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CHAIRMAN & MANAGING 
DIRECTOR MESSAGE
Dear Shareholders of Mabanee Real Estate Co.,
May the peace and blessings of Allah be upon 
you all…

On behalf of my fellow Members of the Board of 
Directors, it is my pleasure to present to you the 2012 
Annual Report for Mabanee Real Estate Co. The Annual 
Report reflects the positive results that the company 
has achieved over the past year and sheds light on its 
achievements and future projects.

Exceptional performance
Mabanee achieved excellent financial results in 2012, 
exceeding figures of previous years. Growth in net profit 
stood at 60%, a great leap compared to previous years. 
This is attributed to a number of factors, the highlight 
of which is the inauguration of the new districts of The 
Avenues.
Mabanee raised its capital by 5% due to the increase 
in its stake in Al Rai Logistica to 98%, making it a 
subsidiary through a share swap. Part of the land on 
which currently stand the cooled warehouses of Al 
Rai Logistica, measuring around 30,000 sq.m., will be 
included in the plot used for The Avenues project and 
utilized in future expansion phases.
Net profit came to KD 33.28 million (approximately US$ 
118 million) compared to KD 20.8 million in 2011, an 
increase of 60%. Share profit came to 53.28 fils.
The company’s financial statements indicate overall 
operational revenue of KD 52.46 million, while increasing 
shareholder equity to KD 193.87 million. Total assets 
grew by 25% to KD 384.24 million.
Based on these positive results, the Board of Directors 
recommended the distribution of 20 fils per share in cash 
dividends and 10% bonus shares of the paid up capital 
as of December 31, 2012 for shareholders registered 
in the company’s records on the day of the General 
Assembly Meeting.
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New districts
This year saw the opening of new districts at The 
Avenues under the auspices and the presence of H.H. 
the Prime Minister, Sheikh Jaber Al-Mubarak Al-Hamad 
Al-Sabah, as well as ministers and top state officials. 
During the opening, H.H. the Prime Minister reaffirmed 
the important strategic role that the private sector 
plays through the establishment of such grand projects 
that support the vision of H.H. the Amir of Kuwait to 
transform the country into a leading regional financial 
hub.
The Avenues is a successful model for projects that 
encourage internal tourism, attracting large numbers of 
visitors from both Kuwait and abroad since its opening. 
This reflects Kuwait’s potential for becoming an 
attractive tourism destination for residents of the Gulf 
and Arab regions thanks to the successful projects that 
have placed Kuwait on the Arab tourism map.
Positive feedback continues to be received from the 
media and visitors about the new districts, whether 
praising the distinguished and varied architecture or the 
international brands that are coming to the Middle East 
for the first time.
Through its seven districts – 1st Avenue, 2nd Avenue,  
Prestige, The Mall, SoKu, Grand Avenue and The Souq 
– The Avenues is offering a unique shopping experience 
that is seldom found elsewhere. The mall brings all the 
requirements of shoppers under one roof, with services 
that make The Avenues the number one destination and 
the one that is most visited in Kuwait.
With the opening of its new districts, The Avenues is 
considered one of the largest commercial malls in the 
world, with a leasable area of more than 270,000 sq.m. 
It currently houses more than 800 stores, with a parking 
area for around 10,000 vehicles. The cost of the project 
stands at KD 300 million (more than US$ 1 billion).

Success and expansion
The success of The Avenues and the positive impact 
that this has had on the company’s revenue, alongside 
our experienced management and demand in similar 
markets, has driven us to seek new opportunities for 
similar and other real estate projects in Kuwait and 
abroad.
In terms of external expansion, the company is currently 
looking into establishing projects following The 
Avenues’ model abroad, and we are looking for suitable 
opportunities and locations in countries where there are 
promising prospects for investment.
Locally, we believe in the importance of completing the 
different phases of The Avenues project. As such, the 
preliminary design of Phase IV of the project has been 
presented to Kuwait Municipality. Phase IV includes 
hotels and other new activities, with a leasable area 
of more than 360,000 sq.m. and more new brands, 

especially as Kuwait is an attractive market for global 
retail.
As for the land plot owned by the company in the 
Salmiya area, measuring 9,516 sq.m., the legal 
procedures are in their final stages and the company 
is studying options for the sale or development of the 
location.
The company is also following up on and looking into 
the feasibility and competitiveness of the projects that 
are being proposed by the government’s technical 
body tasked with studying developments projects and 
initiatives, with the aim of contributing to Kuwait’s 
future development projects through B.O.T. projects.

New logo for a new phase
Based on our ambitions for future expansion, we made 
the decision to change the company’s logo and replace 
it with one that reflects the size of our aspirations. The 
logo affirms the solidity of Mabanee as the largest real 
estate developer in the local market and echoes the 
distinguished and modern projects that the company 
develops.
This is just one step of many that the company is adopting 
with the aim of developing its work mechanism in line 
with that of the volume of work and future projects, 
which we are keen to implement in a well-developed 
work environment that utilizes best practices.

Track record
To conclude, and on behalf of the Members of the 
Board of Directors and all Mabanee employees, I would 
like to express my deepest appreciation to H.H. the 
Amir Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah and 
H.H. the Crown Prince Sheikh Nawaf Al-Ahmad Al-
Jaber Al-Sabah. We pray that Almighty Allah continue 
to guide our leaders on the path of advancement of our 
homeland, Kuwait.
On behalf of the Board Member I would also like to thank 
all employees for their efforts, and our shareholders 
for placing their trust in us, which has motivated us to 
exert all efforts to achieve the goals, aspirations and 
strategies of the company.

Mohammed Abdulaziz Alshaya
Chairman and Managing Director
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His Highness Sheikh Jaber Al Mubarak Al Hamed Al 
Sabah, the Prime Minister of Kuwait, inaugurated the 
new districts of The Avenues last November. He was 
received by the Chairman and Managing Director 
of Mabanee Company, Mr. Mohammed Abdulaziz 
Alshaya, who gave him an official tour of the new 
districts. His Highness was also accompanied by a 
delegation of ministers and top government officials.

OPENING
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DISTRICTS OF
I N N O VAT I O N

1st Avenue
Spacious, with sunlight flooding in from the curved glass 
roof to give an outdoor feeling.
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2nd Avenue
Wide variety of restaurants and cafes, family 
entertainment and play areas.

DISTRICTS OF
I N N O VAT I O N
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Prestige
Houses high-end brands, as well as cafes and restaurants 
that serve the finest international cuisine.

DISTRICTS OF
I N N O VAT I O N
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Grand Avenue
Offers its visitors the unique shopping experience of 
walking down its wide, tree-lined boulevard.

DISTRICTS OF
I N N O VAT I O N
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The Mall
A two-floor extension to the present shopping 
experience, holding a variety of recognized brands. 
Offers a classic mall environment of an architectural style 
that is contemporary and modern.

DISTRICTS OF
I N N O VAT I O N
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SoKu
Offers an iconic urban shopping experience that is 
attractive for Kuwait’s youth, and the district is perfectly 
poised to house leading youth brands.

DISTRICTS OF
I N N O VAT I O N
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The Souk
Modeled to mirror the environment of a traditional 
Kuwaiti Souk (market), this district is an interpretation 
of this region’s traditional retail architecture down to the 
smallest detail.

DISTRICTS OF
I N N O VAT I O N
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Prestige Hall is a multi-purpose hall located on the 5th 
Ring Road, covering 640 sq.m. and scheduled to be 
opened in the second half of this year.
The hall boasts of hi-tech lighting, with an 8-meter-
diameter chandelier in the center and walls equipped 
with a special system that reflects the latest lighting 
technology.

Prestige Hall
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270,000
متر مربع

Total leasable area 
approximately

800+Stores

150Restaurants

 10,000Parking

International brands coming to the
Middle East for the first time 

Brands making their debut in 
Kuwait for the first time

The Avenues is a benchmark for many international 
brands, some of which have opened their flagship stores in 

the mall.

FACTS AND FIGURES

The Avenues
A New Dimension in the World of Shopping
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Net Profit KD Million
33.28

KD Million
384.24Total Assets

KD Million
193.87Total Equity

KD Million
52.46Operating Revenue

fils
53.28Earnings Per Share (EPS)

fils
303Share Book Value

FINANCIAL
HIGHLIGHTS
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Mabanee Company S.A.K. (Closed)
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Mabanee Company S.A.K. 
(Closed) (“the Parent Company”) and its subsidiaries (together referred to as “the Group”), which 
comprise the consolidated statement of financial position as at 31 December 2012, and the consoli-
dated statement of income, the consolidated statement of comprehensive income, the consolidated 
statement of changes in equity and the consolidated statement of cash flows for the year then ended, 
and a summary of significant accounting policies and other explanatory information. 

Management’s Responsibility for the Consolidated Financial Statements 
The Group’s management is responsible for the preparation and fair presentation of these consoli-
dated financial statements in accordance with International Financial Reporting Standards, and for 
such internal control as management determines is necessary to enable the preparation of consoli-
dated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our 
audit. We conducted our audit in accordance with International Standards on Auditing. Those Stan-
dards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements are free from material 
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclo-
sures in the consolidated financial statements. The procedures selected depend on the auditors’ 
judgment, including the assessment of the risks of material misstatement of the consolidated finan-
cial statements, whether due to fraud or error. In making those risk assessments, the auditors con-
sider internal control relevant to the Group’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 Group’s internal control. 
An audit also includes evaluating the appropriateness of accounting policies used and the reason-
ableness of accounting estimates made by management, as well as evaluating the overall presenta-
tion of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion.

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the finan-
cial position of the Group as at 31 December 2012, and the results of its financial performance and 
its cash flows for the year then ended in accordance with International Financial Reporting Stan-
dards.

Report on Other Legal and Regulatory Requirements
Furthermore, in our opinion proper books of account have been kept by the Group and the consoli-
dated financial statements, together with the contents of the report of the Group’s board of directors 
relating to these consolidated financial statements, are in accordance therewith. We further report 
that we obtained all the information and explanations that we required for the purpose of our au-
dit and that the consolidated financial statements incorporate all information that is required by the 
Companies Law No 25 of 2012, and by the Company’s Articles of Association, that an inventory was 
duly carried out and that, to the best of our knowledge and belief, no violations of the Companies 
Law No 25 of 2012 or the Company’s Articles of Association have occurred during the year ended 
31 December 2012 that might have had a material effect on the business of the Group or on its 
financial position. 

Bader A. Al-Wazzan        Waleed A. Al-Osaimi
Licence No. 62A       Licence No. 68A
Deloitte & Touche       Ernst & Young
Al-Fahad Al-Wazzan & Co.      Al-Aiban, Al-Osaimi & Partners

Kuwait

14 February 2013

Al Aiban, AL Osaimi & Partners
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Kuwaiti Dinars

Note 2012 2011

Non-current assets

Property and equipment 3 1,604,085 944,265

Investment properties 4 341,741,854 262,249,042

Investments in associate 5 6,827,372 15,022,816

Receivables from associates 18 3,046,854 2,079,969

Accounts receivable and prepayments 7 1,387,457 -

Available for sale investments 6 11,842,442 13,228,622

366,450,064 293,524,714

Current assets

Accounts receivable and prepayments 7 5,743,919 3,917,078

Cash and cash equivalents 8 12,047,265 9,744,761

17,791,184 13,661,839

Total assets 384,241,248 307,186,553

Equity and liabilities

Equity 

Share capital 9 63,964,610 55,562,595

Share premium 9 16,505,381 -

Statutory reserve 9 17,769,764 14,267,354

General reserve 9 17,769,764 14,267,354

Treasury shares 9 (2,261,256) (2,261,256)

Treasury shares reserve 9 4,305,686 4,305,686

Fair value reserve (868,006) (914,037)

Retained earnings 76,683,335 61,492,288

Equity attributable to equity holders of the Parent Company 193,869,278 146,719,984

Non-controlling interests 505,609 -

Total equity 194,374,887 146,719,984

Non-current liabilities

Provision for staff indemnity 969,954 550,753

Other non-current liabilities 11 29,810,218 19,879,173

Term loans 12 104,165,358 87,647,858

134,945,530 108,077,784

Current liabilities

Term loans 12 25,182,500 27,135,000

Trade and other payables 13 29,738,331 25,253,785

54,920,831 52,388,785

Total liabilities 189,866,361 160,466,569

Total equity and liabilities 384,241,248 307,186,553

Mohammed Abdulaziz Alshaya 
Chairman and Managing Director

MABANEE COMPANY S.A.K. (CLOSED) AND SUBSIDIARIES

Consolidated Statement of Financial Position
as at 31 December 2012

MABANEE COMPANY S.A.K. (CLOSED) AND SUBSIDIARIES

Consolidated Statement of Income
 year ended 31 December 2012

Kuwaiti Dinars

Note 2012 2011

Investment properties revenue 15 48,253,048 37,663,118

Investment properties expenses 16 (8,647,082) (7,134,327)

Logistics revenue 4,211,615 -

Logistics expenses (3,993,532) -

Depreciation 4 (3,315,532) (3,185,365)

Profit from operations 36,508,517 27,343,426

Net income/ (loss) from investments 17 2,985,618 (684,479)

General and administrative expenses (2,435,064) (1,907,047)

Finance costs (1,737,203) (1,926,452) 

Other income 217,634 515,547

Foreign currency gain 5,193 5,413

Share of results from associates 5 (520,589) (1,541,635)

Profit for the year before contributions to 
Kuwait Foundation for the Advancement of Sciences (“KFAS”), 
National Labour  Support Tax (“NLST”), Zakat and Directors’ fees

35,024,106 21,804,773

Contribution to KFAS (315,217) (196,243)

Contribution to NLST (876,288) (541,520)

Contribution to Zakat (348,096) (216,608)

Directors’ fees (70,000) (70,000)

Profit for the year 33,414,505 20,780,402

Attributable to

Equity holders of the Parent Company 33,277,658 20,780,402

Non – controlling interests 136,847 -

33,414,505 20,780,402

Basic and diluted earnings per share 19 53.28 fils 34.20 fils
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Kuwaiti Dinars

Note 2012 2011

Profit for the year 33,414,505 20,780,402

Other comprehensive income:

Change in fair value of available for sale investments 24,423 (2,396,998)

Transfer to consolidated statement of 
 income on sale of available for sale investments 17 (403,660) (5,580)

Transfer to consolidated statement of income on
 impairment of available for sale investments 17 425,268 1,137,015

Other comprehensive income/ (loss)  for the year 46,031 (1,265,563)

Total comprehensive income for the year 33,460,536 19,514,839

Attributable to 

Equity holders of the Parent Company 33,323,689 19,514,839

Non- controlling interests 136,847 -

33,460,536 19,514,839
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MABANEE COMPANY S.A.K. (CLOSED) AND SUBSIDIARIES

Consolidated Statement of Comprehensive Income
year ended 31 December 2012
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Kuwaiti Dinars

Notes 2012 2011

OPERATING ACTIVITIES

Profit for the year before contribution to KFAS, NLST, Zakat 
and Directors’ fees 35,024,106 21,804,773

Adjustments for:

Depreciation 3,815,443 3,381,147

Provision for staff indemnity 215,059 177,798

Net income/ (loss) from investments 17 (2,985,618) 684,479

Share of results from associates 5 520,589 1,541,635

Profit/ (loss) on sale of property and equipment - (363)

Finance costs 1,737,203 1,926,452

38,326,782 29,515,921

Movements in working capital

Accounts receivable and prepayments (308,613) 740,953

Trade and other payables 2,882,061 8,580,958

Non current payables  9,931,045 7,089,313

Cash generated from operations 50,831,275 45,927,145

Staff indemnity paid (58,021) (29,977)

KFAS, NLST, and Zakat  paid (914,137) (886,969)

Net cash generated from operating activities 49,859,117 45,010,199

INVESTING ACTIVITIES

Acquisition of property and equipment 3 (1,011,446) (148,781)

Proceeds from sale of property and equipment - 806

Additions to  investment properties 4 (54,151,162) (50,552,406)

Acquisition of available for sale investments (27,368) (21,773)

Proceeds from sale of available for sale investments 1,521,171 87,963

Cash inflow on acquisition of subsidiary 20 3,496,601 -

Dividend income received on available for sale investments 241,635 446,956

Net cash used in investing activities (49,930,569) (50,187,235)

FINANCING ACTIVITIES

Proceeds from sale of treasury shares - 221,849

Term loans repaid (46,935,000) (11,000,000)

Term loans obtained 61,500,000 25,800,000

Cash dividend (5,525,531) -

Finance costs paid (6,665,513) (5,206,944)

Net cash generated from  financing activities 2,373,956 9,814,905

Net increase in cash and cash equivalents 2,302,504 4,637,869

Cash and cash equivalents at 1 January 9,744,761 5,106,892

Cash and cash equivalents at 31 December 8 12,047,265 9,744,761

1. Establishment and principal activities
Mabanee Company S.A.K. (Closed) (the “Parent 
Company”) is a Kuwaiti Shareholding Company 
was established and registered in Kuwait in 
1964. The Company and its subsidiaries (together 
referred to as the “Group”) are incorporated for 
the purpose of the establishment of prefabricated 
building. Under the adoption in the Commercial 
Register on 25/6/1999 and based on the decision 
of the Extraordinary General Assembly on 
19/5/1999, the Company’s objects were amended 
as:

- to sell, purchase, develop and or to operate  
Company’s real estate properties in Kuwait 
and abroad.

- to own, sell and purchase of shares of real 
estate companies. 

- to own, manage and operate hotels, guest 
houses, residential and touristic complexes. 

- to organize real estate exhibitions. 
- to own, construct, manage and operate the 

commercial malls. 
- to establish and manage real estate 

investment funds. 

The Company is listed on the Kuwait Stock 
Exchange.

The Company is an associate of Alshaya United 
Company W.L.L and Al Durra National Company 
for Real Estate S.A.K.

The registered address of the Company is P.O. 
Box 5132, Safat 13052, Kuwait.

These consolidated financial statements were 
approved for issuance in accordance with 
a resolution of the Board of Directors on 14 
February 2013 and are subject to the approval 
of shareholders at the Annual General Assembly.

On 29 November 2012, Companies Law No. 25 
of 2012 (the Law) was published in the official 
gazette to supersede Law No. 15 of 1960 – the 
Law of Commercial Companies. Companies in 
Kuwait have been granted six months to comply 
with the Law’s requirements as may be specified 
in the Executive Regulations. The Parent Company 
is taking necessary actions to ensure compliance 
within the specified timeframe.  

2. Basis of preparation and significant 
accounting policies
Basis of preparation

These consolidated financial statements have 
been prepared on the historical cost basis of 
measurement except for financial instruments 
classified as available for sale, which are 
measured at fair value. 

These consolidated financial statements are 
presented in Kuwaiti Dinars (“KD”), which is also 
the Group’s functional and presentation currency.

The consolidated financial statements have 
been prepared in accordance with International 
Financial Reporting Standards (“IFRS”) and 
interpretations issued by the International 
Financial Reporting Interpretations Committee, 
and applicable requirements of Ministerial Order 
No. 18 of 1990.

The preparation of consolidated financial 
statements in conformity with IFRS requires 
management to make estimates and assumptions 
that may affect amounts reported in these 
consolidated financial statements, as actual 
results could differ from those estimates. It also 
requires management to exercise its judgment in 
the process of applying the Group’s accounting 
policies. The areas where estimates and 
assumptions are significant to the consolidated 
financial statements, or areas involving a higher 
degree of judgment, are disclosed in Note 26.

Accounting policies 
The accounting policies used in the preparation 
of these consolidated financial statements are 
consistent with those used in the previous year, 
except for the adoption of the following amended 
IASB Standard during the year.

IFRS 7 Financial Instruments: Disclosures — 
Enhanced Derecognition Disclosure Requirements 
(effective   1 July 2011)

The amendment requires additional disclosure 
about financial assets that have been transferred 
but not derecognised to enable the user of the 
Group’s financial statements to understand the 
relationship with those assets that have not been 

MABANEE COMPANY S.A.K. (CLOSED) AND SUBSIDIARIES

Consolidated Statement of Cash Flows
year ended 31 December 2012
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IFRS 12, which will be effective 1 January 
2013, requires enhanced disclosures about 
both consolidated entities and unconsolidated 
entities in which an entity has involvement. The 
objective of IFRS 12 is to require information so 
that financial statement users may evaluate the 
basis of control, any restrictions on consolidated 
assets and liabilities, risk exposures arising from 
involvements with unconsolidated structured 
entities and non-controlling interest holders’ 
involvement in the activities of consolidated 
entities.

IFRS 13 Fair Value Measurement

IFRS 13, which will be effective 1 January 2013, 
replaces the guidance on fair value measurement 
in existing IFRS accounting literature with a 
single Standard. IFRS 13 defines fair value, 
provides guidance on how to determine fair 
value and requires disclosures about fair value 
measurements. However, IFRS 13 does not 
change the requirements regarding which items 
should be measured or disclosed at fair value.

IAS 1 Financial Statement Presentation:

The amendments to IAS 1 change the grouping of 
items presented in other comprehensive income. 
Items that could be reclassified (or ‘recycled’) to 
profit or loss at a future point in time (for example, 
upon derecognition or settlement) would be 
presented separately from items that will never be 
reclassified. The amendment becomes effective 
for annual periods beginning on or after 1 July 
2012.

IAS 27 Separate Financial Statements (as revised 
in 2011)
As a consequence of the new IFRS 10 and IFRS 12, 
what remains of IAS 27 is limited to accounting 
for subsidiaries, jointly controlled entities, and 
associates in separate financial statements. 
The Group does not present separate financial 
statements. The amendment becomes effective for 
annual periods beginning on or after 1 January 
2013.

IAS 28 Investments in Associates and Joint 
Ventures (as revised in 2011)

derecognised and their associated liabilities. In 
addition, the amendment requires disclosures 
about the entity’s continuing involvement in 
derecognised assets to enable the users to 
evaluate the nature of, and risks associated with, 
such involvement. The amendment is effective 
for annual periods beginning on or after 1 July 
2011. The Group does not have any assets with 
these characteristics so there has been no effect 
on the presentation of its consolidated financial 
statements.

During the year, the Group entered into a 
business combination transaction and applied 
IFRS 3 Business Combination

Standards issued but not yet effective
The following IASB Standards have been issued/ 
amended but are not yet mandatory, and have 
not been adopted by the Group:

• IFRS 7 Disclosures — Offsetting Financial 
Assets and Financial Liabilities — 
Amendments to IFRS 7 (effective 1 January 
2013)

• IFRS 9 Financial Instruments: Classification 
and Measurement (effective 1 January 2015)

• IFRS 10 Consolidated Financial Statements 
(effective 1 January 2013)

• IFRS 12 Disclosure of Involvement with 
Other Entities (effective 1 January 2013)

• IFRS 13 Fair Value Measurement (effective 1 
January 2013)

• IAS 1 Financial Statement Presentation 
– Presentation of Items of Other 
Comprehensive Income (effective 1 July 
2012)

• IAS 27 Separate Financial Statements (as 
revised in 2011) (effective 1 January 2013)

• IAS 28 Investments in associates and Joint 
Ventures (as revised in 2011) (effective 1 
January 2013) 

• IAS 32 Offsetting Financial Assets and 
Financial Liabilities — Amendments to IAS 
32 (effective 1 January 2014)

The major changes are as follows:
IFRS 7 Disclosures — Offsetting Financial Assets 
and Financial Liabilities — Amendments to IFRS 7

These amendments require an entity to disclose 
information about rights to set-off and related 

As a consequence of the new IFRS 11 Joint 
Arrangements, and IFRS 12 Disclosure of 
Interests in Other Entities, IAS 28 Investments in 
Associates, has been renamed IAS 28 Investments 
in Associates and Joint Ventures, and describes 
the application of the equity method to investments 
in joint ventures in addition to associates. The 
revised standard becomes effective for annual 
periods beginning on or after 1 January 2013.

IAS 32 Offsetting Financial Assets and Financial 
Liabilities — Amendments to IAS 32

These amendments clarify the meaning of 
“currently has a legally enforceable right to set-
off”. The amendments also clarify the application 
of the IAS 32 offsetting criteria to settlement 
systems (such as central clearing house systems) 
which apply gross settlement mechanisms that 
are not simultaneous. These amendments are not 
expected to impact the Group’s financial position 
or performance and become effective for annual 
periods beginning on or after 1 January 2014.

The application of the above Standards/ 
amendments is not expected to have a material 
impact on the financial position or performance 
of the Group as and when they become effective 
or early adopted, except for IFRS 9 and IFRS 13 
which will result in amendments and/or additional 
disclosures relating to classification, measurement 
and associated risks of financial instruments. 
Adoption of other IASB Standards/amendments 
will not have a material effect on the consolidated 
financial position or the consolidated financial 
performance of the Group. 

Basis of consolidation
These consolidated financial statements include the 
financial statements of the Parent Company and 
its subsidiaries which are controlled by the Parent 
Company (collectively “the Group”) as mentioned 
in note 21. Control exists when the Parent Company 
has the power, directly or indirectly, to govern the 
financial and operating policies of an enterprise 
so as to obtain benefits from its activities. The 
financial statements of the subsidiaries are 
included in these consolidated financial statements 
on a line by line basis from the date that control 
effectively commences until the date that control 

arrangements (e.g., collateral agreements). The 
disclosures would provide users with information 
that is useful in evaluating the effect of netting 
arrangements on an entity’s financial position. 
The new disclosures are required for all 
recognised financial instruments that are set off 
in accordance with IAS 32 Financial Instruments: 
Presentation. The disclosures also apply to 
recognised financial instruments that are subject 
to an enforceable master netting arrangement or 
similar agreement, irrespective of whether they 
are set off in accordance with IAS 32. These 
amendments will not impact the Group’s financial 
position or performance and become effective for 
annual periods beginning on or after 1 January 
2013.

 IFRS 9 ‘Financial Instruments’: Classification and 
Measurement

The Standard was issued in November 2009 and 
becomes effective for annual years beginning 
on or after  1 January 2015. IFRS 9 improves 
the ability of the users of the financial statement 
to assess the amount, timing and uncertainty of 
future cash flows of the entity by replacing many 
financial instrument classification categories, 
measurement and associated impairment 
methods. The application of IFRS 9 will result in 
amendments and additional disclosures relating 
to financial instruments and associated risks. 

IFRS 10 Consolidated Financial Statements

IFRS 10, which will be effective 1 January 2013, 
replaces the consolidation guidance in IAS 27 
Consolidated and Separate Financial Statements 
and SIC-12 Consolidation - Special Purpose 
Entities by introducing a single consolidation 
model for all entities based on control, irrespective 
of the nature of the investee (i.e., whether an entity 
is controlled through voting rights of investors 
or through other contractual arrangements as is 
common in special purpose entities). Under IFRS 
10, control is based on whether an investor has 
1) power over the investee; 2) exposure or rights, 
to variable returns from its involvement with the 
investee; and 3) the ability to use its power over 
the investee to affect the amount of the returns.

IFRS 12 Disclosure of Interests in Other Entities
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Property and equipment 
Property and equipment are stated at cost less 
accumulated depreciation and any accumulated 
impairment losses. Cost includes the purchase 
price and directly associated cost of bringing the 
asset to a working condition for its intended use. 
Depreciation is calculated based on the estimated 
useful lives of the applicable assets on a straight-
line basis. Maintenance and repairs, replacements 
and improvements of minor importance are 
expensed as incurred. Significant improvements 
and replacements of assets are capitalised. Gains 
and losses on retirement or disposal of assets are 
included in the consolidated statement of income.

Investment properties
Investment property, which includes land and 
buildings held to earn rentals and/or for capital 
appreciation and is measured initially at its 
cost, including transaction costs. Freehold land 
is carried at cost which is deemed to have an 
indefinite life; accordingly it is not subject to 
depreciation.

Subsequent to initial recognition, investment 
property other than land is measured at cost less 
accumulated depreciation and any impairment 
losses. The carrying amounts are reviewed at 
each statement of financial position date on 
an individual basis to assess whether they are 
recorded in excess of their recoverable amount. 
Provisions for impairment losses, if any, are made 
where carrying values exceed the recoverable 
amount.

An investment property is derecognised upon 
disposal or when the investment property is 
permanently withdrawn from use and no future 
economic benefits are expected from the disposal. 
Any gain or loss arising on de-recognition of the 
property (calculated as the difference between the 
net disposal proceeds and the carrying amount of 
the asset) is included in profit or loss in the period 
in which the property is derecognised.

Investments in associates
An associate is an entity over which the Group 
has significant influence and that is neither a 
subsidiary nor an interest in a joint venture. 
Significant influence is the power to participate 
in the financial and operating policy decisions of 
the investee but no control or joint control over 
those policies.

effectively ceases. Inter-company balances and 
transactions, including inter-company profits and 
unrealised profits and losses are eliminated on 
consolidation. Consolidated financial statements 
are prepared using uniform accounting policies 
for like transactions and other events in similar 
circumstances.  
Where necessary, adjustments are made to the 
financial statements of subsidiaries to bring their 
accounting policies in line with those used by the 
Group.

Non-controlling interest in the equity of 
subsidiaries not attributable to the Group is 
reported as non-controlling interest in the 
consolidated statement of financial position. Profit 
or losses of subsidiaries not attributable to the 
Group is reported in the consolidated statement 
of income as profit or losses attributable to non-
controlling interests. Losses are allocated to the 
non-controlling interest even if they exceed the 
non-controlling interest’s share of equity in the 
subsidiary.  Transactions with non-controlling 
interests are treated as transactions with equity 
owners of the Group. Gains or losses on disposals 
to non-controlling interests are recorded in equity.

Business combination and goodwill
Business combinations are accounted for 
using the acquisition method. The cost of an 
acquisition is measured as the aggregate of 
the consideration transferred, measured at 
acquisition date fair value and the amount of any 
non-controlling interest in the acquiree. For each 
business combination, the acquirer measures the 
non-controlling interest in the acquiree either at 
fair value or at the proportionate share of the 
acquiree’s identifiable net assets. Acquisition 
costs incurred are expensed and included in 
general and administrative expenses.

When the Group acquires a business, it assesses 
the financial assets and liabilities assumed for 
appropriate classification and designation in 
accordance with the contractual terms, economic 
circumstances and pertinent conditions as at the 
acquisition date. This includes the separation of 
embedded derivatives in host contracts by the 
acquiree.

If the business combination is achieved in stages, 

The results and share in net assets and liabilities of 
associates are incorporated in these consolidated 
financial statements using the equity method of 
accounting, except when the investment is classified 
as held for sale, in which case it is accounted for in 
accordance with IFRS 5 Non-current Assets Held 
for Sale and Discontinued Operations. Under 
the equity method, investments in associates are 
carried in the consolidated statement of financial 
position at cost as adjusted for post-acquisition 
changes in the Group’s share of the net assets of 
the associate, less any impairment in the value 
of individual investments. Losses of an associate 
in excess of the Group’s interest in that associate 
(which includes any long-term interests that, in 
substance, form part of the Group’s net investment 
in the associate) are recognised only to the extent 
that the Group has incurred legal or constructive 
obligations or made payments on behalf of the 
associate.

Where a Group entity transacts with an associate 
of the Group, profits from the transaction and 
losses are eliminated to the extent of the Group’s 
interest in the relevant associate.

Impairment of non-financial assets
At each reporting date, the Group reviews 
the carrying amounts of its tangible assets to 
determine whether there is any indication that 
those assets have suffered an impairment loss. If 
any such indication exists, the recoverable amount 
of the asset is estimated in order to determine the 
extent of the impairment loss (if any). Where it is 
not possible to estimate the recoverable amount 
of an individual asset, the Group estimates the 
recoverable amount of the cash-generating unit 
to which the asset belongs. Where a reasonable 
and consistent basis of allocation can be 
identified, corporate assets are also allocated 
to individual cash-generating units, or otherwise 
they are allocated to the smallest group of cash-
generating units for which a reasonable and 
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value 
less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are 
discounted to their present value using a discount 
rate that reflects current market assessments of 
the time value of money and the risks specific to 

the acquisition date fair value of the acquirer’s 
previously held equity interest in the acquiree is 
remeasured to fair value at the acquisition date 
through consolidated statement of income.

Any contingent consideration to be transferred 
by the acquirer will be recognised at fair value 
at the acquisition date. Subsequent changes to 
the fair value of the contingent consideration 
which is deemed to be an asset or liability will 
be recognised in accordance with IAS 39 either 
in consolidated statement of income or as a 
change to other comprehensive income. If the 
contingent consideration is classified as equity, it 
should not be re-measured until it is finally settled 
within equity. In instances where the contingent 
consideration does not fall within the scope of 
IAS 39, it is measured in accordance with the 
appropriate IFRS.

Goodwill is initially measured at cost being the 
excess of the aggregate of the consideration 
transferred and the amount recognised for non-
controlling interest over the net identifiable assets 
acquired and liabilities assumed.

If this consideration is lower than the fair value 
of the net assets of the subsidiary acquired, the 
difference is recognised in consolidated statement 
of income.

After initial recognition, goodwill is measured 
at cost less any accumulated impairment losses. 
For the purpose of impairment testing, goodwill 
acquired in a business combination is, from the 
acquisition date, allocated to each of the Group’s 
cash-generating units that are expected to benefit 
from the combination, irrespective of whether 
other assets or liabilities of the acquiree are 
assigned to those units.

Where goodwill forms part of a cash-generating 
unit and part of the operation within that unit is 
disposed of, the goodwill associated with the 
operation disposed of is included in the carrying 
amount of the operation when determining 
the gain or loss on disposal of the operation. 
Goodwill disposed of in this circumstance is 
measured based on the relative values of the 
operation disposed of and the portion of the 
cash-generating unit retained.
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included in the above classification and are 
principally acquired to be held for an indefinite 
period of time, which may be sold in response 
to needs for liquidity or changes in interest 
rates, exchange rates or equity prices. These are 
subsequently measured and carried at fair value 
and any resultant gains or losses are recognized 
in the consolidated statement of comprehensive 
income. When the “available for sale “asset is 
disposed of or impaired, the related accumulated 
changes in fair values carried in the consolidated 
statement of comprehensive income are 
transferred to consolidated statement of income 
as gains or losses.

Financial assets whose fair value cannot be 
reliably measured are carried at cost less 
impairment losses, if any.

Financial liabilities
Financial liabilities classified as “other than at 
fair value through profit or loss” are carried at 
amortized cost using the effective yield.

Fair values
The fair value of financial instruments traded 
in recognized financial markets is their quoted 
market price, based on closing bid prices. If the 
market for a financial asset is not active or the 
financial instrument is unquoted, fair value is 
derived from recent arm’s length transactions, 
discounted cash flow analysis, other valuation 
techniques commonly used by market participants 
or determined with reference to market values of 
similar instruments. 

The fair value of financial instruments carried at 
amortised cost is estimated by discounting the 
future contractual cash flows at current market 
interest rates for similar financial instruments.

Amortised cost
This is computed using the effective interest 
method less any allowances for impairment. The 
calculation takes into account any premium or 
discount on acquisition and includes transaction 
costs and fees that are an integral part of the 
effective interest rate.

Derivative financial instruments
Derivatives are initially recognised at fair value on 
the date a derivative contract is entered into and 

the asset for which the estimates of future cash 
flows have not been adjusted. 

If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its 
carrying amount, the carrying amount of the 
asset (cash-generating unit) is reduced to its 
recoverable amount. An impairment loss is 
recognised immediately in the consolidated 
statement of income, unless the relevant asset 
is carried at a revalued amount, in which case 
the impairment loss is treated as a revaluation 
decrease.

Where an impairment loss subsequently reverses, 
the carrying amount of the asset (cash-generating 
unit) is increased to the revised estimate of its 
recoverable amount, but so that the increased 
carrying amount does not exceed the carrying 
amount that would have been determined had 
no impairment loss been recognized for the asset 
(cash-generating unit) in prior years. A reversal 
of impairment loss is recognized immediately in 
the consolidated statement of income, unless the 
relevant asset is carried at a revalued amount, in 
which case the reversal of the impairment loss is 
treated as a revaluation increase.

Financial Instruments 
Classification 
In accordance with International Accounting 
Standard (IAS) 39, the Group classifies its financial 
assets as at “fair value through profit or loss”, 
“loans and receivables” and “available for sale” 
and its financial liabilities as “other than at fair 
value through profit or loss”. 

Recognition and de-recognition
A financial asset or a financial liability is 
recognized when the Group becomes a party 
to the contractual provisions of the instrument. 
A financial asset (in whole or in part) is de-
recognised when the contractual rights to receive 
cash flows from the financial asset has expired 
or the Group has transferred substantially all 
risks and rewards of ownership of the financial 
asset, or when it has neither transferred nor 
retained substantially all the risks and rewards 
of ownership of the financial asset and when it no 
longer retains control over the asset. A financial 
liability is derecognised when the obligation 
specified in the contract is discharged, cancelled 
or expired.

are subsequently remeasured at their fair value. 
Derivatives with positive fair values (unrealised 
gains) are included in other receivables and 
derivatives with negative fair values (unrealised 
losses) are included in other payables in the 
consolidated statement of financial position.

Impairment
A financial asset is impaired if its carrying amount 
is greater than its estimated recoverable amount. 
An assessment is made at each consolidated 
statement of financial position date to determine 
whether there is objective evidence that a specific 
financial asset or a group of similar assets may be 
impaired. If such evidence exists, the impairment 
loss is recognised in consolidated statement of 
income.

In case of financial assets classified as ‘available 
for sale’, a significant or prolonged decline in the 
fair value of assets below its cost is considered 
in determining whether the assets are impaired. 
If any such evidence exists for available for sale 
financial assets, the cumulative loss measured as 
the difference between the acquisition cost and 
the current fair value, less any impairment loss on 
that financial asset previously recognised in the 
consolidated statement of income, is recognised in 
the consolidated statement of income.  Subsequent 
increases in fair value of equity instruments are 
not reversed through consolidated statement of 
income.

Borrowing costs
Borrowing costs directly attributable to the 
acquisition, construction, or production of 
qualifying assets which are assets that necessarily 
take a substantial period of time to get ready for 
their intended use or sale, are added to the cost 
of those assets, until such time as the assets are 
substantially ready for their intended use or sale. 
All other borrowing costs are recognised in the 
consolidated statement of income in the year in 
which they are incurred.

Treasury shares
Treasury shares consist of the Parent’s own shares 
that have been issued, subsequently reacquired 
by the Parent and not yet reissued or cancelled. 
The treasury shares are accounted for using 
the cost method.  Under the cost method, the 
weighted average cost of the shares reacquired 

All regular way purchases and sales of 
financial assets are recognized using trade date 
accounting. Regular way purchases or sales are 
purchases or sales of financial assets that require 
delivery of assets with in the time frame generally 
established by regulations or conventions in the 
market place.

Measurement
All financial assets and liabilities are initially 
recognized at its fair value.  Transaction costs 
are added for those financial instruments not 
measured at fair value through profit or loss. 
Transaction costs on financial assets classified 
as investments at fair value through profit or loss 
are recognised in the consolidated statement of 
income.

Financial assets at fair value through profit or loss

These are financial assets that are either financial 
assets held for trading or those designated as 
investments at fair value through profit or loss 
upon initial recognition. A financial asset is 
classified as held for trading if it is acquired or 
incurred principally for the purpose of selling 
or repurchasing in the near term or if on initial 
recognition is part of a portfolio of identifiable 
financial investments that are managed together 
and for which there is evidence of a recent actual 
pattern of short-term profit taking. Financial 
assets designated at fair value through profit or 
loss at inception are financial instruments that are 
not classified as held for trading but are managed 
and their performance evaluated on a fair value 
basis in accordance with the Group’s documented 
investment strategy. Financial assets classified as 
investments at fair value through profit or loss are 
subsequently measured and carried at fair value. 
Resultant unrealised gains and losses arising 
from changes in fair value are included in the 
consolidated statement of income.  

Loans and receivables
Loans and receivables are non-derivative financial 
assets with fixed or determinable payments that 
are not quoted in an active market. These are 
carried at amortized cost using the effective yield.
Available for sale 
These are non-derivative financial assets not 
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operating leases are recognised as an expense 
in the period in which they are incurred.

In the event that lease incentives are received to 
enter into operating leases, such incentives are 
recognised as a liability. The aggregate benefit of 
incentives is recognised as a reduction of rental 
expense on a straight-line basis, except where 
another systematic basis is more representative 
of the time pattern in which economic benefits 
from the leased asset are consumed.

Foreign currencies
Transactions denominated in foreign currencies 
are translated into KD at rates of exchange 
prevailing at the transaction dates. Monetary 
assets and liabilities denominated in foreign 
currencies are retranslated into   KD at rates of 
exchange prevailing at the statement of financial 
position date. The resultant exchange differences 
are taken to the consolidated statement of income.

Offsetting
Financial assets and liabilities are offset when the 
Group has a legally enforceable right to offset and 
intends to settle either on a net basis or to realise 
the asset and settle the liability simultaneously.

Dividend distribution
Dividend distribution to the Group’s shareholders 
is recognised as a liability in the Group’s 
consolidated financial statements in the period in 
which the dividends are approved by the Group’s 
shareholders. 

National Labour Support Tax (NLST)
The Group calculates the NLST in accordance with 
Law No. 19 of 2000 and the Ministry of Finance 
Resolutions No. 24 of 2006 at 2.5% of taxable 
profit for the year. As per law, cash dividends 
from listed companies which are subjected to 
NLST have been deducted from the profit for the 
year. 

Kuwait Foundation for the Advancement of Sciences 
(KFAS)
The Group calculates the contribution to KFAS at 
1% of profit for the year, in accordance with the 
modified calculation based on the Foundation’s 
Board of Directors resolution, which states that 
the Board of Directors’ remuneration and transfer 

is charged to a contra equity account. When the 
treasury shares are reissued, gains are credited 
to a separate account in equity (treasury shares 
reserve) which is not distributable. Any realized 
losses are charged to the same account to the 
extent of the credit balance on that account.

Any excess losses are charged to retained earnings 
then reserves. Gains realized subsequently on 
the sale of treasury shares are first used to offset 
any previously recorded losses in the order of 
reserves, retained earnings and the gain on sale 
of treasury shares account. No cash dividends 
are paid on these shares. The issue of bonus 
shares increases the number of treasury shares 
proportionately and reduces the average cost per 
share without affecting the total cost of treasury 
shares.

Provisions 
Provisions are recognised when the Group has 
a present obligation (legal or constructive) as a 
result of a past event, it is probable that the Group 
will be required to settle the obligation, and a 
reliable estimate can be made of the amount of 
the obligation. 

The amount recognised as a provision is the best 
estimate of the consideration required to settle 
the present obligation at the statement of financial 
position date, taking into account the risks and 
uncertainties surrounding the obligation. Where 
a provision is measured using the cash flows 
estimated to settle the present obligation, its 
carrying amount is the present value of those 
cash flows.

When some or all of the economic benefits 
required to settle a provision are expected to be 
recovered from a third party, the receivable is 
recognised as an asset if it is virtually certain that 
reimbursement will be received and the amount 
of the receivable can be measured reliably.

Provision for staff indemnity
Provision is made for staff indemnity which is 
payable on completion of employment. The 
provision is calculated in accordance with Kuwait 
Labour Law based on employees’ salaries and 
accumulated periods of service or on the basis 
of employment contracts, where such contracts 

to statutory reserve should be excluded from profit 
for the year when determining the contribution. 

Zakat
Contribution to Zakat is calculated at 1% of the 
profit of the Group in accordance with Law No. 
46 of 2006 and the Ministry of Finance resolution 
No. 58/2007 effective from 10 December 2007.

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

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

provide extra benefits. The provision, which is 
unfunded, is determined as the liability that would 
arise as a result of the involuntary termination of 
staff at the statement of financial position date, 
on the basis that this computation is a reliable 
approximation of the present value of this 
obligation.

Cash and cash equivalents
Cash on hand and current account balances with 
banks with maturities not exceeding three months 
from the acquisition date are classified as cash 
and cash equivalents in the statement of cash 
flows.

Revenue recognition 
Revenue is recognised to the extent that it is 
probable that the economic benefits will flow to 
the Group and revenue can be reliably measured. 

Dividend income
Dividend income from investments is recognised 
when the shareholder’s right to receive payment 
has been established. 

Interest income 
Interest income is recognised using the effective 
interest rate method by reference to the principal 
outstanding and the interest rate applicable.

Logistics revenue
Logistics revenue is recognised when services are 
rendered. 
Arrangement fees
Arrangement fee is recognised when right to 
receive payment has been established. 

Leases
The Group as lessor 
Rental income from operating leases is recognised 
on a straight-line basis over the term of the 
relevant lease. 

The Group as lessee 
Operating lease payments are recognised as an 
expense on a straight-line basis over the lease 
term, except where another systematic basis 
is more representative of the time pattern in 
which economic benefits from the leased asset 
are consumed. Contingent rentals arising under 
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3. Property and equipment
Kuwaiti Dinars

 Fixture, office
 equipment and

 prefabricated site
buildings

Tools 
 and motor

vehicles
Total

Cost

At 1 January 2011 1,416,213 83,892 1,500,105

Additions 119,435 29,346 148,781

Disposals (3,325) (3,689) (7,014)

At 31 December 2011 1,532,323 109,549 1,641,872

Additions 970,597 40,849 1,011,446

Acquired through business combination (Note 20) 582,192 125,931 708,123

At 31 December 2012 3,085,112 276,329 3,361,441

Accumulated depreciation

At 1 January 2011 453,627 54,769 508,396

Charge for the year 183,085 12,697 195,782

Disposals (2,882) (3,689) (6,571)

At 31 December 2011 633,830 63,777 697,607

Charge for the year 484,996 14,915 499,911

Acquired through business combination (Note 20) 503,566 56,272 559,838

At 31 December 2012 1,622,392 134,964 1,757,356

Carrying amount

At 31 December 2012 1,462,720 141,365 1,604,085

At 31 December 2011 898,493 45,772 944,265

Annual depreciation rates 20% - 33.33% 20% - 33.33%

4. Investment properties
Kuwaiti Dinars

2012 2011

Cost

At beginning of the year 275,951,218 221,844,950

Additions 82,808,344 54,106,268

358,759,562 275,951,218

Accumulated depreciation

At beginning of the year 13,702,176 10,516,811

Charge for the year 3,315,532 3,185,365

17,017,708 13,702,176

Carrying amount 341,741,854 262,249,042

Annual depreciation rates 2%-3.33% 2%-3.33%

Investment properties include the following:
• KD 170,906,078 (December 2011: KD 113,280,993), which represents costs 

incurred in the construction of Phase III of “The Avenues” commercial mall 
which has been capitalised during the year. This includes borrowing costs of 
KD 4,467,182 (31 December 2011: KD 3,553,862).

• KD 1,405,488 (31 December 2011: KWD 1,661) , which represents costs 
incurred in the construction of Phase IV of “The Avenues” commercial mall, 
no depreciation has been charged as the property is still under development.

• KD 24,190,000 acquired through business combination (Note 20). This 
property has subsequently been acquired by Al Rai Real Estate Company 
W.L.L, a subsidiary of the Parent Company.

Management has estimated the economical useful life for the Avenues Mall to be 
50 years. 
The average fair value of the investment properties at the statement of financial 
position date was estimated by independent valuers to be KD 621,892,000 (31 
December 2011: KD 543,287,944).

5. Investments in associates
During the year, the Parent Company acquired an additional 48.1% equity interest 
in its associate, Al- Rai Logistica KSC (Closed) (“Al Rai Logistica”). Accordingly, 
the Group’s equity interest in Al- Rai Logistica increased to 98.1% and became a 
subsidiary of the Parent Company. This entity has been consolidated from the date 
of exercise of control (Refer Note 20).

Details of the Group’s associates at 31 December are as follows:

Name of associate
Principal 
activity

Place of incorporation
and operation

 Ownership interest
 and voting power

% 2012 % 2011

Injaz Real Estate Building 
Company W.L.L.

Real estate development 
and investments Kuwait 40 40

The movement in investment in associate is as follows:
Kuwaiti Dinars

2012 2011

Balance at 1 January 15,022,816 16,564,451

Conversion to a subsidiary (Note 20) (7,674,855) -

Group’s share of results from associates (520,589) (1,541,635)

Balance at 31 December 6,827,372 15,022,816

Summarised financial information in respect of the Group’s share in the financial 
statements of the associates as at and for the year ended 31 December is as 
follows:

Kuwaiti Dinars

2012 2011

Group’s share of assets 22,406,088 38,778,490

Group’s share of liabilities (10,457,816) (11,024,952)

Group’s share of revenue 1,657,477 3,904,128

Group’s share of results from associates (520,589) (1,541,635)

The investment property included in the books of account of the associate is carried 
at fair value. Appropriate adjustments have been made to the share of results from 
the associate to comply with the Group’s accounting policy.
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6. Available for sale investments
Kuwaiti Dinars

2012 2011

Quoted local equities 4,248,830 5,570,714

Unquoted local equities 2,597,186 2,602,324

Unquoted foreign equities 4,996,426 5,055,584

11,842,442 13,228,622

At 31 December 2012, certain investments amounting to KD 4,233,365 (2011: KD 
4,314,489) were carried at cost, due to the lack of an active market or other 
reliable measure of their fair values. 

7. Accounts receivable and prepayments
Kuwaiti Dinars

2012 2011

Non current

Accounts receivable and  prepayments 1,387,457 -

Current

Trade receivables 3,137,775 1,252,708

Advances to contractors 1,009,362 1,879,813

Other receivables 775,639 728,009

Prepayments 821,143 44,609

Current accounts with associates - 11,939

5,743,919 3,917,078

The average credit period on rendering of services is 30 days. No interest is 
charged on the overdue trade receivables.  As at 31 December 2012, trade 
receivables are neither past due nor impaired.

In determining the recoverability of a trade receivable, the Group considers any 
change in the credit quality of the trade receivable from the date credit was initially 
granted up to the reporting date. The concentration of credit risk is limited due to 
the customer base being large and unrelated. 

The other classes within accounts receivables and prepayments do not contain 
impaired assets.

The carrying amounts of the Group’s trade and other receivables are denominated 
in Kuwaiti Dinars. 

8. Cash and cash equivalents
Cash and cash equivalents included in the consolidated statement of cash flows 
include the following: 

Kuwaiti Dinars

2012 2011

Cash in hand 11,432 6,945

Current and call account with banks 12,035,833 9,737,816

12,047,265 9,744,761

The carrying amount of Group’s cash and cash equivalents are denominated in 
the following currencies represented in equivalent Kuwaiti Dinars:

 Kuwaiti Dinars

2012 2011

Kuwaiti Dinars 11,731,161 9,510,805

US Dollars 298,408 218,957

Other currencies 17,696 14,999

12,047,265 9,744,761

9. Equity and reserves
Share capital and share premium
The Extraordinary General Assembly Meeting of the shareholders held on 
10 April 2012 resolved to increase the Authorised share capital of the Parent 
Company to KD 61,118,855 comprising of 611,188,547 shares of 100 fils each. The 
Annual General Assembly held on 10 April 2012 approved the annual audited 
consolidated financial statements for the year ended 31 December 2011 and the 
distribution of 55,562,595 shares  as  bonus shares (10%) at the nominal value 
of 100 fils per share (31 December 2010: 50,511,450 bonus shares(10%) at the 
nominal value of 100 fils per share) and the distribution of cash dividend of 10 fils 
per share (31 December 2010: Nil) to the shareholders on record as of the date of 
the Annual General Assembly.

The Extraordinary General Meeting of shareholders held on 30 May 2012 approved 
the increase of the Parent Company’s Authorised share capital to 63,964,610 
comprising of 639,646,100 shares of 100 fils each. The meeting approved issuance 
of 28,457,553 ordinary shares at a 680 fils per share including a premium of 
580 fils per share. The shares were issued as consideration for the acquisition of 
48.1% additional equity interest in Al-Rai Logistica (Note 20). Accordingly, the 
authorised, issued and fully paid up share capital of the Parent Company as at 31 
December 2012 consist of 639,646,100 (31 December 2011:  555,625,950) shares 
of 100 fils each.
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Statutory reserve
In accordance with the Commercial Companies’ Law and the Company’s Articles 
of Association, 10% of the profit for the year before KFAS, NLST, Zakat and 
Directors’ fees is to be transferred to statutory reserve until this reserve reaches 
a minimum of 50% of share capital. Distribution of this reserve is limited to the 
amount required to enable the payment of a dividend of maximum 5% of share 
capital in years when retained earnings are not sufficient for payment of such 
dividend.

General reserve
In accordance with the Company’s Articles of Association, 10% of the profit for 
the year before KFAS, NLST, Zakat and Directors’ fees has been transferred to 
the general reserve. This transfer may be discontinued by a resolution adopted by 
the ordinary assembly as recommended by the Board of Directors. There are no 
restrictions on distributions from the general reserve.

Treasury shares

Kuwaiti Dinars

2012 2011

Number of own shares 3,380,100 3,072,819

Percentage of issued shares 0.53% 0.55%

Book value (KD) 2,261,256 2,261,256

Market value (KD) 3,920,916 2,639,552

Reserves equivalent to the cost of purchase of the treasury shares have been 
earmarked as non-distributable in the Company.

10. Proposed dividends 
The Board of Directors has proposed the distribution of 10% bonus shares 
in the ratio of 10 shares for every 100 shares totalling 63,964,610 shares (31 
December 2011: 55,562,595 shares) and 20% cash dividend amounting to 20 fils 
per share (2011: 10% amounting to 10 fils per share) of the paid-up capital as at 
31 December 2012 to the registered shareholders as at the date of the general 
assembly. This proposal is subject to approval of shareholders at the Annual 
General Assembly Meeting.

11. Other non-current liabilities
Kuwaiti Dinars

2012 2011

Security deposits 11,762,098 9,692,018

Retention payable 12,306,846 7,935,620

Other non current liabilities 5,741,274 2,251,535

29,810,218 19,879,173

12. Term loans

Kuwaiti Dinars

2012 2011

Non current 104,165,358 87,647,858

Current 25,182,500 27,135,000

129,347,858 114,782,858

The effective interest rates of these term loans as at 31 December 2012 were 4 % 
to 4.6% (31 December 2011: 4.5% to 5.5%) per annum.

13. Trade and other payables 
Kuwaiti Dinars

2012 2011

Trade payables 1,650,129 723,025

Retentions payable 749,256 484,826

Payable to contractors 5,357,471 10,172,619

Rent received in advance 17,382,981 7,510,683

Payable to KFAS, NLST, and Zakat 1,539,600 954,371

Other payables 3,058,894 5,408,261

29,738,331 25,253,785

The carrying amounts of the Group’s trade and other payables are denominated 
in Kuwaiti Dinars. 
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14. Segment reporting
The Group has adopted IFRS 8 ‘Operating Segments’ with effect from 1 January 2009. 
Under IFRS 8, reported segment profits are based on internal management reporting 
information that is regularly reviewed by the chief operating decision maker in order to 
allocate resources to the segment and to assess its performance and is reconciled to the 
Group’s profit or loss. 

The Group is organised into functional divisions in order to manage its various lines 
of business.  For the purpose of segment reporting, the Group’s management uses the 
following business segments:

a) Construction and real estate investment: includes real estate development, Group’s 
properties, projects leasing and the construction activity for self or others.

b) Logistics: includes all types of transportation, distribution, handling and customs 
clearance for goods.

c) Financial investments: includes investments in portfolios, shares and financial 
instruments in and outside Kuwait managed by self or by specialised firms.

Segment reporting information for the year ended 31 December is as follows: 

Kuwaiti Dinars

 Construction and real
estate investment

Logistics
 Financial

investments
Unallocated Total

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

Segment 
revenue 48,253,048 37,663,118 4,211,615 - 2,985,618 (684,479) (297,762) (1,020,675) 55,152,519 35,957,964

Segment  
expenses (16,099,044) (14,139,634) (3,993,532) - (35,838) (13,557) (1,609,600) (1,024,371) (21,738,014) (15,177,562)

Segment 
results 32,154,004 23,523,484 218,083 - 2,949,780 (698,036) (1,907,362) (2,545,046) 33,414,505 20,780,402

15. Investment properties revenue
The details of revenue relating to construction and real estate investment are:

Kuwaiti Dinars

2012 2011

Income from investment properties 37,812,711 33,851,281

Arrangement fees from investors 6,379,442 556,300

Advertising services for investors 3,088,478 2,365,473

Others 972,417 890,064

48,253,048 37,663,118

16. Investment properties expenses
The details of expenses relating to construction and real estate investment are:

Kuwaiti Dinars

2012 2011

Lease rentals 2,681,719 2,564,544

Repair and maintenance charges 3,681,213 3,147,873

General operating expenses 2,284,150 1,421,910

8,647,082 7,134,327

17. Net Income/ (loss) from investments
The details of net income/ (loss) from financial investments are:

Kuwaiti Dinars

2012 2011

Gain on business combinations achieved in stages (Note 20) 2,224,484 -

Gain on bargain purchase (Note 20) 541,107 -

Dividend income on available for sale investments 241,635 446,956

Net gain on sale of available for sale investments 403,660 5,580

Impairment in value of available for sale investments (425,268) (1,137,015)

2,985,618 (684,479)

18. Related party transactions
Related parties represent major shareholders, directors and key management 
personnel of the Group, and entities controlled, jointly controlled or significantly 
influenced by such parties. Pricing policies and terms of these transactions are 
approved by the Group’s management.

Balances
Balances with related parties included in the consolidated statement of financial 
position are as follows:

Kuwaiti Dinars

2012 2011

Accounts receivable and prepayments 

Receivables from associate  (Note 7) 3,046,854 2,079,696
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Transactions
Transactions with related parties included in the consolidated statement of income 
are as follows:

Kuwaiti Dinars

2012 2011

Investment properties revenue 5,841,348 5,721,743

Compensation of key management personnel
The remuneration of directors and other members of key management during the 
year were as follows:

Kuwaiti Dinars

2012 2011

Salaries and other short-term benefits 402,076 403,889

Termination benefits 78,076 80,466

480,152 484,355

19. Basic and diluted earnings per share
Basic and diluted earnings per share is computed by dividing profit for the year by 
the weighted average number of shares outstanding during the year.
There are no potential dilutive ordinary shares. The information necessary to 
calculate basic earnings per share based on the weighted average number of 
shares outstanding during the year is as follows:

Kuwaiti Dinars

2012 2011

Profit for the year 33,277,658 20,780,402

Shares Shares

Weighted average number of outstanding  shares during the year 624,525,313 607,700,047

Basic and diluted earnings per share 53.28fils 34.20fils

The basic and diluted earnings per share for the previous year was 37.62 fils 
before retrospective adjustment to the number of shares for bonus shares issued 
in 2012 (Refer note 9).

20. Business combination
On 30 May 2012, the Parent Company acquired an additional 48.1% equity 
interest in Al- Rai Logistica (previously classified as investment in associate), for a 
consideration of KD 19,351,136 (Note 9). Accordingly, the Group’s equity interest in 
Al- Rai Logistica increased to 98.1%; became a subsidiary of the Parent Company; 
and has been consolidated from the date of exercise of control.

The acquisition has been accounted for in accordance with IFRS 3: Business 
combinations (“IFRS 3”). As the business combination was achieved in stages, the 
Group re-measured its previously held equity interest in Al-Rai Logistica at the 
acquisition date fair value and recognised a gain of KD 2,224,484 as part of “Net 
income/(loss) from investments” (Note 17).

Subsequent to the acquisition, the Group carried out a Purchase Price Allocation 
(PPA). Accordingly, the consideration paid and the values of assets acquired 
and liabilities assumed, as well as the non-controlling interest at fair value, are 
summarised as follows:

Kuwaiti Dinars

Non-current assets

Property and equipment 148,285

Investment property 24,190,000

Available for sale investments 83,200

Accounts receivable and other assets 1,595,820

26,017,305

Current assets

Accounts receivable and other assets 2,276,750

Cash and cash equivalents 3,496,601

5,773,351

Total assets 31,790,656

Non – current liabilities

Provision for staff indemnity 262,163

Current liabilities

Trade and other payables 1,368,148

Total liabilities 1,630,311

Net assets acquired 30,160,345

Consideration paid (Note 9) 19,351,136

Fair value of non controlling interest in acquires 368,762

Fair value of Group’s previously held equity interest 9,899,340

29,619,238

Gain on bargain purchase (Note 17) 541,107

Cash inflow on acquisition 

Cash  and cash equivalent  paid -

Cash and cash equivalents in subsidiary acquired 3,496,601

Cash inflow on acquisition 3,496,601
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As a result of Al Rai Logistica become a subsidiary of the Group, the consolidated 
statement of income of the Group includes the following from the date of control.

Kuwaiti Dinars

Revenue 5,568,434

Profit for the period 687,027

Had the acquisition of Al Rai Logistica taken place at the beginning of the year, 
profit for the year of the Group for the period would have been higher by KD 
241,972 and the profit attributable to the equity holders of the Group would have 
been higher by KD 232,962.

21. Subsidiaries 
Details of the Group’s subsidiaries at 31 December 2012 are as follows:

Name of subsidiary
 Place of 

incorporation

 Proportion of
 ownership 

 interest  and 
 voting power

Principal activities

2012 2011

% %

Kuwait Prefabricated Building 
Company W.L.L. Kuwait 100 100 General trading and 

contracting

Al-Rai Real Estate Company W.L.L. Kuwait 100 100 Investments

Second National for Trading and 
Contracting Company W.L.L. Kuwait 100 100 Investments, general 

trading and contracting

The Avenues Holding S.A.K. (Closed) Kuwait 100 100 Investments,

Al-Rai Lake Company W.L.L Kuwait 100 100 Investments, general 
trading and contracting

Fifth Ring Road Company W.L.L. Kuwait 100 100 Investments, general 
trading and contracting

KBCC Realty International Limited B.V.I. 100 100 Investments

Mabanee Egypt for Real
Estate Development Ltd. Egypt 100 100 Investment in  real estate

Mabanee Bahrain Company  W.L.L Bahrain 100 100 Investment in  real estate

The Avenues for Publication, Advertising, 
Distribution and Technical Production 
Company WLL

Kuwait 100 100
Advertising, publishing, 
distribution and  art 
production

Al-Rai Logistica K.S.C. (Closed) (Note 5) Kuwait 98.1% -
Warehousing facilities, 
construction and 
management

Al-Rai Lake Company W.L.L is under liquidation process.

22. Commitments and contingent liabilities
a) At 31 December 2012, there were capital commitments amounting to KD 

98,922 in respect of uncalled capital of investments (2011: KD 98,922). 
b) Future capital expenditure approved by the Group’s Management outstanding 

as at 31 December 2012 is KD 11,419,840 (2011: KD 44,687,272).
c) At 31 December 2012, the Group has letters of credit, bank guarantees and 

corporate guarantee amounting to KD 13,175,152 (2011: KD 15,149,123).  

23. Fair value of financial instruments
Financial instruments comprise of financial assets and financial liabilities.  Financial 
assets consist of cash and bank balances, receivable from associates trade and 
other receivables, and investments. Financial liabilities consist of term loans, and 
trade and other payables. 

Fair value
Fair value represents the amount for which an asset could be exchanged, or 
a liability settled, between knowledgeable, willing parties in an arm’s length 
transaction. A significant portion of the Group’s financial assets are carried at 
fair value on the consolidated statement of financial position date and those fair 
values were determined by reference to published price quotations. The fair values 
of financial instruments that are carried at amortized cost are not significantly 
different from book value as the majority are short-term in nature. The methods 
and assumptions used in estimating the fair values of financial instruments were 
disclosed in note 2 of accounting policies section.

The table below analyzes financial instruments carried at fair value, by valuation 
methods. The different levels have been defined as follows:

• Level 1 : quoted prices (unadjusted) in active markets for identical assets or 
liabilities;

• Level 2 : inputs other than quoted prices included within level 1 that are 
observable for the asset or liability, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices);

• Level 3 : inputs for the asset or liability that are not based on observable 
market data (unobservable inputs).

31 December 2012 Level 1 Level 2 Level 3  Total

Available for sale investments 4,248,830 2,697,179 663,068 7,609,077

31 December 2011 Level 1 Level 2 Level 3  Total

Available for sale investments 5,570,714 2,790,919 552,500 8,914,133
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24. Financial risk management 
Risk is inherent in the Group’s activities but it is managed through a process 
of ongoing identification, measurement and monitoring, subject to risk limits 
and other controls. This process of risk management is critical to the Group’s 
continuing profitability and each individual within the Group is accountable for 
the risk exposures relating to his or her responsibilities. The Group is exposed to 
credit risk, liquidity risk and market risk, the latter being subdivided into interest 
risk, foreign currency risk and equity price risk. It is also subject to operating 
risks. The independent risk control process does not include business risks such as 
changes in the environment technology and industry. They are monitored through 
the Group’s strategic planning process.

Credit risk
Credit risk refers to the risk that counterparty will default on its contractual 
obligations resulting in financial loss to the Group. The Group has adopted a 
policy of only dealing with creditworthy counterparties as a means of mitigating 
the risk of financial loss from defaults.

The Group is exposed to credit risk on bank balances and trade and other 
receivables. The Group’s exposure to credit risk arises from default of the 
counterparty, with a maximum exposure equal to the carrying amount of these 
instruments. 

The Group’s exposure to credit risk is considered to be low as it does not have 
significant exposure to any individual customer or counterparty. Policies and 
procedures are in place to perform ongoing credit evaluations of the financial 
condition of counterparties and customers. The maximum exposure to credit risk 
at the reporting date was:

Kuwaiti Dinars

2012 2011

Receivables from associates 3,046,854 2,079,969

Current and call accounts with banks 12,035,833 9,737,816

Accounts receivables 3,913,414 1,992,656

18,996,101 13,810,441

Liquidity risk
Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to 
meet its commitments. The Group manages liquidity risk by maintaining adequate 
cash and cash equivalents, overdraft facilities and borrowing facilities and by 
continuously monitoring forecast and actual cash flows and matching the maturity 
profiles of financial assets and liabilities. 

The table below summarises the maturities of the Group’s undiscounted financial 
liabilities at 31 December 2012 and 2011, based on contractual payment dates 
and current market interest rates:

Kuwaiti Dinars

31 December 2012  Within   3 to 12 1 to 5

3 months months Years Total  

Term loans 6,223,690 24,344,778 110,760,648 141,329,116

Non current liabilities - - 29,810,218 29,810,218

Trade and other payables 28,263,383 1,474,948 - 29,738,331

Total liabilities 34,487,073 25,819,726 140,570,866 200,877,665

Contingent liabilities 170,152 3,005,000 10,000,000 13,175,152

31 December 2011    Within 3 to 12 1 to 5

3 months Months Years   Total

Term loans 6,384,229 26,174,950 94,099,051 126,658,230

Non current liabilities - - 19,879,173 19,879,173

Trade and other payables 18,713,897 6,539,888 - 25,253,785

Total liabilities 25,098,126 32,714,838 113,978,224 171,791,188

Contingent liabilities 2,774,561 2,774,562 9,600,000 15,149,123

Market risk
Market risk is the risk that the value of a financial instrument will fluctuate as a 
result of changes in market prices. The Group manages this risk by diversifying 
its investments.

Interest rate risk
Interest rate risk arises from the risk that future cash flows or fair values of a 
financial instrument will fluctuate because of changes in market interest rates.

The Group’s interest rate risk arises primarily from its exposure to interest bearing 
liabilities, which are at floating rates and pegged to Central Bank of Kuwait 
Discount Rate.

The Group monitors its interest rate exposure on a dynamic basis and considers 
the options for refinancing, renewal of existing positions and alternative financing 
to limit its losses against adverse movement of interest rates.

At 31 December 2012, if interest rates on borrowings at that date had been 25 
basis points higher with all other variables held constant, the profit for the year 
would have been higher by KD 32,336 (31 December 2011: KD 90,750).

Alternatively, a 25 basis points decrease in interest rates, would have had the 
equal but the opposite effect on the profit..
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Foreign currency risk
The Group is not significantly exposed to foreign currency risk as the Group’s 
foreign currency assets and liabilities are not significant. 

Equity price risk
Equity price risk arises from changes in the fair values of equity investments. The 
unquoted equity price risk exposure arises from the Group’s investment portfolio. 
Group’s quoted investments are listed on the Kuwait Stock Exchange.

The effect on equity (as a result of a change in the fair value of available for 
sale investments at 31 December) due to a reasonably possible change in market 
indices, with all other variables held constant is as follows:

2012 2011

Market indices
 Change in
equity Price

 Effect on
equity

 Change in
equity Price

 Effect on
equity

% KD % KD

Kuwait Stock Exchange 5 319,332 5 413,994

Operational risk
Operational risk is the risk of loss arising from systems failure, human error, 
fraud or external events. When controls fail to perform, operational risks can 
cause damage to reputation, have legal or regulatory implications, or lead to 
financial loss. The Group cannot expect to eliminate all operational risks, but 
through a control framework and by monitoring and responding to potential risks, 
the Group is able to manage the risks. Controls include effective segregation of 
duties, access, authorisation and reconciliation procedures, staff education and 
assessment processes. 

25. Capital risk management 
The Group’s objectives when managing capital are to safeguard its ability to 
continue as a going concern in order to provide returns for shareholders and to 
maintain an optimal capital structure to reduce the cost of capital

Management considers net debt and equity as its total capital for the purpose 
of capital management. Net debt is total borrowings as shown in consolidated 
statement of financial position less cash and cash equivalents. As of 31 December 
2012, the total capital of the Group for the purpose of capital management is KD 
311,675,480 (31 December 2011: KD 251,758,081). In order to maintain or adjust 
the capital structure, the Parent Company may increase capital, adjust the amount 
of dividends paid to shareholders or sell assets to reduce debt. Under the laws of 
Kuwait, the Company also appropriates 10% of its net profit to a statutory reserve 
till it reaches 50% of the share capital, with restrictions on distribution.

Consistent with others in the industry, the Group monitors capital on the basis 
of the gearing ratio. As at 31 December 2012, the gearing ratio was 60% (31 
December 2011: 72%).

26. Significant accounting judgements and estimates
The preparation of financial statements in conformity with IFRS requires 
management to make estimates and assumptions that may affect amounts reported 
in these financial statements, as actual results could differ from those estimates. It 
also requires management to exercise its judgment in the process of applying the 
Group’s accounting policies. Judgments and estimates that are significant to the 
financial statements are:

Classification of financial instruments
On acquisition of a financial instrument, management has to decide its classification. 
In making that judgement the Group considers the primary purpose for which 
it is acquired and how it intends to manage and report its performance. Such 
judgement determines whether the instruments are subsequently measured at 
amortized cost or at fair value and the treatment of changes in their fair values.

Impairment of available for sale investments
The Group follows the guidance of IAS 39 “Financial Instruments: Recognition and 
measurement” to determine when an available for sale investment is impaired. 
This determination requires significant judgement. In making this judgement, the 
Group assesses, among other factors, whether objective evidence of impairment 
exists.

Investment properties revenue
The Group has entered into investment agreements for leased units on its investment 
properties.  Income under these agreements is a combination of arrangement 
fees, rentals, recovery of certain expenses and maintenance fees. The method 
of revenue recognition relating to fees arising under these agreements requires 
judgment within the context of International Accounting Standard 18 - Revenue.

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

• recent arm’s length market transactions;
• current fair value of another instrument that is substantially the same;
• the expected cash flows discounted at current rates applicable for items with 

similar terms and risk characteristics; or
• other valuation models.

Impairment of investment properties and property and equipment 
The Group’s management tests annually whether tangible assets and investment 
properties have suffered impairment in accordance with accounting policies stated 
in note 2, the recoverable amount of an asset is determined based on value-in-
use method. This method uses estimated cash flow projections over the estimated 
useful life of the asset discounted using market rates.

Depreciation of investment properties and property and equipment
The Group’s management determines the useful lives and related depreciation 
charges. The depreciation charge for the year will change significantly if actual 
life is different from the estimated useful life of the asset.
Impairment of receivables  
The Group’s management reviews periodically items classified as receivables to 
assess whether a provision for impairment should be recorded in the consolidated 6766



statement of income. Management estimates the amount and timing of future 
cash flows when determining the level of provisions required. Such estimates are 
necessarily based on assumptions about several factors involving varying degrees 
of judgement and uncertainty.

27. Comparatives
Certain prior year amounts have been reclassified to conform with current 
presentation but with no effect on net profit or shareholder’s equity.
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