £3,500,000 respectively

The current basis of valuation for impairment is present value A prudent approach was taken with regard to
investments previously impaired, therefore no prior year impairments have been reversed

The current year movements in loans, reflects the change in currency of the loan to the subsidiary company,
Kuwait Petroleum International Awviation Company (UK) Ltd Previously the entire GBP loan balance of
£16,802,570 had been fully impaired m previous years Dunng the year, the loan balance was changed to a
USD loan of $23,859,000 which has a current sterling equivalent amount of £16,687,807 To ensure that this

loan balance remained nil, the USD loan has also been fully impaired

12




Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

6. Fixed asset investments (continued)
The company’s active subsidiary undertakings are as follows
Name of company Holding

Kuwart Petroleum Iniernational
Aviation Co Limted

100 £1 ordinary shares

Kuwait Petroleum International
Awviation Co (UK) Limted
International Diesel Service
Limited

Kuwarit Petroleum Internauonal
Lubricants (UK) Limited

100 £1 ordinary shares
150,000,000 US$1 ordinary shares
2,000,000 £1 ordinary shares

4,400,000 £1 ordinary shares

Kuwarit Petroleum International
Limited

Kuwait Petroleum International
Treasury Services Limited
Kuwait Petroleum (Ireland)}
Limited

5,500,100 £1 ordinary shares

100 £1 ordinary shares
5,000,000 US$t ordinary shares
100 €2 ordnary shares

Voting
rights &
ownership
100%
100%
100%

100%

100%
76%

100%

Nature of business

Agents for the
supply of aviation
fuel

Supply of aviation
fuel

Marketing
petroleum products
Blending and
marketing of
petroleum products
Admunistrative and
advisory

Group treasury
services

Marketing
petroieum products

All of these compames are incorporated 1n Great Britain, except Kuwait Petroleum (Ireland) Limited, which 1s

registered in the Republic of Ireland

7 Debtors

Amounts falling due within one year

Other debtors
Amounts due from direct subsidiary undertakings
VAT and other excise duties recervable

Amounts due from direct subsidiary undertakings include a balance of £162,319 bearing interest at floating

2009 2008
£°000 £000
- 2

351 -

- 1

351 3

rates hinked to LIBOR, and repayable in April 2009 The remaining balance 1s mterest free




Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

8. Creditors: Amounts fallng due within one year
2009 2008
£000 £'000
Loans due to immediate/ intermed ate parent 104,641 11,675
Amounts due to affiliate undertakings - 11
Amounts due to subsidiary undertakings 1,979 4,623
Accruals and deferred income 538 602
107,158 16,911

The amounts due to the intermediate parent company total £65,449,109 and are unsecured with a repayment
date of June 2009 and are interest free  The amount due to the immediate parent company totals £39,191,708
and 1s unsecured with a repayment date of July 2009 and 1s interest free

9, Creditors: Amounts falling due after more than one year
2009 2008
£7000 £000
Loans due to immediate/ intermediate parent 256,212 238,763

256,212 238,763

Loans due to immediate and intermediate parent undertakings are denominated in GBP sterling — totalhing
£151,297,425 and US dollars - totalling $150,000,000 All these loans are interest free

Borrowings are repayable as follows

2009 2008

£000 £°000

Less than one year 104,641 11,675
Between one and two years 28,751 111,871
Between two and five years 72,756 67.427
After five years 154,705 59 465

360,853 250,438

10.  Called-up equaty share capital

2009 2008
£ £
Authorised
100,000,000 (2008 - 100,000,000) ordinary shares of £1 each 100,000,000 100,000,000
Allotted, called up and fully-paid
15,000,100 (2008 - 15,000,100} ordinary shares of £1 each 15,000,100 15,000,100

14



Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

11.

12.

13,

Reserves
Profit
and loss
reserve
£000
As at 31 March 2008 - deficit (263,010)
Profit for the financial year 3,066
As at 31 March 2009 - deficuit (259,944)
As disclosed 1n note 1, certain foreign exchange balances are offset in reserves
Reconciliation of movements in shareholder’s deficit
2009 2008
£2000 £'000
Profit / (loss) for the financial year 3,066 (782)
Net reduction to shareholders deficit 3,066 (782)
Opening shareholders’ deficit (248,010) (247,228)
Closing equity shareholders’ deficit (244,944)  (248,010)

Pensions

The group headed by the company operates both a funded defined benefit pension scheme (the “scheme™) and
a defined contribution pension scheme 1n the UK, the assets of which are held n separate trustee administered
funds

KPC UK Group Retirement Plan

The FRS17 disclosure requirements refer 1o the situation where either there 1s only one employer participating
n a defined benefit scheme, or there 15 more than one employer and each employer’s share of the underlying
assets and habilities can be identified In the KPC UK Group Retirement Plan the assets atributable to each
individual company cannot be 1dentified on a reasonable and conststent basis, and so each company’s share of
the surplus/deficit cannot be 1dentified

The Company 1s also required 1o disclose the overall funding position of the Group Plan For this purpose, the
April 2006 actuanal valuation has been updated to 3t March 2009 by a qualified, independent actuary The
principal assumptions used o calculate the FRS17 habilities were as follows discount rate of 6 4% per annum,
salary increases (including promotion) of 4 2% per annum, nflatien of 2 7% per annum, guaranteed annual
increases to penstons in payment (i line with inflation up to 2 7%} of 2 7% per annum Current company
contributions are made at the rate of 2030% of pensionable salary The members contnbuted 7 0% of
pensionable salary until 30 June 2008 and a rate of 8 0% thereafter



Kuwait Petroleum (U.K. Holdings) Limited

Notes to the accounts
Year ended 31 March 2009

13.

14.

15.

Pensions (continued)

In addition to the financial assumptions above, it 1s assumed that male members currently aged 65 will hive for
22 6 years and females members currently aged 65 will live for 25 1 vears

Taking the habilities calculated on the above basis and assets at market value gives an aggregate pension
scheme deficit at 31 March 2009, over the funded pension scheme for the whole UK Group, of £8,337,000
(2008 £10,131,000).

Where a deficit exists, the method of removing that deficit 1s determined by agreement of the Participaning
Employers The UK Group are currently 1n negotiations with the Scheme Trustees to agree a recovery plan for
the deficit

Controlling party

The parent company of the largest group of undertakings for which group financial statements are drawn up,
and of which the company 15 a member, 1s Kuwait Petroleum Corporation (the company’s ultmate parent), a
company incorporated in Kuwait Kuwait Petroleum Corporation 1s owned by the government of Kuwait, who
represent the ulumate controlling party The intermediate parent company and parent of the smallest group of
undertakings for which group accounts are drawn up, and of which the company 15 a2 member, 1s KPC Holdings
{Aruba) A E C, incorporated in Aruba The consolidated accounts of KPC Holdings (Aruba) A E C may be
obtained from Companies House, Crown Way, Maindy, Cardiff, CF2 3UZ

Related parties

The company has utilised the exemption available in paragraph 3(c) of Financial Reporung Standard §
*Related Party Dnsclosures’ not to disclose transactions with other members of the group headed by Kuwait
Petroleum Corporation

There are no other related party transactions requiring disclosure

16
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KPC Holdings (Aruba) A.E.C
INDEPENDENT AUDITOR’S REPORT TO THE DIRECTORS

We have audited the accompanying consohidated financial statements of KPC Holdings {Aruba) AE.C ("the
Company*) and Its subsidlanes (together “the Group®), which comprnise the consolidated balance sheet as at
31 March 2009, and the consolidated income statement, consolidated statement of changes in equity and
consolidated cash flow statement for the year then ended, and a summary of significant accounting policies and
other explanatory notes,

This report is made solely to the Company’s directors in accordance with our engagement letter dated
05 March 2009. Our audit work has been undertaken so that we might state to the Company’s directors those
matters we are required to state to them in an auditor's report and for no other purpose To the futlest extent
permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company’s directors, for our audit work, for this report, or for the opmions we have formed

Management’s Responsibility for the Consolidated Minancial Statements

Management 1s responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with ternatonal Financial Reporting Standards, This responsibility includes designing,
implementing and maintaining intemal control relevant to the preparation and fair presentation of consolidated
finanwial statements that are free from matenal misstatement, whether due to fraud or error, seleching and
applying appropriate accounting policies; and making accounting estimates that are reasonable in the
cucumstances

Audior’s Responsibiity

Qur responstbility Is to express an opmion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards recquire that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consohdated financial statements are free from materral misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of matenal misstatement of the consolidated financial statements, whether due to fraud
or error In making those nsk assessments, the auditor considers nternal control relevant to the entity's
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s intemal control An audit also mcludes evaluating the appropriatencss of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consclidated financial statements

We believe that the audit evidence we have obtained 15 sufficient and approprate to provide a basls for our
audit opinion, .

Opmnion

in our ppHteny the ’;midated financial statements present fairly, n all material respects, the financial
positiof of the Gr 1 March 2009, and of its financial performance and s cash flows for the year then
ended tn accordancd with International Financial Reporting Standards.

s
Bader A. A-Wafzan
Licence No. 62A

Kuwait
12 May 2009




KPC Holdings (Aruba) A.E.C.

Consotidated income statecment

Year ended 31 March 2009

Revenue
Cost of sales

Gross profit

Depreciation

Operating and admimstrative expenses
Income from associates

Operating (loss)/profit

Tntetest income

Finance costs

Foreign currency gans / (losses), pet
(Loss)/profit before tax

Income tax credit/{(expense)

(Loss)/profit for the year

Notes

(¥ )

10

11

2009 2008
USss'ooo Us$a00

17,366,164 16,088,353
(15,919,538) (13,544,113)°

1,446,626 2,544,240

(237,149)  (252,599)
(1,735,512) (1,665,926)
5,149 2,380

(520,886) 628,095

18,902 28,584
(52,553) (44,254)
14,126 3,535

(540,411) 615,960

85952  (133,224)

(454,459) 482,736

The attached notes on pages 6 to 39 are an mtegral part of the conschdated financial statements
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KPC Holdings (Aruba) A.E.C.

Consolidated cash flow statement
Year ended 31 March 2009

Operating activities

Cash generated by operations
Net tax pad

Net cash generated from operating activities

Investing activities

Interest recetved

Advances to associates, net

Investments in and loans {o consortia, net

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Other investing activities

Net cash uscd i investing activities

Financing activitles

Dividend payment

Repayments of long-term lomns
Incroase in short term borrowings
Interest pad

Net cash used in flnancing activities

Net increasef(decrease) in cash and cash
equivalents

Notes

23a

10

17
22

23b

USy 000

18,902
(341)
(18,751)
(321,351)

19,902

2210

{100,000}
(54,533)
59,744

(42,894)

2009
USS'000  US$S'000
755,841
(30,007)
725,834
28,584
(2,891)
(959)
(371,103)
6,822
1,189
(299,429)
(100,000)
(146,333)
97,677
(34,744)
(137,683)
288,722

LSS ]

The attached notes on pages 6 to 39 are an integral part of the consolidated financial statements,

2008
Uss000

494,541

(95,978)

398,563

(338,358)

(183,400)

(123,195)

e—————r




KPC Holdings (Aruba) A.E.C,

Notes to financial statements
Year ended 31 March 2009

Ownership and basis of consolidation

KPC Holdings (Aruba) A E.C ("the company™) is an Aruba Exempt Company, mcorporated in Aruba The
address of the group’s registered office is at Lioyd G. Smith Blvd. 62, Suite 301, Oranjestrad, Aruba

The company ;npd»ils—subsidianes-(ﬂme_group") include the marketing, refimng and related interests of its
parent company, Kuwait Petroleurn Corporation.("KPC"), in the Benelux countries (the Netherlands, Belgium
and Luxembotrg); Scandmavia (Swedén and Denmark), ltaly, France, the United Kingdom, Spam, Germany,
Hong Kong, Australia and Thailand. The ultimate controlling party of the group is the Government of the State
of Kuwait, Details of the principal subsidiary companies mcluded in the consolidation are st out innote 27,

The results of busmesses acquired or disposed of during the year arc included n the consolidated income
statement from the date of acquisition or up to the date of disposal, using the purchase method

These consolidated financial statements have been approved for issue by the board of directors on 12 May
2009

1. Accounting policles

Set out below 15 2 summary of the group’s principal accounting poticies which have been applied conssstently
throughout the current and preceding year

Basis of accounting

These non-statutory financial statements are presented in United States dollars, as this 15 the underlying trading
currency for crude o1l and refined oil products.

The consolidated financial statements have been prepared in accordance with international Financial Reporting
Standards. They have also been preparcd on the histomcal cost basis, except for derivatives, marketable
securities and defined benefit pension obhgations, which are measured at faur value

Adaption of new and revised International Financial Reporting Standards

Certan accounting standards and mterpretations have been issued but the adoption is not yet required. The
following may have a future impact on the group's Consolidated Financial Statements.

IAS 1 “Presentation of Financial Statements” (Revised)

The application of IAS | (Revised), which will be effective for the annual peniods beginning on or afier
1 January 2009, will require some changes 18 presentation of owner and non owner changes in equity.

TAS 23 "Borrowing Cost" (Reviged

The application of TAS 23 (Revised), which will be effective for the annual penods beginming on or after
1 January 2009, will require an entity to capitatize borrowing costs atiributable to the acquisihon, construction
or production of a qualifying asset as a part of the cost of that asset and removing an option of expensing these
borrowlng costs i the consohidated income statement

IFRIC Interpretatton 13; “Customer loyalty programimes”

The application of JFRIC Interpretation 13, which will be effective for annual periods beginning on or after
1 July 2008, clanifies that where goods and services are sold together with a customer loyalty incentive, the
arrangement 13 a multiple-element arrangement and the consideration recetvable from the customer 13 allocated
between the components of the arrangementin using fan values.

The adoption of the above standards when they become effective could have a significant impact on the
consolidated financial statements and the group ts evaluating the apphication




KPC Holdings (Aruba) A.E.C.

Notes to financial statements
Year ended 31 March 2009

Consolidation

Subsidiarics are those enterprises, including special purpose entities, controlled by the group Control exists
when the group has the power, directly or indireetly, to govern the financial and operating pohicies of au
enterprise 5o as 1o obtain benefits from its activities The financta! staements of subsidianies arc included i the
consohdated financial statements on a line-by-line basis, from the date on which control is transferred to the
group until the date that control ceases

Munonity interes! in an acquiree 1s stated at the mimority’s proportion of the net far value of the 1dentifiable
assets, habiliues and contingent liabtlitics at the date of the original business combinauon and the minority's
share of changes in the equity since the date of the combination. Equuty and net mcome attributable to mnority
shareholders’ interests are shown separately in the consolidated balance sheet and consolidated income
statement respectively. Minority interest s classified as financial lability to the extent there is an obligation to
deliver cash or another financial asset to settle the minority interest

Consohidated financial statements are preparcd using unifonn accounting policies for like transactions and
other events in similar circumstances based on audited financial statements or audited financial Information of
subsidiaries for the same reporting date and period as that of the group Intra group balances, transactions,
mcome and expenses are elimmated m full Unrealized losses resulting from 1oter-compeny transachions are
also climinated unless cost cannot be recovered

Foreign currencies

In the accounts of individual group compantes, transactions denominated in foreign cumencics are translated
into the local functional currency at actual exchange rates as of the dates of the transactions Monetary asscts
and habilitics denominated in foreign currencies are transiated into the local funchionat currency at the rates of
exchange prevailing at the year end. Any gem or loss ansing from a change 1n exchange rates, subscquent to
the date of the transaction, 13 ncluded as an cxchange gain or loss in the income statement of the relevant
Eroup company

For the purposes of consolidation, the results of individual group companies are translated nto US dollars at
the average rates of exchange prevaling during the year and their balance shects at the rates ruling at the
balance sheet date.

Foreign exchange gams and losses arising on the rotranslation of the opening net assets and the results of
mdividual group companies at the rates of exchange prevajlmg at the year end are accumulated as a scparate
component of sharcholders’ equity (known as the foreign currency transtation reserve).

'The most significant foreign exchange rate for the group 1s the USS/Euro rate, which has varied as fdlows

2009 2008

At 31 March 1.3308 135812
Average rate for the year 14212 14180




KPC Holdings (Aruba) A.E.C.

Notes to financial statements
Year ended 31 March 2009

Goodwill and other 1ntangible assets
Goodwill and other intangible assets arc measured imtially at cost

Goodwill, bemg the cost in excoss of the fair value of the separable net assets of businesses acquired, 1s
camtahsed and reviewed for smpairment at least annually. Any impaimment 1s recogmsed immedately n the
consolidated income statement and cannet bo reversed i future periods

Other intangible assets are recognised if it is probable that the future economic benefits that are attributabic to
the assets will flow to the enterprisc and the cost of the assets can be measured rehably  After nntial
recognition, other intangible assets are measured at cost less accumulated amortisation and any accumulated
impairment losses. Such intangible assets are amortised on & swraight-hine basis over the best estimate of their
useful lives. The amostisation period and amorusation method are reviewed annually at each financial period-
end The amortisation charge for such assets 15 meluded within operating and admmistrative expenses

The group amortises certain licence costs within other intangible assets over a thirty year period as the group
considers such costs to be closely associated with the economic hife of the land, butkdings and facilittes which
are the subject of the licences,

If there 1s an imdication that goodwill or another intengible asset may be impaired, the recoverable areount is
determined for the cash-generating umt to which the asset or goodwn!i belongs.

If the carrying amount of an intangible assct is greater than the recoverable amount, an 1mpairment loss is
recognised Such an mpairment test 1s conducted annualiy as roquired by 1AS 38

Property, plant and equipment

Property, plant and equipment are shown al orginal historical cost less accumulated depreciation and any
accumulated impairment losses. No provision is generally made for depreciation of frechold land or assets
under construction. The group capitalises expenditure incurred In major overhauls at its refineries and
depreciates these costs over the period to the next major overhaul, usually in three to four years e Other
fixed assets in use are depreciated on a straight-line basis at rates designed to write off costs, less residual
values, over their estimated useful lives, having regard to the applicable operating circumstances and locations
of the assets, as follows:

Tankage, pipelines and jetties 4-20%
Plant and machinery 5-333%
Bulldings and facities 2.5-33.3%
Vchicles and transport equipment 83-333%
Property under finance leases 5-25% (or the life of the lcase 1f shorter)
Construction and general equipment 6-333%

Property, plant and equipment are reviewed for mmpanment whenever events o changes in circumstances
indicate that the carying amount of an asset may not be recoverable  Whenever the carrymng amount of an
asset exceeds its recoverable amount, an impairment loss is recognised The recoverable amount is the higher
of an asset's net sethng price and value in use  The net sellmg price 1 the amount obtainable from the sale of
an asset in an arm’s length transaction, whilst value m use is the present value of estimated future cash flows
expected to anse from the continuing use of an asset end from its disposal at the end of s useful life. The
discount rate used for value n use calculations 18 a pre-tax rate that reflects cutrent market assessments of the
time value of money and the risks specific to that asset Tho gain or loss arising on the disposal or retirement of
an asset 1s determined as the difference between the sale proceeds and the carrying amount of the asset and Is
recognised 1n the income statement

Reversal of impawrment losscs recognised m prior years 1s recorded as income when there is an indication that
the impasrment losses recognised for the asset no longer oxist or have decreased




KPC Holdings (Aruba) A.E.C.

Notes to financial statements
Year ended 31 March 2009

Investments in associates

Associate companies are entities in which & consolidated member of the group has a participating interest and
over whose operating and financial policios it excrcises a significant, but not controiling, nfluence They do
not include subsidiaries or jomnt venturcs. These investments are deaft with by the equity method of
accounting, whereby the consolidated mcome statement includes the appropriate share of these companics’
profits less losses and the group's share of post acquisition retamned profits and reserves is added to the cost of
investment in the consolidated balance sheet. An assessment of the camrying value of investments in associates
is performed when there is an indication that an asset has been imparred or the smparment losses recognised in
prior years no longer exist.

Pensions and other employee benefits
Defined benefit schemes

The group’s affilates i the UK, Sweden, Bolgum, the Netherlands, Germany and (see “Termination
allowances” below) ltaly provide defined benefit pension schemes for their employees. The funds are valued
every period by professionally qualified independent actuares. The obligations and costs of pension benefits
are determined using the Projected Unit Credit Mothod

The Projected Unit Credit Method considers each peniod of service as giving rise to an additronal uni of
benefit entitlement and measures each unit separately to determine the final obligation  Past service costs are
recogniscd an & straight-line basis over the average period unti} the benefits become vested. Gains or losses on
the curtailment or setttement of penston benefits are recognised when the curtailment or settlement occurs. The
group immediately recognises as income or expense that porion of cumulative unrecognised actuarial gamns
and losses at the end of the reporting period which exceeds the greater of 10% of the present value of
obligations and 10% of the faw value of scheme assets at that date.

The pension liability recognised in the consohdated balance sheet represcnts the present value of the defined
benefit obligation as adjusted for unrecognised actuarial gans or losses and unrecognised past service cost, and
ag reduccd by the fair value of plan assets

If the amount imhally recorded in the consohidated balance sheet using this method is an asset, this amount is
restricted to the net total of any unrecogmised actuarial losses and the present value of economic benefits
availablo tn the form of refunds from the plan or reductions in future contributions to the plan,

Defined contribution schemes

In addition to the defined benefit schomes described above, the group's affiliates in Denmark and Sweden
sponsor defined contribution plans for full-ime employees based on local practices and regulations The
proup’s contributions relating to defined contribution schemes are charged to the consolidated mcome
statement m the year to which they rolate,

Termination allowances

Employees in the group's lialian operations are entitied o retirement benefits in the form of terminatian
allowances. These allowances are payable to ecmployees upon retirement or leaving employment according to
the emounts provided during the service hfe of each employee The allowances may be drawn by employees,
in part, during their employment for certain specific purposes. The group accounts for these arrangements
using defined benefit principles.




KPC Holdings (Aruba) A.E.C.

Notes to financial statements
Year ended 31 March 2609

Taxes on income

Income tax expense represonts the sum of tax currently payable and deferred tax relating to indwvidual group
companics and their local tax jurisdictions. The tax currently payable 13 based on taxable profit for the year,
calculated using tax rates that have been enacted or substantively enacted by the bafance sheet date. Deferred
mcome taxes reflect the net tax effects of temporary differences between the carying amounts of assets and
habshties for financial reporting purposes and the amounts used for income (ax purposes Deferred tax assets
and liabilities are measured using the tax rates expected to apply to taxable income in the years n wiuch those
temporary differences are expected to be recovered or settled, using tax rates that have been enacted or
substantively onacted by the balance sheet date, Deferred tax assots are recognised for the carry forward of
unused tax losses and unused tax credits to the extent that it is probable that future taxable profits will be
availablc aganst which the unused tax losses and unused tax credits can be utilised

Deferred tax labilitles are recognised for taxable temporary differences ansing on mvestments in subsidiaries
and associates and nterests 1n joint ventures, except where the group is able o control the reversal of the
temporary difference or it is probabie that the temporary difference will not reverse m the foreseeable futurc

Investments in joint ventures

The group accounts for interests in jownt ventures by proportionately consolidatimg its sharc of the joint
ventured’ assets, hiabihties, revenues, expenses and cashflows  An assessment of mierests wm joint ventures is
made where there are indications that an assct has been impatred or the impairment losses recogiised i prior
years no longer exist,

Inventories
Inventories of crude o1l and finished products are valued as follows.

crude oil 1s valued at the lower of cost, determined generally by the weighted average cost method, and
net reahsable value based on year-end Platts prices; and

. finished products are vafued at the jower of cost, determined generally by the weighted average cost
method, and net realisable vatue based on year-cnd Plauts prices  For products refined by the group cost
is calculated on an individual product basis, as the cost of crude ol supplied to refineries plus refinng
costs The allocation of total refining costs to each product 13 based on their relative market values,

Other mventories which comprise mainly spare parts, matenials and supplies are valued at average cost, less
any provision for slow moving and obsolete items.

Guantities loancd to, less borrowed from, exchange pariners are included within inventory unless they are
settled 1n cash on a regular basis, in which case they are included withm other recorvables and prepayments or
trade and other payablcs as appropriste.

Financial Instruments

Classificgtion

In the normal course of business, the group uses financial instraments, principally cash and cash cquivalents,
marketable securities, trade and other receivables, related party receivebles/payables, long term loans, trade
and other payablcs and short term bank borrowings

In accordance with International Accounting Standard (IAS) 39, the group classifies its financial assets as “at
furr value through profit or loss” or “loans and receivables” and financial habihties as “other than at fawr value
through profit or loss”.




KPC Holdings (Aruba) A.E.C.

Notes to financial stutements
Year ended 31 March 2009

Fremeial assets at faw value through profit or loss

‘This category comprises of derivative financial instruments, These are subsequently measured at faur value and
any resultant gains or losses are recognised in the consohdated income statement

Loans and receivable

These are non derivative financial assets with fixed or detcrmmable payments that are not quoted 1n an active
market These are subsequently measured a1 amortized cost usmg the effective yield method The amount of
provision 18 recognized 1n the consolidated mcome statement.

'Trade and other receivablcs, related party recervabies and cash and cash equivalents are classified as “loans
and receivablos”,

Fuancial habilies other than at fair value through profit or lass

Financial habilities other than at fair value through profit or loss are subsequently measured at amortized cost
using the effective yield method

Long term loans, trade and other payables, related party payabies and short lerm bank borrowngs are classified
as financial habilitics other than at fair value through profit or loss

Recognition and de-recogmition

The group recognizes financial assets and financtal Lisbilities on the date 1t becomes a party to the contractual
provistons of the mstruments, A financial asset {in whole or in part) 1s de-recogmsed when the contractual nght
1o the cash flows from the financial asset has exptred or the group has transferred substantiaily all the risks and
rewards of ownership and has not retmned control If the group has retained control, it continues to recognise
the financial assets to the extent of its continuing involvement m the financial assel. A financial habihity 15
derecognized when the obligation specified in the contract 1s discharged, cancelled or expired

Regular way purchase and sale of financial assets are recognized using trade date accounting Regular way
purchases or sales are purchases or sales of financial essets that require delivery of assets within the time frame
gencrally ostablished by regulations or conventions in the market place

Measurement

All financial asscts and habilies are measured initially at fawr value Transaction costs that are directly
aitributable to the acquisition or issuc are added except for those financial instruments classified as “at fair
value through profit or loss”,

Far values

The fasr value of financial mstruments other than short tert financial instruments carmed at amortised cost s
estimated by discounting the future contractual cash flows at the current markel interest rates for similar
financial mstruments

lmpairment

A financial asset 1s impaired 1f tts carrymg amount 15 greater than s estimated recoverable amount. An
assessment 5 made at each balance sheet date to determine whether there 13 objective evidence that a specified
asset, or & group of similar assets, may be impamed If such evidence exists any impairment loss is recognised
mn the consolidated mcome statement. The recoverable amount of an interest bearing instrument is determined
based on the net present value of future cash flows discounted et original effective interest rates Any
mmpairment loss 1s recogmsed 1n the consolidated income statement.

Assefs carried at amortived cost

If there 1s objective evidence that an impairment loss on assets carried at amortised cost has been mcurred, the
amount of the Joss is measured as the difference between the asset’s carrying amount and the present value of
estimated future cash flows (excluding future expected credit losses that have not been incurred) discounted at

It
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the financial msset’s original effective mterest rate (.. the effective interest rate computed at ininal
recognition) The carrying amount of the asset 15 reduced through use of an allowance account Any
impainent loss 15 recognised in the consolidated income statement.

If, in a subscquent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an cvent oceurring after the impairment was recogmised, the previously recognised mmpainnent
loss is reversed, to the extent that the carrying value of the asset does not exceed its amortised cost at the
reversal date. Any subsequent reversal of an mpairment loss is recogmsed  the consohdated mceme
statement.

In relation to trade roceivables, a provision for impairment 1s made when there 1s abjective cvidence (such as
the probability of insolvency or significant financial difficultes of the debtor) that the group will not be able to
collect all of the amounts due under the original terms of the invoice. The carrying amount of the recervable is
reduced through use of an allowance account, Impaired debts are derecognised when they are assessed as
uncollectible

Derivatives

In accordance with TAS 29, all derivatives are stated at fair value The fair value of a denvative 18 the amount
for wiich an asset could be cxchanged, or a Hability settled, between knowledgeable, willing parties 1 an
anm’s length transaction. Derivatives with posive market values (unrealised gamns) are mncluded m other
receivables and prepayments and derivatives with negative market values (unrealised tosses) are included in
trade and other payables 1n the consolidated baiance sheet  The resultant gans and losses from derivatives are
included in revenue or cost of sales as appropriate.

The group enters mnto various types of transactions that mnvolve derivative financial instruments A denivative
financial instrument 1s a Financial contract between two parties whose value changes (n response to movenents
in a specified reference price, rate, index or simiar variable that requies a minimal mitial net investment
relative to other types of similar contract, and that 1s settled at a future date. Denwative financial instruments
mcluda forwards, futures, swaps and options

The group also enters into sales and purchase contracls as part of its international operations Where these
contracts qualify as a derivative or inchide an embedded derivative as defined by JAS 39, they arc stated at fasr
value. Fair value is assessed by applying prevailing market prices dwectly to the contract or embedded
derivative, where possible, or by identifying scparate financial instruments which have the same terms and are
readily traded n the relevant markets

Further details of the group’s financial mstruments and risk management approach are provded In note 26
Cash and cash equivalents

Cash comprises cash on hand and demand deposits Cash equivaients are shori-term, highly hquid investments
that are readily convertible to known amounis of cash and which are subject to an msignificant risk of changes
in value,

Leases

Assets held under finance icasss are mitally reported at the fair value of the asset and are capialised in the
balance sheet and depreciated over the shorter of the lease term and theit uscful lives An equivalent hability,
categorised as appropriate under current and non-current liabilities, is included wn the balance sheet

The mterest element of the rental obligations 1s charged to the mcome statement over the period of the leasc
and represents a constant proportion of the balance of capital repayments outstanding

Rentals paid under operating leases are expensed on 2 straight-line basis over the lease term, even if the
payments are not made on the same basis.
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Emissions’ rights

T'he group is a party to the EU Emissions Allowance Trading Scheme under which EU member states are
required to set an emission cap for certain installations. The group records a hability, at famw valuc, for any
deficits arising under this scheme but does not record an asset for any surpluses arising Profits from the sale of
emissions’ surphuses arc shown withm other revenue.

Provisions

Provisions are only recogmised when the group has a present obligation (legal ot constructive) as a result of B
past event, it 15 probable (s.e more likely than not} that an outflow of resources cmbodymg cconomic benefits
will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation,
Provisions are reviewed at cach balance sheet date and adjusted to reflect the current best cstimate. Where the
effect of the time value of money is material, the amount of a provision is the present value of the expenditures
expected to be required to settle the obligation.

Revenac recognition

Revenue represents amounts receivable (exclusive of sales taxes, excise duties and similar levies) i respect of
goods and setvices, Revenue is recognised when goods are delivered and title has passed Interest revenue is
accrued on a ime basis by reference to the principal outstanding and # the effactive interest rate applicable

2. Critical accounting judgements and key sources of estimation uncertainty
Critical Judgements i applying the group’s accounting policies

In the process of applying the group's accounting policies, which are described in note [, management has
made the following Judgements that have the most significant effect on the amounts recogmised m the financial
statements (apart from those involving estunations, which are dealt with below).

Recognition of provisions

The group is subject to a number of matters which could Jead to an outflow of economic benefits, In makmg an
assessment as to whether such matters require either provision or disclosure, management is required to
consider, amongst other factors, whether a constructive obligation exists a1 the balance sheet date and whether
the resulting nisk of an outflow of economic benefits ts probabie (requiring a provision), less than probable but
more than remote {requiring disclosure) or remote (requiring neitherprovision nor disclosure)

In the current year, the most significant judgements made by management relating 1o the above arc

o the extent to which the group has constructive obligations i relation to the clean up of environmental
exposures tn a number of different affihates and charges for environmental damage,

« the extent to which the group has constructive obligations at the balance sheet date in relation 10
varjons restructuning programmes and

s the extont to which it 1s probable that the group will have to make payments i respect of a number of
tax, legal and regulatory disputes 1 a number of different affiliates

Further details of amounts for which either provision or disclosure was deerned to be required are given In
notes 19 and 24 respectively
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Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estunation uncertainty at the balance sheet
date, that have a significant nsk of causing a material adjustment to the carrying amounts of assets and
habilities withm the next financial year, are discussed below.

Measurement of provisions

Having concluded that a provision Is required for a potential cxposure (ses ghove), the amount to be
recognised shall be the best estimate of the expenditure required to seftle the prescnt obligation at the balance
sheet date, taking into consideration any relevant risks and uncertaintics and the time value of money This
requies management to make its best estimates of the likely future outflows, the expected timing of such
outflows and the discount rate to be applied to such outflows, taking into account the risks specific to the
particular exposure Further details of the nature of provisions recorded by the group are provided in note 19.
With the oxception of the provision in respect of the Naples refinery and termmal arca, the mayonty of these
exposures are expected to be settled over a relatively limited number of years which livuts the uncertainty
respect of the time value of money.

Impairment of non-current assets

Determining whether goodwill, intangible assets or property, plant and equipment are imparred requires an
estimation of the value in use of the relevant cash-generating units, The value m use calculation requires the
entity to estimate the future cash flows expected to arise from the cash-generating unit and a suitable discount
ratc in order to calculate present value These calculattons require the use of estimales and the input factors
most sensitive to change have been disclosed in Note 9 for goodwill. The carrying amounts of the rciated assets
at the balance sheet date are disclosed m notes 9,10 and 12 and details of the most significant unpairment
losses arising during the current and prior year are provided in note 5.

Actuarial gans und losses

In calculating the carrying value of its dofined benefit schemes, management is required to apply a number of
pssumptions, the most significant of which are investment growth, future salary growth and discount rate
Further details of the key assumptions and the related financial statement ympact are provided in note 23

Impairment of current assels

The group estimates an aflowance for doubtful receivables based on past collection history and expected cash
flows from debts that are overdue.

Taxes

The group is subject to income taxes in numerous jurisdictions Significant Judgment is required in determming
the proviston for income taxes There are many transactions and calculations for which the ultimate tax
determmation 15 uncertain during the ordinary course of business. The group recognises labihties for
anticipated taxes based on eshmates of whether additional taxes will be due Where the final tax ouicome of
these matters 15 different from the amounts that were mutially recorded, such differences will impact the incotne
tax and deferred tax provisions in the period in which such determination 1s made

Any changes in the estimates and assumptions used as well as the usc of different, but cqually reasonable
estimates and assumptions may have m impact on the canrying values of the deferred tax assets.

14
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3. Income statemeont

Segment information

The group operates substaniially m only one geographical segment, Europe, and in one business sogment, the

refining and marketing of petroleun praducts

Trading with other KPC group companies

Cost of sales includes petroleum products purchased from KPC during the year amounting to
US$ 2,006 4 million (2008 — US$1,221.3 million), Purchases from related parties are made at normal market

prices. Balances due to and from KPC companies are unsecured and seftlement occurs m cash.
Revenuae

An analysis of the group's revenue is as follows

2009 2008
US$'000 Us$000
Sales of goods 17,366,164 16,088,353
Interest 18,902 28,584
Total revenue 17,385,066 16,116,937
Cost of sales
Cost of sales in both the current and prior year represents inventories recognised as expense.
4, Finance costs
2009 2008
US5'000 US$000
Interest expensc 42,894 34,744
Unwinding of discount on provisions 9,659 9,510
52,553 44,254
No intetest was payablo to or receivable from KPC group companies during either year.
5. Operating and administrative cxpenses
2009 2008
US$’000 US$'000
Personnel costs (note 6) 482,131 500,406
Purchased services 728,748 692,771
Utilities, materials and supplies 208,875 217,458
Rental costs 125,313 113,256
Amortisation of intangible assets other than goodwil (note 12) 38,806 36,469
Other expenses 151,639 105,566
Total 1,735,512 1,665,926
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6.

Personnel costs

2009 2008

US$'000 US$’000

Wages, salaries and other social contributions 443,256 448,383
Pension and other reirement benefit expenses (note 23)

- defined contnibution 9,391 8,251

- defined benefit 29,484 43,772

482,131 500,406

The remuneration of the key management personnel of the group, bemg those with the authority and

responsibility for plannmg, directing and controlling its activities, 13 set oul below m aggregate

2009 2008
USs$'e00 US5000
Short-term employee benefits 2,594 i,463
Post-employment benefits 285 186
2,879 1,649
Income tax expense
The income tax expense, ol of which relates to conunung operations, comprises the following.
2009 2008
USS'000  US3000
Current tax expense 155,977 67,908
Deferred tax expense
- relating to engmation and reversal of temporary differences (248,373) 94,697
- arising from previously unrecogniscd tax osses or temporary
differences from prior periods 97 (1,550)
- benefit relating to changes m tax rates 6,741 (31,841)
- anismg from write down of deferred tax assets - 4,010
Total (85,952) 133,224
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Movements m the net deferred income tax liability balance comprise the following.

2009 2008
Deferred tax-movement during the year Us$a00 Uss'000
At beginning of year (296,014)  (188,279)
Bencfit / expense refating 10 the origination and reversal of temporary
differences 248,373 (94,697
Bencfit from previously unrecoghised tax losscs or temporary differences
from prior periods 297 1,550
Effcet of changes 1n tax rates (6,741) 31,841
Write-down of deferred tox assots - {4,010}
Currcuicy translation differcnces 30,604 {42,419)
At end of year (23,481)  (296,014)
‘The reconciliation of the effective tax rate to the statutory tax rate 15 as follows:
2009 2008
Deferred tax-movemend during the year Uss'000 USss*'000
Accounting (loss)profit before tax {540,411) 615,960
Tax at the apphcable weighted average tax rate for the group of 9 1% (2008-
27.7%) {48,980) 170,792
Tax effect of income ot taxable and expense not deductible in determmning
taxable profit 12,522 (5,727
Change in opening deferred taxes relating to changes in tax rate 6,741 (31,841)
Tax effect due to one-off government tax measures {(56,235) -
At end of year {85,952) 133,224

The tax effect of one-off government tax measures relates to temporary differences reversal on inventory value
and fixed asests following two differcnt government tax measures in ltaly Whilst i the past different fiscai
rules were applymg to inventory value and fixed asset dopreciation, according 10 these two measures taxable

income or/and deductible expenses related to inventory and fixed assets aré now ahgned

compared to statutory

accounting Accordmgly temporary differences and corresponding tax effect have been reversed during the

year producing a one-off profit and loss benefit on deferred taxation.
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Components of deferred tax assets/(liabilities) arc as follows:

2009 2008
USS$* 000 USS'060

Retirement benefit obligations (4,430) (5,674)
Provisions book over tax 1,356 2,693
Accelerated tax depreciation 9,689 (34,514)
Inventories valuation book over tax (1,375)  (226,157)
Tax losses carried forward 206,792 135,827
Other 2,122 2,872
Total temporary differences 214,154 (124,953)
Unrecognised portion of deferred tax asset arising from.
- deducnible 1emporary differences (36,907 (38,512)
- unused tax losses (200,728)  {132,549)
Net recognised deferred tax Hability (23,481)  (296,014)
Compnising®
- deferred tax asset 16,639 16,758
- provigion for deferred tax habilities {40,120)  (312,772)

(23,481)  (296,014)

2009 2008
US$000 US$000

Movement of net recognised deferred tax liability comprising
- credited /(charged) to consolidated income statement 241,929 (65,316)
- credited /(charged) to foreign currency translation reserve 30,604 (42.419)

272,533 (107,735)

‘The unrecognised deferred tax asset 1 respect of deductible temporary differences and unused tax losses arnses
due to the uncertainty of realisability. In relation to the unused tax losses, approximately USS 86 mulhion will
expire within three years, anather equivalent amount will expire nine years after reahsation with shortest expiry
date in five years time, whilst the remamder have no expiry date Certamn tax losses have been recognised as
asscls 03 management considers 1t probable that future taxable profits will be avatlable agamst which the fosses
can be utiised The deferred tax asset shown above includes US$ 5 3 million (2008 - US$ 12 million) in
respect of countrics where losses have been incurred in etther the current of prior reporting period but where 1t
is expected that the rclevant affiliate will generate taxable profits in the future
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9,

Undistributed earnings of foreign subsidiartes at 31 March 2009 were approxnnately USS 508 mullion (2008 -
US$860million). Deferred taxes have not been provided on these undistnbuted earnings since it 1a the group's
intention, for the foreseeable future, to fund any potential futurc dividends either via the retained camings of
the group's holding company or via the repatriation of earnings from subsidiaries on which no tax ariscs

Dividends

2009 2008
USs'000 US%600
Amounts recognised as distributions to equity holders duning the year.

Dividend proposed of US$ 20,000 per share (2008: US$ nil) 200,000 -
Goodwill
The movement in goodwill during the year was as follows
2009 2008

US$000 US$’000
Cost
At beginmng of year 291,938 251,336
Acquisitions 1,194 1,280
Disposals (647) -
Currency translation differences (39,834} 39,322
At end of year 252,651 291,938

Accumulated impairmeat
At begmnng of year 41,277 41,271
Charge for the year (sec note 5) - .

At end of year 41,277 41,277
Net book value at 31 March 211,374 250,661
Impairment testing

The group determies whether goodwill or itangible assets are wmpaired at less! on an annual basis This
requires an estimation of the recoverable amount of the CGUs to which these items are allocated. lhe
recoverable amount is determined based on higher of fair value fess costs to sell andvalue-in-use calculations.

Management used the following approach to determme values to be assigned to the key assumptions m the
value 1 use calculations These calculations use pre-tax cash flow projections based on five year business
plans approved by management assuming a growth raie not tugher than 2% after the first year, The cash flows
are discounted at a pre tax discount rate of 6% to 10%. The recoverable amount so obtained was significantly
above the carrying amount of the CGUs.

The group has performed a sensittvity analysis by varying these input factors by a reasonably possible margs
and assessing whether the change in input factors result in any of the goodwill allocated to appropriate cash
generating units being impaired. Based on the above analysis, there are no mdrcationsof farther impairment in
goodwill included n any of (e cash generating units.
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11.

Investments In and loans to associates

The movement during the year was as follows:

2009 2008

US$'000 Us$000

At beginming of year 43,385 33,902

Share of profit of associated companies 5,149 2,380
Dividends received (2,760) (2,461)

Advance to, net 341 2,891

Currency translation differences (7,045) 6,673

At end of year 39,070 43,383

The principal investments tn associated companies at31 March 2009 were us follows

Incorporated n Italy . De Co and Continentale Italiana (both 25% held);
Encrgas S p.A, (33% held),
Dicomi Srl, Merstrans S.p.A, Mares Stl,

Petrol Fuel S.p.A., Logistica Transporti GKappa S.p.A and
BK Transport1 (each 50% heid)

Incorporated m Luxembourg « Transport Becker SARL

Aggregated amounts refating to the above associates are as follows

2009 2008

US$*000 US§'008

Total assets 279,662 322,204
Total liabibities (188,848)  (215,885)

Revenues 381,345 442,846

Profit 10,934 2,793
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12.  Other non-current

Intangible assets other than goodwill (sce below)

assets

Investments i and loans to Jomt ventures and consortia
Investments i other companles

Deferred chavges
Dealer loans

Government receivables

Other

Other non-curtent assets include cost refated to the development of a refinery inChine

Intangible assets other than goodwill
Movements 1n the net book value of intangible assets other thangoodwill duning the year were as follows,

At beginning of year

Additions
Disposals
Amortisation

Foreign exchange translation

At end of year

The above prlmanl?r
1

of the group’s reta

2009 2008
USS'000  US5'000
184,165 220,726
57238 44,398
7,580 7,580
15,471 17,867
4,312 5,625
28,990 35,400
21,006 15,630
318,762 347,226

2009 2008
USS'000  US$000
220,126 195,59

36,093 26,203

1,076 (52)
(38,806)  (36,469)
(34,924) 35448
184,165 220,726

consists of licences, concessions nghts and contributions to dealers mnvestments in respeet
network together with caprtalised software development costs

Investmenis in joinl veniures

Country of
Joiat venture business
OKQ8 AB Sweden
Raffincria di Milazzo Sp A Italy
Nghi Son Refinery & Vietnam
Petrochemcal Ltd

Principal activities

Marketing of petroleum products
Refiming of petroleum products
Refining of petroleum products

Ownership interest

50%
50%
I5 1%
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13,

The group’s share of the assets, liabilities, income and expenditure of the significant jointt ventures accounted
for by the proportional consohdation method are as follows

Assets

Current assets
Non-current assets
Liabilitics

Current liabihtics
Non-current habslities

Net assets

Income statement
Income
Expenses

Cash flows arising from:

Opcrating activities (before working capital changes)
Operating activities (after working capital changes)
Financing activihes

Investing activities

Inventories

Crude oi] and refined products
Spare parts, materials and supplies
Excise taxes on mventories

Raffineria di Milazzo

OKQS AB S.p.A.
2009 2008 2009 2008
USS'000  USS'000  USS'000  US$000
203,395 365,627 36,485 61,853
109,180 153,608 279,828 328,740
(152,812)  (314.293) (115931)  (159,857)
(21,182)  (45.627)  {15393)  (17.439)
98,581 159,315 184,989 213,297
1,044,844 1,027,074 267,695 264,340
(1,059,096) (1,026,942)  (262,355)  (264,132)
(3,930) 23477 45,742 50,434
10,395 (1,582) 47,889 47,234
(13,178) 39,108  (12,645)  (20,248)
(18,639)  (21,867)  (34993)  (27,100)
2009 2008

USS'008  US$000

1,032,061 2,240,114

35,723 47,333

30,820 36,193

1,098,604 2,323,640

At 31" March 2009 individual affiliates performed comparison between inventory value at cost and net
realisable value as per IAS2 and recorded a total nventory write-down to market value of $94 mllion,
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14,  Other receivables and prepayments

VAT and other indirect taxes

Exchange and other supply related receivables
Prepaid expenses

Deposits

Other claims

Income tax recoverabie

Other

15.  Related party recelvables

Owed by parent company - KPC
Owed by KPC group companies

2009 2608
USS'000  USS'000
48,689 70410
36,738 68,986
52219 66,734
80,828 80,181
42,179 47,678
49,208 96,062
51,343 51,628
361,204 481,679
2009 2008
US$'000  USS'000
801 1,546
1,949 2,103
2,750 3,649

For the year end the group has not rmsed any provision for doubtful debts relating to amounts owed by KPC

graup compantes

16,  Share capital

Authorised, allotted and paid-up:
10,000 coramon stock shares of US$1 each

17.  Long term loans

1 April
2008  Additions
Us$ oo USS'¢00

Current portion

External - unsecured 90,919 -
Long-term portion

Lxternal - unsecured 60,670 -
Total 151,589 -

2009 2008
US$'000 USS'000
10 10

Foreign
currency 31 March
Transfors Repayments  (ranslation 2009
US5'000 US$' 000 Us$'600 US3°G00
53,267 (53,297) {14,398) 76,521
(53,297) (1,236) (6,137) -
- (54,533) {20,535) 76,521

The external loans are denommnated m Euro and bear varnous mterest rates. However the mafority of the loan
balance bears interest at a rate of EURIBOR plus a margin specific to cach loan Certain of the Joan balances
nclude covenants relating to thestatutory financial position of the relovant subsidiary.
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18.

19,

The repayment terms of total long-term loans subsequent to the balance sheet datc are as follows:

Due in tho second year
Due in the third to fifth years

Other non-current linbilities

Termmatton mdemnity obligations
Other

Provisions

At 31 March 2008

Provisions made during the year
Unwinding of discount
Provisions reversed during the year
Provisions used during the year
Foreign currency translation

At 3 March 2009

Current portion of provisions
Non-current portion of provisions

Refinery closure

2009 2008
US$’000 US$’000
- 60,670
- 60,670
2009 2008
US$000 uUsE000
3,519 4,085
1,679 3,022
5,198 7,107
Naples
Refinery  Environ- Restructuring Other Total
closure mental
Uss’ 000 US$ 000 US$'000 US$'000 USS'¢00
78,614 103,951 11,838 18,539 212,942
{4,500) 33,738 210 3,180 32,628
7320 2,338 - - 9,658
- (7,361) (484) (1,599 (9,444)
- (7.464) (7,792) (1,409) (16,665)
(12,629} {17,887) (1,467 (3,602) (35,585)
68,805 107,315 2,305 15,109 193,534
3,905 7,305 1,030 - 12,240
64,900 100,010 1,275 15,109 181,294

The group has provided for the clean-up costs associated with closure of a refinery n Italy, Allowance has
been made for the net effect of inflation and discounting The costs are expected to be incurred over the next

eight years

Environmental

The provision mn the current year mamly relates to an Environmental Damage lawsuit recerved m July 2008 by
the Environment Minstry in respect of alleged environmentat damage on one of the group’s industrial sites in
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Italy. The Board was made aware of the contingent hiubihty Jast year, but at the time of the 2007/08 Financial
Statement issuing a formal request was not yet received and the group thercforc was not able to rehably
estimate any potential liability as of 31 March 2008, Accordingly, no amount 1 relation to this matter was
ncluded neither in provisions nor in contingent liability

While no quantified claim has yet been received from the Mimstry which inttiated the lawsun, data from local
governnent and other official parties mvolved n the process enables the group to make a reasonable ostimate
of the likely cost The estimate 15 based on an assumption of a final settlement by means of a transaction, but
it is of course recognised that this may not prove to be the cventual outcome should the group decide to opt for
the litigation.

As with all provisions of this nature this one will be reviewed annually going forward and adjusted 1n the hght
of events The element in the provision which 1s quantified by a process of discounting 1s expected Lo be
unwound each year

The group has provided for costs associaled with environmental clean-up, principally relating to Belgwim and
Italy. In Belgm, costs are expected to be incurred in the next one to four years and have not been discounted
as the net effect of interest and inflation is not considered to be material There is @ related non-current
government recewvable (see note 12) which relates to contributions to clean-up costs received from a scheme
funded by fuel levies set up by the Belgian government In Italy, in respect of logustic facihties, the costs are
mainly expected to be icumred over the next 22 years and have been adjusted for inflation and discounting
whereas in respect of refining activities the costs are expected within 2 years and have not been discounted as
the related effect was not significant,

Restructuring

‘This provision ncludes costs assoctated with business restructuring in respect of the group’s operations n
France and Italy as well as the relocation of certam group management and head office functions Thes¢
provisions have not been discounted as the net effect of interest and inflation 1s not considered 1o be material

Other

The group has provided for the cost of closure of certain service gtations in Sweden which are no longer
constdered economically viable. Provisions have also been made in respect of various claims incired m the
normal course of busincss and principally relate to tax, legal and regulatory disputes in 2 number of different
affiliates, all of which are bemg vigorously contested by the group Al claims are expected to be settled within
one to five years and may carry interest. The provisions have not been discounted as the net effect of mterest
and mnflaton rates 1s not expeeted to be material
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20.

.

22.

Trade and other payables

Trade payables

VAT and other indirect taxes

Personnel costs

Interest payable

Exchange and other supply related payables
Accruals and other expenses payable

Total

Related party payables

Owed to parent company — KPC
- dividend payable
- trade payablc

Total

Amounts owed to parent company do not bear mterest (2008 nii%)

Short term bank borrowings

2009 2008
US5'000 Us$*000

1,222,045 2,031,481
555,222 581,390

57,382 67,335
807 6,148
25,086 58,022

138,999 174,913

1,999,541 2,919,289

2009 2008
US§'000 US$*000
100,000 -
90,179 5,541
190,179 5,541

Short term bank borrowings are unsccured, are denominated in the currency of the country i which the
borrowing occurs, and bear interest at applicable market rates, Bank overdrafts are repayable on demand

The movement during the year was as follows'

Short-term bank overdrafts
Short-term bank loans

Total

At Foreign At

1 April Net currency 31 March
2008 movements transiation 2009
US$'000 Uss’000  US$*000 US$'000
66,048 (54,139) 22,851 35,660
263,134 59,744 (52,160) 270,712
330,082 5,605 29,315 306372
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23

Consolidated cash flow statement
(a) Reconciliation of consolidated profit for the year to cash generated by operations
2009 2008
US$'000  USS 000
(Loss)profit for the year (454,459) 482,736
Adjustments for.
- depreciation 237,149 252,599
- amortisation 38,806 36,519
- impamment of non-current assets - -
- gain on disposal of fixed asscts (4,364) (380}
- share of operating profit of associated companics (5,149 (2.380)
- finance cost, nect 33,651 15,670
- taxation (85,952) 133,224
(Increasc) i other non-current assets (40,602) {10,349)
Increase / decrease In provisions 6,519 (8,744)
(Decrease) / Increase in other non-current habilities {5,088) 883
Operating cash (outflows)/ mflows before changes im working
capital (279,489) 899,778
Decrease / (increase) i nventories 888,971 (562,164)
Decrease w trade and other receivables, prepayments and related
party receivables 536,333 92,815
(Decrease) / Increase n trade and other payables and related party
payables (389,974) 64,112
Decrease / (Increase) in working capital 1,035,330 (405,237)
Cash generated by operations 755,841 494,541
(b) Analysis of changes in cash and cash equivalents during the year
Bank
Cash overdrafts Total
US$'000 USS'000  USS' 00D
Balance at 1 April 2007 316,089 - 316,089
Net decrease in cash and cash equivalents (67,012)  (56,183)  (123,195)
Effect of foretgn currency translation 35,456 (10,765) 24,691
Batance at 31 March 2008 284,533 (66,948) 217,585
Net increase in cash and cash equivalents 234,583 54,139 288,722
Effect of foreign currency Uanslation (42,956)  (22,851) (65,807)
Balance at 31 March 2009 476,160 (35,660) 440,500

The cash and cash cquivalent balances shown above exclude marketable securities of US$ 77,000 and

US$ 92,000 at 31 March 2009 and 2008 respectivoly.
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Financial commitments and contingent liabilities

Capitat commitments

2009 2008
USsS’000 US$ 060
Amounts contracted for 110,350 132,088
These commitinents relate almost entirely to tangible assets
Operating Lease commitments
The mimimum rentat commitments under operating leases fall due as follows
2009 2008
US$' 000 US$ 000
Within 1 year 111,166 113,975
Between 2 and 5 years 245,220 278,409
After 5 years 185,162 216,610
Total opcrating lease obliganons 541,548 610,994

Contingent liabilities

The group had contingent lmbilities of approximately USS$ 511 muliion at 31 March 2009 (2008
US$59 1 mullion). These principally relato to a vanety of tax, legal and regulatory disputes, all of which are
being vigorously contested by the groupand can be summarised as follows'

2009 2008

US$’000 US$ 000

Environmental 10,488 16,144
Tax disputes / claims 15,734 19,390
Legal matters 22,042 20,068
Warranties and guaran{ees 2,813 3,481

51,077 59,089

During the current year one of the group’s affiliates progressed discussions with the local authonties for soif
remediation at one of their refining facilities, It 15 not possible to reliably estimate the ultimate obligation as
neither the technology to be used nor the timing of the remediationis currently known. Accordingly, no amoutt
in relation to this matter is included i the figures shown above

During the prior year the group was been made aware that one of its indusirial sites in Italy conld be the subject
of a claim by the Environment Mimstry in respect of alleged environmental damage At that time a formal
request had not been received and the group therefore behieves that it was not possible to reliably estimate any
potentsal liability as of 31 March 2008 Accordingly, no amount in relation to this matter 13 included m the
figures shown above During 2008-09 a provision has been made as commented in note 19

One of the group's Jomt venwres s subject to claims for alleged breaches of duty to the workers of its
contractors m previous years, resulting in exposure to certain industrial diseascs At present legal procoedings
are at a preliminary stage and it is not possible to reliably estimate the potential habilities, if any Accordingly,
no amount in relation to this matter is included in the figures shown above,
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Pension and retivement benefits schemes

As described in note 1, the group operates pension arrangements for its employees in rost countries The total
pension charge of the group for the year was US$ 38 9 mullion {2008: US$52 0 miflion)

Defined beneflt schemes

The principai defined benefit schemes operate in the United Kingdom, Sweden, The Netherlands, Belgium and
Italy Provisions for pension obligations are established for benefits payable in the form of retirement,
disabihity and surviving dependent pensions. The benefits offered vary according to the legal, fiscal and
economic conditions of each country Benefits are dependent on years of service and the respective employee’s
compensation

Further details in respect of these schemes are given below:
United Kingdom

There are two defined benefit schemes which operate in the United Kingdom which are now closed to the
majority of the employees Current membership stands at 119 (2008 128) The asscts of the schemes are held
in separately admimstered trust funds  The pensions charge for the yeor amounted to US$3.9 mithon (2008,
1JS$8 5 muilion)

The latest actuarial update took place as at 31 March 2009 and this showed that both funds were in deficit The
main assymptions used m the actuanal vatuations were an expected retumn on assels of 4 9% per annum (2008:
6 9%), an annual salary increase of 4 2 % (2008 5.1%) and a discount rate of 6 8% (2008 6 4%) The rate of
mflation assumeds2 7 %,

Contributions expected to be paid to the plans during the annual period beginning after the balance sheet date
amount to USS5 4 million

Plan Assets 31 March 2009
Assat Categary Percentage of Plan  Expected Return on
Asscls Plan Asscts
[ LCquty Sceuriies 4] 6% 77%
2 Debt Sceuntes 52 3% 4 1%
3 RealEstate 15% 72%
4  Other 4.6% 1.0%
Total 100.0% 235

The expocted return on #sset assumption has been derived by considering best estimates for the mam asset
classes. The overall expected rate of return on pian assets is determmed by taking the welghted average of the
expected rates of return of the individual asset classes, weighted in lme with their distribution n the fund
Equities: Set equal to price inflation plus 5% p.a {resultng in 79%) Corporate Bonds® Set equal to the yield
on the iBoxx over 15 year AA non-gilt index (4 8%) Gults, Set equal to the yield on the FT Actuanes over 135
year gilt index (4 2%). Property* Sct equal to equity retumns less 0 5% p.a (7 4%) Cash Set equal to the bank
basc ratc (1 0%)

The Netherlands

This defined benefit scheme operates in the Netherlands and 15 open to employecs withmn the group’s Dutch
compames, There are currently 524 scheme members (2008 501). The assets of the scheme are held i a
scparately admmistered trust fund The pensions charge for the year amounted to US$14 7 mition (2008,
US$22 9 millicn)
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The last actuarial update took place as at 31 March 2009 and this showed that the schemc was in deficit  The
actuarial valuation was carred out assuming an expected return on assets of 4 8% per annum (2008. 4.8%),
future salary growth of 3 0% per annum (2008. 3.0%) and a discount rate of 5 8% (2008 5 5%) The rate of
inflation assumed is 2%

Contributions expected to be paid to the plan during the annual period beginning after the balance sheet date
amount to US § 18 5 mullion

Plan Assets 31 March 2009
Assei Category Percentage of Plan  Expected Return on
Asscts Plan Assels
1 Gquity Securitics 25.5% 8.7%
2 Debl Sccuntics 7 4% 3 1%
3 Other 11% 81%
Total 100 0% 5.8%

The expected retum on asset assumption has been derived by considering best estmates for the main asset
classes. The overal] expected rate of return on plan assets 1s deternined by taking the weighted average of the
expected rates of return of the individual asset classes, weighted m line with their distribution m the fund
When determimwg the assumed rate of return on cquities, considerations are made about the current
enviropment and assumptions prevailing 1n the market, such as mterest rate, price, earnings forecass (IBES),
and current estimates of long-term growth and inflation end the current economic cycle An estimate of the
return on fixed mncome is based on the assumptions on yield curve and the development of the market profile of
Furozone Treasury notes.

Belgium

Belgium has defined benefit schemes open to members of the group’s Belgian companies There arc cuttently
292 scheme members (2008. 262) A portion of the assets of the schemes are held in & separately admumnistered
trust fund with the balance being an unfunded obligation which is valued arnually The pension charge for the
year was US$ 2.3 million (2008 US$4 5 million)

The last actuaral update took place s at 31 March 2009 and this showed that the scheme was m deficit. The
valuation assumed an expected return on assets of 4 2 % per annum (2008. 4.2%) end future salary growth of
30 % (2008: 3.0%) and a discount rate of 5 8% (2008: 5,5%). The rate of inflation assumed is 2%.

Contributions cxpected to be paid to the plan during the annuat period beginning after the balance sheet date
amount to US $ 1 6 million

For the funded part of the scheme, assets are mvested by an isurance company The expected return on asset
assumption has boen derived by considering best estimates for the mam asset classes The overgll expected rate
of return on plan assets 15 determmed by taking the weighted average of the expected rates of return of the
individua! asset classes, weighted in line with their disuibution n the fund 1t 1s sesumed that 90% of the assets
are invested tn government bonds by the insurance ompany
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Sweden

The group's joint venture in Sweden has a defined benefit scheme covering 234 scheme members (2008 259)
The assets of the scheme are held in a separately administered trust fund The group’s share of the pension
charge for the year amountedto US$2 6 million (2008: US$2 | million)

The last actuarial update took place as at 29 February 2009 and this showed the scheme was in deficit The
valuation assumed an expected return on assets of 2 6% per annum (2008 5.3%), future salary growth of | 5%
(2008 3 0%) and a discount rate of 1 9% (2008 4 0%) The rate of inflation assumed is 1%

Contributions expected to be paid to the plan during the annual period beginning after the balance sheet date
amount to USE0 7 million

The expected return on plan assels is based on market expectations, at the beginning of the period, for returns
over the cntire life of the related obligation It reflects changes mn the fair value of plan assets held during the
period as a result of actual contributions paid into the fund and actual benefits pasd out of the fund The plan
assets are held approximately 70% government bonds, 13% equities, 11% property and 1% cash,

Italy

Employees in the group’s Italian operations are entitled to retirement benefits in the form of tenmination
allowances The number of employees covered by the scheme during the year was 1,167 (2008 1,138) The
scheme 15 unfunded. The total charge for the year amounted to US$5.9 milhion (2008 USS5 7 milhon).

The latest actuanal update took place at 31 December 2008 and this showed that the scheme was 0 deficat
The valuation assumed future salary growth of 2 0% (2008 3 0%) and a discount rate of 5 8% (2008 5.4%)
The rate of mflation assumed is 2% Contributions expected to be paid to the plan durmg the annual period
beginning after the balance sheet date amount to US$0 9 million.

The following table reconciles the funded status of defined benefit schemes to the amounts recogmised i the
balance sheet.

2009 2008

US$000 USs°000
Present value of funded defined benefit obligations {570,904)  (732,395)

Farr vafue of scheme assets 532,187 720,497
Adjustment for limit on net asset - (24,219)

Unrecogniscd actuarial loss 20,172 26,119
Net funded defined benefit scheme (hability) / asset (18,545) (9.998)
Present value of unfunded obligations {43,144) (57,504)
Unrecognised actuartal (gain} / losses 12,461 {(134)
Net unfunded defined benefit scheme hability (30,683) (58.638)
Net liability recognised tn the balance sheet - (49,228) (68,636)
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This 15 recorded as follows:

2009 2008
USS*000 US$*000
Penston assets 1 respect of funded defined benefit schemes 9,164 7,792
Pension habiliies in respect of unfunded obhgations (45,469 (58,638)
Pension liabihties w respect of funded defined benefit schemes (12,923) (17,790)
Total pension ltabtlities (58,392} (76,428)
Net liability recogmsed i the balance sheet (49,228) (68,636)
Pengion expense comprises the following,
2009 2008
Uss 000 USs$'000
Current service cost 13,460 19,003
Interest expense on obligations 38,943 34,437
Expected loss on scheme assets (34,842) (35,790)
Net actuarial losses recognised 33,618 4,539
Past service cost (127) 271
Gain on curtailments/settlements (202) (520)
Adjustment for fimit on net asset (21,366) 21,832
Total pension expense for the year 26,484 43,7172
I'he actual loss on schieme assets dunng the year was USS 50 3 mithion (2008. US$32 3 anthon)
The movement in the net hability recognised m the balance sheet was as foliows:
2009 2008
US$'060 Us$'000
Net lability at 1 April (68,636) (51,916)
Net expense recognised in the income statement (29,486) (43,772)
Contributtons 36,978 35,951
Currency translation differences 11,524 (9,259)
Other 392 360
Net liabulity at 31 March (49,228) (68,636)

The principal actuarial assumptions with respect to wvestment growth and salary increases used to determuine
pension obhgattons as of 31 March 2009 are sct out 1n the regpective country notes above The other key
assumption 1$ the retirement benefis creases which are consistent with nflation rates prevailing in the relevant
countries
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The movements i the gross Defined Benefit Obligations was as follows,

2009 2008
US$000 US$*'000
Balance at April Ist {790,299)  (715,930)
Current service cost (13,461) (19,003)
Interost Cost (38,943) (34,437
Contributions by plan participants (2,355) (2,242)
Actuarial gain/(loss) 36,056 33,430
Benefit Payments 44,540 43,011
Plan curtailments/settletents 23 415
Other 410 120
Currency Translation differences 149,981 (95,663)
Balance at March 3 1st {614,048)  (790,299)
The movements m the gross Fair Value of Scheme Asset was as follows'
2009 2008
US$'000 Uss$ 000
Balance at Apnl 1st 720,497 640,050
Expected return on net assels 35,103 34,928
Actuanal gain/(loss) (85,141} {36,695)
Contributions by plan participants 2,355 2,243
Contributions by employer 36,978 35,951
Benefit Payments (44,827) (44,323)
Other - (430)
Currency Translation differences {132,778) 88,778
Balance at March 31st 532,187 720,497

Defined contribution schemes

In addition to the defined benefit schemes described above, the group's affiliates m Denmark sponsor defined
contribution schemes based on the local practices and regulations The schemes cover full ime employees and
provide for contributions of 8.9% of salary, The schemes currently cover 1,298 employees (2008 1,30!) The
penston charge for the year amounted to US$ S 4 mullion (2008 US$4 8 million).

The group’s jomnt venture in Sweden also has a pension scheme coveringl,143 erployees (group share) (2008

1,385) which has been accounted for using defined contribution principles. The group’s share of the pension
charge for the year amounted to US$ 3 2 million (2008 US$3.2 million) This schems is a multt employer
defined benefit plan which covers a substantial portion of employees within Sweden The fund manager of this
scheme has advised companies to adopt defined contribution principles as it has not been able to allocate the
underlying assots and liabilities of the scheme to wndividual companies on a consistent and reasonable basis

The scheme is currently in an overall surplus position
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26.

Financial instruments and risk management

The group operates internationally 1n commodity-based markets, As a result, it can be affected by changes in
crude o1} and petroleum product prices, exchange rates, and inferest rates  The group seeks to manage tho risks
arising from thesc external factors using a number of methods, some of which mvolve derivatve imstruments
The group does not use derivatives for speculative purposcs

The financial assets and Hatlittes of the group are

$ million 2009 2008
L.oans and Recelvables 1,869 2,518
Cash 176 285
Trade Reccivables 1,E54 [,948
Other Reectvables 239 286
Financial Liabilities valued at amortised cost 1,946 2,687
Short Tern Borrowings 106 330
Tratle and Other Payables 1,520 2.201
Long Term Loans 77 152
Other Non Current Ligbilities 43 4

The Group’s financial nisk management objectives and policies are detailed below and the accounting polictes
adopted for financial mstruments entered 1nto as a result of these policies is detailed n note 1.

Qil price risk management

The group considers that volatilily mn o1l prices is a regular part of its business environment  In its normal
tradmg, 1t attempts as far as possible o match s purchasing arrangements to its marketing needs in order to
mnimise risks associated with o1l price movements during the period of stock-holding and processing To
cover exceptional ciroumstances, the group has a hydrocarbon risk management policy m place under which it
may make use of derivative instruments to hedge oil price related risks At the current and prior year end no
derivative instruments were heid.

As at 31 March 2009, the notional quantity of such commodity swaps was 450 000 barrels of Crude Brent
(2008. KD nil), none of which extended beyond 12 months. The net fair value of these swaps was a liability of
USD 2 5 mullion at 31 March 2009 (2008: Nil)

Foreign exchange risk management

The group primarily conducts and manages 1ts business in Euros but it also holds significant cash balances in
other currencies such as GB Pounds, US Dollars, Danish Krona and Swedish Krona

Group companies continuously seek to identify and measure all risks atising from movements 1 foreign
exchange rates  Such risks are routinely hedged using a variety of methods, including derivatives such as
forward cutrency contracts and options. Others, as a matter of policy, are ot hedged. For example, the local
currency value of the group holding company's Investments in its subsidiary companies is considered likely to
move in a manner which will broadly offsct the effects of cxchange rate movements between the locat currency
and the US dollar 1n the long term. As a result, investments in subsidiary companies’ net assets are not hedged
Nor does the group attempt to offset the hnpact of movements in the US dolla on the group's consolidated
carnings and financral position ansing from the translation of wmdividual subsidianes’ results into US dolhrs for

group reporting purposes
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The principal source of foreign currency risk which Is hedged routincly relates to the marketing subsidiaries'
putstanding product supply accounts payable, which are mainly expressed 1n US doflars  Any (dollar-valued)
products mventory that has not been hedged separately through US dollar denominated borrowings is offset
first agamst the dollar accounts payable These exposures, along with other iransaction risks related to currency
movements between commitment or billing and payment, are fully hedged using derivative instruments such as
forward currency contracts or, particularly in the case of uncertam exposuros, options. Group subsidiaries arc
required to conduct all significant foreign currency wansactions, including those involving dervative
instruments, through the central group treasury service company The majority of the balances at 31 March
2009 relating to forward exchange contracts were in Euro/US$, Pounds Sterling/US$ with smaller amounts n
Danish Krona and Swedish Krena

All foretgn currency derivative instruments are marked to market at the end of cach month. At year end the
gross contract amounts of such contracts, none of which cxtended beyond 12 months, were as follows

2009 2008
US$000 US$’000
Forward exchange contracts 534,687 973,238

The impact of a +/- 10% change in foreign exchange rates would not have a material impact on the profit or net
assets of the group.

The net fair value of these contracts was a hability of USD 3 17 muflion as at 31 March 2009 (2008 USD 9 51
million}

Interest rate risk management
The group 1s exposed to mterest rate risk as entities 1n the group borrow fundsat both fixed and floating rates

The group considers that there 1s a degree of natural hedge between 1ts operating income and its nterest rate
exposure, related to economic activity in s areas of operation., Accordmgly 1t will not normally try to hedge
against interest rate movements All material debt bears interest at floating rates,

In conjunction with the central group treasury, subsidiaries consider whether any abnormal conditions may
make it appropriate to manage intcrost ratc movement risk through borrowing at fixed rates over different
maturities and through the usc of dervative instruments such as forward rate agreements, terest rate swaps,
and options on interest rates  Therc were ro such instruments in place at either 31 March 2009 or 31 March
2008 The group also earns mierest on its cash and short term highly liquid mvestmens

1£ interest rates had been 1% higher or lower and with all other vanabics held constant, the group's profit for
the year and net assets would decrease/ increase by US$ 4 4 million.

Couanter-party risk management

The central group treasury scrvice company controls counter-party risks in relation to its cash, short-term depostts
and derivative instruments by rigorous screoning and credit assessment of all proposed frading counter-parties
and lumits on total financial exposure with each counter-party ndividually Asa general rule, the group only
deals with banks with the highest national or 1ntemational standing and also limits its credit nisk exposure and is
daily settlement risk with any singic bank to certan specified amounts. Both such exposures are further reduced
by having standardised ISDA Mastcr Agreements, including setoff provisions, with each counter-party
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Credit risk

Credit risk 13 the risk that the counterparty to the contract will fail to perform or fal to pay amounts duc. The
group's principal customers with which 1t conducts business are located throughout the world The group has a
credit policy that govems the management of credit nisk, including the establishment of credit hmits and spectfic
transaction approvals The group hmits credit risk by assessing creditworthimess of potential counterparties
pefore entering into transactions with them and continuing to evaluate their creditworthiness after transactions
have been initiated

Credit nisk with respect to trade recesvables 15 hmited due fo the large number of custamers comprsing the
group's customer base and thewr dispersion across different industries and countrtes Accordingly, the group has
no significant concentration of credit risk Trade reccivables are stated at thew nominal value as reduced by
appropriaie allowances for estimated wrecoverabie amounts. Specific allowances are made on a case by casc
basis and vary from one junisdiction to the other and from one business segiment to the other. The maximum
exposure to credit risk of financial assets 1s equal to the carrying amount

An agemg analysis of the group’s trade and other receivables at 31 March 2009 15 as follows (in LISS million),

Trade and Other Receivables Current  Overdue Qverdue Overdue Overdue Total

$ Mithon Amount <30 Days 31-60Days 61 -90 Days > 90 Days
At 31 March 2009 1,779 30 24 [ 30 1,869
At 31 March 2008 2,403 59 29 4 23 2,518

Allowance for doubtful recervables as at 31 March 2009 amounted to US$ 42 million (2008 US$ 44 miion)

Loans to joint ventures

Unsecured loans have been made to joimt venturcs and consortia i line with the group's ownership percentage.
These are reported in Other Noa-Current Assets as Investments tn and loans to jomt ventures and consortia
These loans are considered fully recoverable from the joint venture in due course.

Liguidity risk

The group has established a financial framework fo cosure that it 15 able to maintan an appropriate level of
liquidity and financial capacity in order to meet its financial and tradmg obligations. In that respect group
Treasury have established with various banks uncommitted credit facilitics for an aggregate amount of US$ 200
million. The ulumate parent company KPC 1s also considered hikely to provide financial support to the group as
a lender of last resource in the case of any unexpected difficulty

An analysis of non-derivative financial habihties by maturity date, on an undiscounted basis and including an
estimate of future contractual mterest payments on long term loans, 15 as follows:

$ Million Ducmlyear Ducin2®year Duem3?te  Ducafter5  Fffects of discount 7 otal
5" yeur years and interest (%) sarryng

value

At 31 March 2009 1,945 1 - - - 1.946
At 31 March 2008 2,627 62 1 - {3 2687

(*) bfTocts ol discounting and future mterest payments s shown separutely

All derivative financial Labilibes are due within one year
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Fair values of financial assets and liabilitics

At 31 March 2009 and 31 March 2008 the carrying amounts of cash and shortterm deposits, accounts recetvable,
accounts payable and accrued expenses, and short-term borrowings approximated their fair values due to the
short-term maturitics of these assets and liabilgies

The fair values of marketable securities, other long-term financial assets and long-term borrowings are not
mateniatly different from the carrying amounts

Capital risk management

The group manages its capital to ensure that eniities 1 the group will be able to continue as going concerns while
maximising the return to stake holders through the optimisation of the debt and equity balance. The capital
structure of the group consists of debt, which mcludes the borrowings disclosed 1 notes 17 and 22, cash and cash
equivalents and equity attributable to cquity holders of the parent, compnising issued capital, caputal contribution,
reserves and retained earings

There were no changes in the Group's approach to caprtal management during the year and the Group is not
subject to extemally imposed capital requirements.

Consistent with others i the ndustry, the Group monitors capital on the basis of the gearing ratio This ratio is
calculated as net debt divided by total capitel Net debt is calculated as total borrowings less cash and cash

equivalents
The gearing ratios at 31 March 2009 and at 31 March 2008 were as follows

2009 2008

Us$'000 USS$* 400

Total Borrowings 382,893 481,671
Less: cash and cash equivalents (476,160)  (284,533)

Net debt (93,267) 197,138

Total Equuly 2,857,932 4,179,895

Total Capital 2,764,665 4,377,033
Gearmg Ratio -3.37% 4 50%

38




KPC Holdings (Aruba) A.E.C.

Notes to financial statements
Year ended 31 March 2009

27, Principal subsidiary companies

The principal subsidiary companies included i the consolidation are detatled below  All subsidiaries are 100%

owned (directly or indirectly) by the company uniess otherwise indicated

Country of registration  Name of company
Netherlands Antilles KPC International NV*
Aruba KPC Finance (Aruba) ALC *
Nrtherlunds KP (Nederland) BV
KP Europoort BV
KP Rescarch and Technology BY
KP Curopc YV
KP Frnance BV
KP Benelux BY
Frgland KP (UK Holdings) Limited
KP International Aviation Cotpany (UK) Limiwd
KP internaiienal Aviation Company Limited
KP International Limited
KP Intornational  reasury Services Limited
KP International Lubrcants (UK) Limsted
International Dicsel Service Limited
Isle of Man Woodstock Insurance Corpany Limited
Jersey Blucbox Limuited*
Ialy Conqord Sp A
KPlatlaSpA
Kuwart Rafflnazone ¢ Chimica Sp A
Thmland KP Aviation {Thasland) Limated
Deamark KP (Danmark) A/S
Hong Kong K P Aviation (Hlong Kong) Limited
Belgium KP (I3cigm) SA
Luxembaurg KP (Luxembourg) SA
Germany KP Grundeigentumsgeselischall GmbH(“KP Grund™)
Spain KP Espana SA
France KP France SA
KP Holding France
KP Avsation France
Crch Republic KP Crech
Poland KP Polska
Australia KP Avistion (Australia)
Ireland KP Iretand
Austra KP Austria
Hong Kong KP China Holdings
Hong Kong Ifong Kong Nansha Investment Company

«  pwned dirgctly by the company

‘*KP’ represents Kuwart Petroleum
Nature of business

Holding company

Finance

Refining and markeung petrolcun products
Refining

Research and technology

Holding company

Holding company

Adminstrative

Holding company

Supply of aviation fuci

Markeung and adrmmistraive
Adminstrative and advisory services
Group treasury services

Marketmg petroicura products

Markeung and refinung of petroleum products
[nsurance

Property management

Murheting petroleum products

Marketing and refining of petroleum products
Petroleum products terminal operations
Supply of aviation fuel in Thailand
Refining and marketing petroleum products
Supply of avianon fucl in Hong Kong
Marketing petroleum products

Marketing petrolcom products

Marketing petroleum products

Marketng petroleum products

Markeung petroleum products

Liolding company

Supply of aviation fuel

international 1escd Scrvices

International Diesel Scrvices

Supply of aviation fuel

International Dicsel Services

International Diesel Services

Holding company

Refimng andl marketing petroleum products
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