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Independent Auditor’'s Letter for Approval of the Report

Date:
To: Whom it May Concern
Dear sir,

Subject: preventive settlement proposal of Mushrif Trading & Contracting Company for
payment of its debts, restructuring
the capital and extinguishing the losses
Application No.2/2023 preventive settlement- Bankruptcy Department
With reference to the above subject, in our capacity as auditor authorized by the Ministry of
Commerce & Industry and Kuwait Capital Markets Authority, and to the statements received from
the debtor/ Mushrif Trading & Contracting Company KSC Closed, kindly find enclosed our audit
report and approval of the preventive settlement plan proposal submitted by Mushrif Trading &
Contracting Company, preserve the equities of the Company shareholders, reduce the

accumulated losses and then advance the Company.

Best Regards

Fatema Sager Al Rashood
Licensed auditor class (A)
Auditors register No.186
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1- Introduction to the approach and use of the preventive settlement proposal:

The present preventive settlement proposal was prepared according to the approved balance
sheets of the debtor, the documents available in its files and according to the technical and
accounting study and declaration of our opinion. This proposal was prepared at the request
of the Company to submit to the relevant bodies to stand on the ability of the Company to
pay its debts accarding to this plan through the amounts due and court compensations likely
to be won in favour of the Company, the information available to us and the viewpoint of the
legal consultant in connection with the claims and judgments issued in favour of the
Company and the amounts expected to be collected under these claims against third parties.
Our task is represented in the presentation and declaration of opinion in this respect.

2- Work objectives and methodology

The work approach for preparing the preventive settlement plan of the Company included
each of the following:

A. Full understanding of the work environment and applicable system in the management of
the financial, technical and claims matters in the Company.

B. Perusal of the new Bankruptcy Law No0.71/2020 and its executive regulation and
compliance with the same, published in Al Kuwait Al Youm issue 1056, year sixty six
dated 25/10/2020, and work accordingly according to the conditions which should be
available in connection with the preventive settlement.

C. Conducting an assessment of the level of operations risks.

D. Study and understand the Company projects and perusal of the claims which the
Company is expected to obtain and revenues expected form them.

E. Observing the monitoring of the aspects of control, risks identification, their financial
impact, the recommendations and measures necessary to reduce the risks.

F. Identification of the opportunities for improving performance.

G. Obtain letters from the external lawyer on the legal position of the court claims filed by
the Company.

3- Overview of the debtor

Mushrif Trading & Contracting Company KSC (Closed) was founded in the State of Kuwait
on 10 January 1968 as a company with limited liability, then transformed into a closed
shareholding company effective 2000. Whereas Mushrif Trading & Contracting Company
KSC (Closed) is one of the major national companies operating in the contracting,
construction, building, roads, heavy engineering and infrastructure works field,. In addition,
the quality of the works implemented by Mushrif Company in the State of Kuwait always
surpassed excellence. Mushrif Company has a good reputation in the quality of
implementation and nominated for being awarded tenders exceeding more than one hundred
million Kuwaiti dinar according to its classification in the Central Agency for Public Tenders
under the first category for each of the civil and construction works and external services
works “roads and sewers”, and classified under the second category for electrical works.

4- Debtor’s main objectives:
Practicing the constructional activities, trading in construction materials, import and trading in
gravel and contracting inside and outside Kuwait, enter in government tenders, and
acquisition of the necessary properties to undertake its activities within the permitted limits
according to the law. The Company may have an interest or participate in any event with
corporations practicing businesses similar to its business or which may assist it to meet 4
objectives inside or outside Kuwait, and exploitation of the financial surpluses available tg:
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parent company through portfoiios managed by specialized companies and enterprises, as
set forth in the memorandum of association and articles of association of the Company.

5- Debtor’s financial position:

The Company incurred serious losses for seven (7) consecutive years since the fiscal year
ended on 31/12/2016 up to the fiscal year ended on 31/12/2022. These losses are estimated
by the amount of KD 84,295,483 (eighty four million, two hundred ninety five thousand, four
hundred and eighty three Kuwaiti dinar). These losses exceed 75% of the capital, which
required inviting the extraordinary general assembly of the Company according to article 271
of the Commercial Companies Law No.1 of 2016 to consider the continuation of the
Company or dissolving it before the date designated in its memorandum of association or
take the appropriate necessary measures, in the manner set forth below.

A. Arbitrary withdrawal and termination of project No. RA/222 and project No. RA/238
The Ministry of Pubic Works withdrew the projects being undertaken by Mushrif Trading
& Contracting Company for the reasons of being implemented according to an unlawful
method, as being the administrative body. The value of such projects exceeded 160
million Kuwaiti dinar which negatively affected the Company activity as a whole. Mushrif
Company faced severe difficulties and challenges in terms of the low financial liquidity
since 2017 as a result of the withdrawal of such projects. The withdrawal resulted in the
owner/Ministry of Public Works' liquidation of the bank guarantees for such projects, the
value of which amounted to more than 16 million Kuwaiti dinar approximately. This
caused the insolvency of the Company and its inability to pay the loan amounts to the
banks financing such projects. Accordingly, the Company discontinued payment of the
instalments due for such bank guarantees, which are in the form of loans, leading ot
freezing all the bank accounts and balances in such banks, represented by Kuwait
Finance House, Warba Bank and other banks. This resulted in delaying the financing of
these existing projects and payment of the salaries and liabilities of the Company on their
due dates regularly. Therefore, the Company filed lawsuits to claim the compensation
due as a result of the unjustified withdrawal of the projects. These lawsuits are still being
deliberated, which we will explain in details afterwards.

B. Corona “Covid 19” pandemic and its impact on the existing projects of the
Company and the Company status
With the start of the Corona pandemic, the Company losses increased in light of the
absence of revenues. In November 2020, the Public Authority for Industry withdrew the
works for contract PIA18, the value of which amounted to 84,800,000 million dinar,
causing more problems. Further, Kuwait Oil Company withdrew its project and the
problems were exacerbated by increasing frequency, in light of the existence of this
situation and there was a struggle from the Company to implement existing projects.

C. The Company’s filing of lawsuits to claim compensation as a result of the projects
withdrawal decision
Mushrif Company filed lawsuits to claim compensation resulting from the withdrawal of
the projects, noting that all such lawsuits are being deliberated at the court. It is expected
that the debtor/ Mushrif Trading & Contracting Company would collect significant
amounts from the claims in these lawsuits.
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D.

Mushrif Trading & Contracting Company’s struggle to pay the salaries of its
personnel and the dues of its creditors and the banks

The majority of the Company’s creditors filed lawsuits to claim their dues as reflected by
the financial position in the financial statements ended on 31 December 2022, noting that
the payment of all the Company’s creditors shall be from the proceeds expected to be
received from the lawsuits filed for withdrawal of the key projects, which we will mention
in the present preventive settlement plan proposal.

6- Indebted Company’s plan to practice the business:

A.

Mushrif Trading & Contracting Company KSCP operates in the field of contracting,
construction, building, roads works, heavy engineering works, and infrastructure works. It
is also registered with the Central Agency for Public Tenders under No.7506 and
classified under the first category for each of the civil and construction works and external
services works “roads and sewers”, and classified under the second category for
electrical works. In addition, the Company is qualified to enter and bid for government
tenders and other tenders for each of Kuwait Oil Company, Kuwait National Petroleum
Company, Kuwait Petrochemicals Company, Ministry of Electricity and Water, Ministry of
Public Works, Public Authority for Agricultural Affairs and Fish Resources, Public
Authority for Industry and Public Authority for Housing Welfare, etc.

According to the registration certificate of the Central Agency for Public Tendrs in the
State of Kuwait, the Company is registered with the Central Agency for Public Tenders
under No.7506 and classified under the first category for each of the civil and
construction works and external services works “roads and sewers”, and classified under
the second category for electrical works. Therefore, the Company is nominated to be
awarded tenders exceeding more than one hundred million Kuwaiti dinars and bid for
government tenders and other tenders for each of Kuwait Oil Company, Kuwait National
Petroleum Company, Kuwait Petrochemicals Company, Ministry of Electricity and Water,
Ministry of Public Works, Public Authority for Agricultural Affairs and Fish Resources,
Public Authority for Industry and Public Authority for Housing Welfare, etc.

Therefore, the Company endeavours to be awarded a number of tenders, after
extinguishing the accumulated losses through the preventive settlement application
intended to be submitted, and obtain the required approval to the same from the
creditors.

Projects under implementations. These projects include each of the following:

Project No. RA/211 for the construction, completion and maintenance of intersections on
the expressways for the service of Sheikh Jaber Al Ahmad City against the amount of 28
million Kuwaiti dinar or any other amount due according to the contract documents in
favour of the project owner/Ministry of Public Works, and currently under the
maintenance works.

Project No.184 for the management, operation and maintenance of Kabad refining plant
against the amount of 1,398,236 Kuwaiti dinar or any other amount due according to the

contract documents in favour of the project owner/Ministry of Public Works, and currently _
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7- Classification of the categories of creditors and amounts due to each of them:

All the creditors of Mushrif Trading & Contracting Company are owners of ordinary debts.
There are no owners of debts secured by a mortgage or privilege over movable or
immovable properties, except the labour dues as determined by the law for having a privilege
over all the debtor's funds. There are no debenture debts owners among the creditors, and
also there are no creditors who are sukuk and standing documents holders. This indicates
that all the creditors of Mushrif Company are ordinary debts owners except labour dues
which are determined to have a privilege right over the debtor’s funds according to the law.

8- Total debts of the affected Company

The total debts of the affected Company amounts to KD 133,307,366 (one hundred thirty
three million, three hundred, seven thousand, three hundred and thirty six Kuwaiti dinar) in
the following manner:

9- Segment (A) banks as affected creditors:

The total ordinary debts of the Company to the affected banks amounts to KD 89,941,775
(eighty nine million, nine hundred forty one thousand, seen hundred and seventy five Kuwaiti
dinar) according to the details set forth in appendix No.(A) of the report on the materialization
of the amounts of the creditors of Mushrif Trading & Contracting Company, issued by Fatema
Saqer Al Rashood Office on 25/12/2023, submitted to the Bankruptcy Department, indicating
the details of the amount due to each bank separately in the following manner:

1- Kuwait Finance House by the amount of (KD 37,061,194/-.)
2- Gulf Bank by the amount of (KD 37,236,431/-).

3- Ahli Bank of Kuwait by the amount of (KD 6,731,024/-).

4- Muscat Bank by the amount of (KD 4,920,140/-.)

5- Burgan Bank by the amount of (KD 2,043,905/-.)

6- Warba bank by the amount of (KD 1,949,081/-.)

10

Segment (B) subcontractors and suppliers as affected debtors:

The total ordinary debts of the Company to affected subcontractors and suppliers amounts to
(KD 37,928,391/-) according to the detail set forth in appendix B of the report on the
materialization of the amounts of the creditors of Mushrif Trading & Contracting Company,
issued by Fatema Sager Al Rashood Office on 25/12/2023, submitted to the Bankruptcy

Department.

11- Segment (C ) affected labour debts:
The total affected labour privileged debts of the Company amounts to KD (5,437,170/-)
according to the detail in appendix C of the report on the materialization of the amounts of
the creditors of Mushrif Trading & Contracting Company, issued by Fatema Sager Al
Rashood Office on 25/12/2023, submitted to the Bankruptcy Department.

12- Unaffected labour debts:

amounts of the creditors of Mushrif Trading & Contracting Company, issued by F;i'
Sager Al Rashood Office on 25/12/2023, submitted to the Banlgfntcy Department. [
. |
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13- Confirming the sustainability of indebted Company’s business

According to the report issued on 2/12/2022 by Fatema Sager Al Rashood Office, auditor
registered with the Capital Market Authority, a technical report indicating the following:

“The business of Mushrif Trading and Contracting Company is sustainable, that the
Company will be able to continue paying its debts that will be subject to preventive settlement
in the normal course of conducting its business, and that after approval of the preventive
settlement proposal, Mushrif Trading and Contracting Company’s business will return to
profitability.”

14- Debtor’s activities which should be stopped or terminated:

The debtor (Mushrif Trading & Contracting Company) has no activities which are required to
be stopped or terminated.

15- Terms and conditions of the settlement of any obligations:

Among the terms and conditions of the preventive settlement proposal intended to be
submitted to the creditors is the Company’s receipt of a deduction percentage by 60% for the
debts due by it to each of the subcontractors, suppliers and banks- segment, in return of
which the balance part by 40% of the total debt shall be paid. This is considered as a final
and comprehensive settlement. As regards labour debts, for the labour debts less than KD
10,000, the company shall pay them in full without any deduction. As for the labour debts
more than KD 10,000, 25% of the value of the debt shall be deducted and the balance
percentage estimated by 75% shall be paid. The payment shall be made from the amounts
received from the final judgments.

16- Proposed performance bonds:

To appoint Kuwait Finance House as payment agent, open a new bank account with it to
receive all the funds which the debtor may collect from the claims and compensations due, in
order for Kuwait Finance House to undertake its role for receiving and distributing these
funds to the debtors proportionately according to the collected amounts. The payment agent
shall receive the proceeds of the amounts ruled in favour of the Company in the new
separate bank account with Kuwait Finance House, head office, in favour of the Company,
and allocated for collecting the amounts due to the Company as a result of the court claims
and cases for the compensations against each of the Ministry of Public Works, Public
Authority for Industry and Kuwait Oil Company. This account shall not be liable to attachment
or execution on it. The account shall be administered and signed for by the payment agent,
and shall be used to distribute the amounts deposited therein according to the terms and
conditions of the preventive settlement. The Execution Department of the Court of First
Instance shall pay all the amounts awarded in favour of the Company as a result of the court
claims and lawsuits for the compensations filed or to be filed by the Company against each of
the Ministry of Public Works, Public Authority for Industry and Kuwait Oil Company, to this
account only.
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17- Any acquisition proposal of all or part of the debtor’s properties

The Company has no basis to submit a proposal for selling all the debtor’s properties or part
thereof on the basis of a going concern and practicing or on any parts, if any, and does not
apply on the current status of the Company.

18- Grace periods and payment discounts

Among the terms and conditions of the proportionate payment proposal is that the debtor
(Mushrif Trading & Contracting Company) would receive a deduction percentage by 60%
over the debts due by it to each of the subcontractors, suppliers and banks, in return of which
the balance part of 40% out of the total debt due shall be paid. As regards labour debts, for
the labour debts less than KD 10,000, the company shall pay them in full without any
deduction. As for the labour debts more than KD 10,000, 25% of the value of the debt shall
be deducted and the balance percentage estimated by 75% shall be paid, without giving
preference to one creditor over the other, as per the amounts received from the claims and
dues owed to the Company, which it shall collect from all the aforesaid filed lawsuits, which
may take from 3 to 5 years from this date in order for the Company to receive such amounts.

19- Transferability of the debt into shares or stakes in the capital of any company or
project -

The Company has no basis or intention to submit the aforesaid proposal, and therefore it is
inapplicable on the current status of the Company.

20- The extent of the possibility of consolidating, creating, replacing, selling, or replacing
any guarantees to implement the protective settlement proposal

The Company has no basis or intention to submit the aforesaid proposal, and therefore it is
inapplicable on the current status of the Company.

21- Proposal of period or periods to pay the full debt:

It is expected to pay the full debt within three to five years of the date of approval and
ratification of the preventive settlement proposal.

22- Extent of the debtor’s need for funding during the proposal implementation, the
objectives and guarantees of this funding

Pursuant to the report on the expected cash flows during the fiscal year ended on 31/12/2024,
the debtor (Mushrif Trading & Contracting Company) needs costs and expenses by the total
amount of KD 1,834,734/820, which is expected to be covered through:

a- Obtaining decision from the Bankruptcy Department for obliging the Bank of Bahrain &
Kuwait to release the payment due to the Company by the amount of KD 984,734/822
retained with the Bank of Bahrain & Kuwait without a legal basis, right and without a
contractual basis, after the date of opening the preventive settlement procedures issued
on 24/12/2023. The said amount was transferred from Kuwait Oil Company for Mushrif
Company’s implementation of the works under contract No.K007 for preparing the pumps
site outside the project and the distribution area in new Alzore refinery.
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b- Obtain the Bankruptcy Department decision for obliging the Public Authority for Industry
to permit the Company to waive the usufruct of plot No.1666 situated in Al Rai area,
block 1, street 7, to third parties, and remove the internal restriction for barring dealing on
the plot.

If the above is materialized, the Company shall not require a new funding.

23- _Mechanism of the creditors’ follow up of the implementation of the proposal and the
reports submitted in connection with its implementation, submission dates and
content

Mushrif Trading & Contracting Company shall submit all the necessary reports according to
the decisions of the Bankruptcy Court every three months and at the end of each year, which
shall be distributed to all creditors, and indicate the status of the financial claims and
lawsuits, as well as conduct the necessary update on them and inform the creditors of the
latest updates.

Further, the payment agent — Kuwait Finance House- would be able to control and pay all the
amounts due to the Company from the court claims and lawsuits directly from the Execution
Department in the Court of First Instance to the bank account under its control.

The payment agent shall distribute any amounts deposited in the payment account on timely
basis according to the payment priority and the following order:

a) Fees due to the Bankruptcy Department and Bankruptcy Committee.

b) The necessary funds determined by the Creditors Committee to the Company to perform
and administer the Company's business for a period of twelve months.

c) The necessary legal and court fees and expenses for undertaking the court cases filed or
to be filed by or against the Company, due to the attorneys, consultants, attorneys,
service providers, etc., in connection with these lawsuits.

d) Payment of the total debts after deduction to the creditors proportionately with the
percentage of the Company’s debt to each of them, except the amounts paid tot eh
Company as a result of the court claims and compensations for a contract or project
which any of the banks under segment (a) to obtain an assignment for the project
contractor, and therefore the payment priority shall be to this bank.

e) The fees of Kuwait Finance House for the management works of the preventive
settlement process and working as payment agent, as determined by the Creditors
Committee.

24- Rights obtained by the creditors according to the preventive settlement proposal
compared with the declaration of bankruptcy

If the preventive settlement proposal is approved, there will be a strong chance for the
creditors to obtain the net total of their debts. It is worth noting that in order for the Company
to obtain final rulings in its favour in the claims and lawsuits, they must be followed up under
the control and insight of the current Company management through the preventive
settlement and under the supervision of the Bankruptcy Court, as it is the only body thagtz
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pleadings, and legal supports that prove the Company's right. Therefore, submitting the
preventive settlement proposal and approval gives the Company’'s management confidence,
which in turn leads to fostering the careful follow-up and supervision of current cases and
providing all legal and technical defenses and relevant supporting documents that prove the
Company’s rights and thus the rights of all creditors.

In the event of bankruptcy, the creditors will receive a value of KD 2,759,336/- (two million
seven hundred, fifty-nine thousand, three hundred and thirty-six Kuwaiti dinars) of their debts.
This amount is represented by the debtor’'s assets and funds at the present time.

From our point of view, declaring bankruptcy is considered a serious danger facing the
Company, which causes harm to all the Company’s creditors alike. Everyone is a loser,
because in the event of the Company’s bankruptcy being declared, new persons will be
appointed who do not have any information to help them manage the Company’s affairs, and
of course this management does not have the sufficient knowledge regarding the affairs of
the projects in respect of which lawsuits are filed and through which the Company demands
its dues and compensation as a result of the withdrawal of projects and other additional work.
Further, this management does not have sufficient experience to follow up on the lawsuits
filed by the Company in general, which will result in failure to provide defenses, pleadings,
legal supports and the technicality necessary in these cases, which may result in the loss of
those cases and claims.

25- Method and way of settlement of debts to the creditors (sources and proceeds of

payment)

The definition of “debtor's funds” is stated in article (1) of the Bankruptcy Law No.71 of 2020
as: “debtor’s funds: the debtor's movable and immovable properties owned by the debtors, all
the financial rights due by third parties whether at present or deferred, and the dues on any
of them, as well as other dues which may have a future financial values, and do not include
the debtor's funds which may not be subjected to sequestration according to the law".
Therefore, it is evident that the lawsuits filed by the debtor, including those in which experts
reports or 18tinstance judgments are issued, are considered dues which have future financial
value and fall within the funds of the debtor.

Payment sources:

Court claims and lawsuits for compensations, filed or to be filed by the Company for the
contracts and projects which the Company signed or performed, against each of the Ministry
of Public Works, Public Authority for Industry and Kuwait Oil Company, in which the total
claims is estimated by the amount of KD 76,750,122 (seventy six million, six hundred, fifty
thousand, one hundred and twenty two Kuwaiti dinar) according to the estimate of the
Company.

Payment proceeds:

Any amounts paid to the Company from the payment sources as a result of the final and
conclusive judgments issued in the lawsuits for compensations filed or to be filed by the
Company for the contracts or projects which the Company signed or performed, against
each of the Ministry of Public Works, Public Authority for Industry and Kuwait Oil Company.

LY
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Accordingly, the creditors’ debts shall be paid from these amounts due in connection with the
court compensation claims issued in favour of the debtor (Mushrif Trading & Contracting
Company) in the following manner:

A. Project under the subject of contract No. 238 — construction, completion and
maintenance of the roads, bridges, rainfall sewers, sanitary sewers, and other
services for the road connecting between Mina Abdulla and Wafra, with the
Ministry of Public Works on 5/11/2015 by the value of KD 82,808,000 (eighty two
million, eight hundred and eight thousand Kuwaiti dinar).

The Ministry of Public Works/owner of the project withdrew the works of the contract on
17/4/2017 unlawfully. The Company received two expert reports from two different
committees, which advised the unlawfulness of the work withdrawal decision and the
entitlement of the Company to all the claims according to the lawsuit against the unlawful
withdrawal decision of the works under contract 238. The Court of First Instance
judgment was issued in favour of the Company against the Ministry of Public Works by
the amount of KD 47,395,491 (forty seven million, three hundred, ninety five thousand,
four hundred and ninety one Kuwaiti dinar.) Subsequently, a judgment was issued by the
Court of Appeal for dismissing the case, which is still being heard and deliberated before
the Court of Cassation. According to the opinion of the Cassation Prosecution, it is very
likely that the appeal judgment will be repealed in favour of the Company and that it is
expected for the Company to receive a judgment for the amount of approximately KD
32,000,000 (thirty two million Kuwaiti dinar.)

B. Project under contract No.222 “construction, completion and maintenance of a
bridge and other services along the Arabian Gulf Road at Beda’a Round-About”
with the Ministry of Public Works on 20/1/2016 by the value of KD 13,997,900
(thirteen million, nine hundred ninety seven thousand and nine hundred Kuwaiti

dinar.)

The Ministry of Public Works/project owner withdrew the contract works on 17/4/2017
unlawfully. Then, the Company and one of its creditors, Warba Bank, obtained a
judgment from the Court of Appeal by the amount of KD 1,013,831 (one million, thirteen
thousand, eight hundred and thirty one Kuwaiti dinar) and is currently being deliberated
before the Court of Cassation.

C. Project under contract No.18M/A/2011 “design, implementation, completion and
maintenance works of the infrastructure in Shadadiya industrial area according to
the design and build system” with the Public Authority for Industry on 10/6/2013 by
the value of KD 84,880,000 (eighty four million, eight hundred and eighty thousand
Kuwaiti dinar.)

The Public Authority for Industry/project owner withdrew the contract works on
18/11/2020 unlawfully. The Company filed a lawsuit against the unlawful withdrawal
decision of the works under contract No.18M/A/2011. The Company obtained an expert
report which indicated the entitiement of the Company to all its claims. It is expected that
the Company would obtain a judgment for the amount of 44,108,000 Kuwaiti dinar.

D. Project under contract No.80 signed with the Ministry of Public Works
The Ministry of Public Works has unlawfully liquidated the retention money guarantee in
2021, which caused the Company to file a lawsuit against the Ministry of Public Works _

which the Company filed to claim the recovery of the retention money guarantee. M 8Sa N
case is still being deliberated before the Court of First Instance. It is expected thatthe % ‘\‘;,
\ 1= -~
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Company would obtain a judgment by the amount of KD 1,421,000 (one million, four
hundred and twenty one thousand Kuwaiti dinar.)

E. Project under the contract signed with Kuwait Oil Company No.13050638

After the completion of works by approximately 90%, Kuwait Oil Company withdrew the
project works on allegation of poor performance and significant delay in the works, which
caused the Company to file a case against Kuwait Oil Company through which the
Company is claiming that the delay is attributed to Kuwait Oil Company as a result of the
changes it introduced to the design, which led to the increase in the completed works
quantity. Currently, the case is being deliberated before the Court of First Instance. It is
expected that the Company would receive a judgment by the amount of KD 5,000,000.

F. Project under contract No.100 signed with the Ministry of Public Works

After the Company’s completion of all the works, the Company is owed financial claims.
However, the Ministry did not approve such amounts, which caused the Company to file
a case against the Ministry of Public Works, through which the Company is claiming the
value of the project time extension due to it, in addition to the cancelation of the delay
penalties. A judgment was passed for dismissing the case and the case is currently
being deliberated before the court, in which no final judgment was passed up to date. It is
expected that the Company would obtain a judgment for the amount of 2 million Kuwaiti
dinar.

G. Project under contract 66 signed with the Ministry of Public Works

After the Company’s completion of all the works, the Company is owed financial claims.
However, the Ministry did not approve such amounts, which caused the Company to file
a case against the Ministry of Public Works, through which the Company is claiming the
value of the project time extension due to it, in addition to the cancelation of the delay
penalties, in which a judgment was passed by the Court of First Instance for the
Company’s entitlement to the amount of approximately KD 81,000. The case is still being
deliberated at the Court of Cassation. It is expected that the Company would obtain a
judgment by the amount of KD 2,141,000.

H. Project under contract No.86

After completing the works, fractures appeared in the pipes for reasons which are not
attributed to the Company. The Company repaired these pipes by approximately two
million dinar. Also, the Company is entitled to the final payment by approximately 500
thousand Kuwaiti dinar. The appeal judgment was issued for the entitlement of the
Company to the amount of approximately 800 thousand Kuwaiti dinar. In fact, the
judgment was implemented. However, this judgment was challenged by cassation to
claim each of the balance value of the pipes which have been repaired and the value of
the final payment retained with the Ministry of Public Works and release the retention
money guarantee. The case is currently in the Court of Cassation. It is expected to obtain
a judgment by approximately one million and three hundred thousand Kuwaiti dinar.
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26- General conditions for the preventive settlement proposal and its implementation
method

Upon the entitlement of the debtor (Mushrif Trading & Contracting Company) to any funds
from the court claims and compensations, they shall be distributed proportionately with the
net amount due without preference for one creditor over the other, in the following manner:

1) Payment priority:

The payment agent shall distribute any amounts deposited in the payment account on
timely basis according to the payment priority and the following order:

A. Fees due to the Bankruptcy Department and Bankruptcy Committee.

B. The necessary funds determined by the Creditors Committee to the Company to
perform and administer the Company’s business for a period of twelve months.

C. The necessary legal and court fees and expenses for undertaking the court cases
filed or to be filed by or against the Company, due to the attorneys, consultants,
attorneys, service providers, etc., in connection with these lawsuits.

D. Payment of the total debts after deduction to the creditors proportionately with the
percentage of the Company’s debt to each of them, except the amounts paid tot eh
Company as a result of the court claims and compensations for a contract or project
which any of the banks under segment (a) to obtain an assignment for the project
contractor, and therefore the payment priority shall be to this bank.

E. The fees of Kuwait Finance House for the management works of the preventive
settlement process and working as payment agent, as determined by the Creditors
Committee.

2) Company management

The Company board of directors shall continue managing its affairs according to the
provisions of the Company articles of association and the Companies Law.

27- Extinguishing the debtor’s accumulated losses according to the law

The Company shall extinguish a part of its accumulated losses accounting-wise by entering
the difference between the Company total debts before and after the preventing settlement,
i.e. by the amount of KD 78,081,392 as a result of the deduction percentages as other
accounting revenues in addition to using the issue bonus and statutory reserves to reduce its
issued capital from KD 30,700,000 to the necessary level in order to address the capital
deficit to a value whereby the Company total assets is increased by more than 10 (ten)
million Kuwaiti dinar over the total liabilities (positive net worth) after obtaining the approval of
the extraordinary general assembly of shareholders to extinguish the accumulated losses,
without prejudice to the fact that the said amount is not a profit or real income, but only an
accounting amount to enable the Company to be sustainable according to the provisions of
the Companies Law No.1 of 2026 and its amendments.

o [
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28- Other matters deemed feasible by the debtor for implementing the preventive
settlement proposal

Currently there are no new matters which are feasible for implementing the proposal. If they
are available in the future, the debtor shall include them in the preventive settlement proposal
and present them to the creditors.

29- Report summary

The preventive settlement plan proposal submitted by Mushrif Trading & Contracting
Company was reviewed and approved, and accepted by us as being the auditor authorized
by the Ministry of Commerce & Industry and the Capital Markets Authority, as the plan was
founded on the principle of sustainability of the Company’s business, and then pay all its
debts according to the terms set forth in the plan and within the time framework agreed upon
with the creditors, upon receiving the value of the amounts collected as a result of the court
claims and other claims due to the Company, as being dues which may have future financial
value and included within the debtor’s funds according to article 1 of the Bankruptcy Law No.
71 of 2020 and its executive regulation. After approval of the present plan and completing its
implementation, it is expected that Mushrif Trading & Contracting Company will return to
profitability.
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Preventive Settlement Proposal Summary
Application No.2/2023 Preventive Settlement — Bankruptcy Department
Listed under computer No. 233185260
Submitted by: Mushrif General Trading & Contracting Company KSC Closed
Versus
Kuwait Finance House and others

The preventive settlement proposal was voted for approval during the Creditors Committee
meeting No.__dated ____

Clause | Term or title Description or proposal

1 Company total | Amount of KD 139,566,934 (one hundred thirty nine million, five
debts before the | hundred sixty six thousand, nine hundred and thirty four Kuwaiti
preventive dinar) as set forth in the final settlement proposal.
settlement:

2 Affected creditors: Segment (A) Banks:

Amount of KD 89,941,775 (eighty nine million, nine hundred
forty one thousand, seen hundred and seventy five Kuwaiti
dinar) according to the details set forth in in clause 9 of the final
settlement proposal and the detail set forth in appendix No.(A)
of the report on the materialization of the amounts of the
creditors of Mushrif Trading & Contracting Company, issued by
Fatema Sager Al Rashood Office on 25/12/2023, submitted to
the Bankruptcy Department. 60% (sixty percent) of the said
amount shall be deducted whereby it amounts to KD 35,976,710
(thirty five million, nine hundred, seventy six thousand, seven
hundred and ten Kuwaiti dinar.

Segment (B) subcontractors and suppliers:

Amount of (KD 37,928,391/-) according to the detail set forth in
appendix B of the report on the materialization of the amounts of
the creditors of Mushrif Trading & Contracting Company, issued
by Fatema Saqer Al Rashood Office on 25/12/2023, submitted
to the Bankruptcy Department.

60% (sixty percent) of the said amount shall be deducted,
whereby it amounts to KD 15,171,356 (fifteen million, one
hundred, seventy one thousand, three hundred and fifty six
Kuwaiti dinar.)

Segment C — Workers:

Amount of KD (5,437,170/-) according to the detail in appendix
C of the report on the materialization of the amounts of the
creditors of Mushrif Trading & Contracting Company, issued by
Fatema Saqger Al Rashood Office on 25/12/2023, submitted to
the Bankruptcy Depariment. -

E

25% (twenty five percent) of the said amount shall be deduq‘éé .

for the amounts exceeding KD 10,000, to amount to/{K
4,077,878 (four million, seventy geven thousand, gight hun
“__ o |

\(,_ o,
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and seventy eight Kuwaiti dinar.)

Total affected debts
before deduction

Amount of KD 133,307,336 (one hundred thirty three million,
three hundred, seven thousand, three hundred and thirty six
Kuwaiti dinar.)

Discount
percentage

The discount percentage is current, complete, final, conclusive,
and not conditional. The discount percentage from the value of
debts owed to affected creditors from segment (A) banks and
segment (B) subcontractors and suppliers is 60% (sixty
percent), and the discount percentage from the value of debts
due to affected creditors from segment (C) workers whose debt
exceeds KD 10,000 (ten thousand Kuwaiti dinars), the discount
rate for them shall be 25% (twenty-five percent)

affected
after

Net total
debts
deduction:

Amount of KD 55,225,944 (fifty five million, two hundred, twenty
five thousand, nine hundred and forty four Kuwiati dinar)

Unaffected
categories

The category of workers whom the Company's debt to each of
them does not exceed KD 10,000 (ten thousand Kuwaiti dinar)
by a total indebtedness of KD 6,259,588 (six million, two
hundred, fifty nine thousand, five hundred, ninety eight Kuwaiti
dinar) according to the detail set forth in appendix D of the study
of the report on the materialization of the amounts of the
creditors of Mushrif Trading & Contracting Company, issued by
Fatema Sager Al Rashood Office on 25/12/2023, submitted to
the Bankruptcy Department, which shall be paid in full without
any deduction.

Net total debts of
the Company after

Amount of KD 61,485,542 (sixty one million, four hundred,
eighty five thousand, five hundred and forty two Kuwaiti dinar).

approval of the

preventive

settlement

Payment sources Court claims and lawsuits for compensations, filed or to be filed

by the Company for the contracts and projects which the
Company signed or performed, against each of the Ministry of
Public Works, Public Authority for Industry and Kuwait Oil
Company, in which the total claims is estimated by the amount
of KD 76,750,122 (seventy six million, six hundred, fifty
thousand, one hundred and twenty two Kuwaiti dinar) according
to the estimate of the Company set forth under clause 25 of the
final settlement proposal.

Péyment proceeds

Any amounts paid to the Company from the payment sources
as a result of the final and conclusive judgments issued in the
lawsuits for compensations filed or to be filed by the Company
for the contracts or projects which the Company signed or

performed, against each of the Ministry of Public Works, Puaplics
Authority for Industry and Kuwait Oil Company. %&I =
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| 10

Payment agent

Kuwait Finance House

11

Proposal payment
and performance
bonds

The payment agent shall receive the proceeds of the amounts
ruled in favour of the Company in the new separate bank
account with Kuwait Finance House, head office, in favour of the
Company, and allocated for collecting the amounts due to the
Company as a result of the court claims and cases for the
compensations against each of the Ministry of Public Works,
Public Authority for Industry and Kuwait Oil Company. This
account shall not be liable to attachment or execution on it. The
account shall be administered and signed for by the payment
agent, and shall be used to distribute the amounts deposited
therein according to the terms and conditions of the preventive
settlement. The Execution Department of the Court of First
Instance shall pay all the amounts awarded in favour of the
Company as a result of the court claims and lawsuits for the
compensations filed or to be filed by the Company against each
of the Ministry of Public Works, Public Authority for Industry and
Kuwait Oil Company, to this account only.

12

Payment priority

The payment agent shall distribute any amounts deposited in
the payment account on timely basis according to the payment
priority and the following order:

A. Fees due to the Bankruptcy Department and Bankruptcy
Committee.

B. The necessary funds determined by the Creditors
Committee to the Company to perform and administer the
Company'’s business for a period of twelve months.

C. The necessary legal and court fees and expenses for
undertaking the court cases filed or to be filed by or against
the Company, due to the attorneys, consultants, attorneys,
service providers, etc., in connection with these lawsuits.

D. Payment of the total debts after deduction to the creditors
proportionately with the percentage of the Company’s debt
to each of them, except the amounts paid tot eh Company
as a result of the court claims and compensations for a
contract or project which any of the banks under segment
(a) to obtain an assignment for the project contractor, and
therefore the payment priority shall be to this bank.

E. The fees of Kuwait Finance House for the management
works of the preventive settlement process and working as
payment agent, as determined by the Creditors Committee.

13

Extinguishing
accumulated losses

The Company shall extinguish a part of its accumulated losses
accounting-wise by entering the difference between the
Company total debts before and after the preventing settiement,
i.e. by the amount of KD 78,081,392 as a result of the deduction
percentages as other accounting revenues in addition to using
the issue bonus and statutory reserves to reduce its issued
capital from KD 30,700,000 to the necessary level in order to

address the capital deficit to a value whereby the Company total |
assets is increased by more than 10 (ten) million Kuwaiti dj eF—

over the total liabilities (positive net worth) after obtainin
approval of the extraordinary genepal assembl
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to extinguish the accumulated losses, without prejudice to the |
fact that the said amount is not a profit or real income, but only
an accounting amount to enable the Company to be sustainable
according to the provisions of the Companies Law No.1 of 2026
and its amendments.

14

Company
management

The Company board of directors shall continue to manage its
affairs according to the provisions of the Company articles of
association and the Companies Law.

15

Sustainability of the
Company's
business

The Company shall continue undertaking its licensed activities
according to the objectives set forth in the Company articles of
association.

16

Periodical reports

The Company shall submit periodical reports on every fiscal
period amounting to three months and for each year, to be
distributed to the creditors, which illustrate the status of the
court claims and lawsuits and conduct the necessary updae on
them.
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