







































































MABANEE COMPANY S.A.K. (CLOSED) AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

, Frmabhanse
For the vear ended 31 December 2008
240. SEGMENT REPORTING
Construction and
real estate investment Financial investments Total
(Restated) (Restated) (Restated)
2008 2007 2008 2007 2008 2007
KD KD KD KD KD KD

Segment revenue 36,311,961 18,868,216 7.320.781 14,204,903 43,632,742 33,073,119
Depreciation (2.528,218) (1.572.402) - - (2.528,218) (1.572.402)
tmpairment 1n value of available for safe investments . . (20,805,533) - (20,805,533) ~
Segment expenses (11,656,455) (6,564.367) (391,483) (86.495) (12,047,938) (6.650,862)
Segment results 22,127,288 10.731.447 (13.876.235) 14,118,408 8.251,053 24,849 855
Unallocated revenue 499,666 128,116
Unallocated depreciation (73,021) (47,077)
Unallocated other expenses (2,178,204) (2,921,495
Share of results from associate (274,225) -
impairment of investment 1n associate - {258.442)
Profit for the year 6,225,269 21,750,957
Segment assels 180,836,396 130.587.162 48,855,321 61,272,833 229,691,717 191,859,995
Unallocated assets 1,127,126 3,378,770
Tota! assets 230,818,843 195,238,765
Segment liabilities 122,957,944 91,204,448 8.108 701 122,966,052 91,205,149
Unallocated ligbiities ' 10,244,694 11,036,442
Total liabilities 133,210,746 102,241,591
Capital expenditure 30,855,935 54,235,635 . - 30,855,935 54,235,635
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20.a

20.b

21.

Investment properties revenue _
The details of revenue relating to construction and real estate investment are!

(Restated)
2008 2007
KD . KD
Rental income from outlets and basements . 23,555,731 13,325,775
Arrangement fees from investors 11,006,506 4,687,800
Advertising services for investors 1,405,723 679,466
Information technology services for investors 191.850 158,718
Others 152,157 16,457
36,311,961 18,868,216
Financial investments
The details of net (loss) gain from imvestments relating to financial investments are:
2008 2007
KD KD
Dividend income on investments carried at fair value through
income statement : 577,366 808,511
Dividend income on available for sale inﬁesnnents 839,765 970,998
Net gain on sale of investments cartied at fair value through income
statement 770,964 787,168
Net gain on sale of available for sale investments 2,783,251 323,000
Net gain on revaluation of investments carried at fair value through
income statement 2,192,854 11,213,998
Interest income 156,581 T 101,228
Impairment in value of available for sale investments (20,805,533) -
(13,484,752) 14,204,903

RELATED PARTY TRANSACTIONS

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

a) Balances with related parties included in the consolidated balance sheet are as follows:

2008 20607
KD KD
Accounts receivable and prepayments
Current account with associate (see Note 10) 679,408 207,098
Trade and other payables
Rent received in advance (see Note 19) 614,542 1,484,791
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22,

RELATED PARTY TRANSACTIONS (CONTINUED)

b) Transactions with related parties included in the consolidated income statement are as follows:

2008 2007
KD KD
Rental income : 4,725420 2,333,378

¢) Compensation of key management personnel

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

2008 2007

_ KD KD
Salaries and other short-term benefits 517,795 315,735
Termination benefits 120,612 36,300
352,035

638,407

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 wetghted average number of shares outstanding during the year is as follows:

2008 {Restated)
2007
KD KD
Profit for the year 6,225,269 21,750,957
_ Shares Shares
Number of authorised, issued and fully paid shares outstanding
during the year . 417,450,000 417,430,000
Less: Weighted average number of treasury shares during the year (576,667) (697,646)
Weighted average number of outstanding shares during the year 416,873,333 416,752,354
Basic and diluted earnings per share 14.93 Fils 52.19 Fils

The basic and diluted earnings per share for the previous year was 50 51 fils before retroactive adjustment
to the number of shares for bonus shares issued in 2008 (see Note 24) and restatement of comparative

figures (see Note 3 and 29)
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23 SUBSIDIARIES
Details of the Group’s subsidiaries at 31 December 2008 are as follows:

Proportion of

Place of ownership interest
Name of subsidiary incorporation and voting power Principal activities
' 2008 2007
_ % %

Kuwait Prefabricated General trading and
Building Company W.L L Kuwait 100 100 contracting
Al-Ral Real Estate Investment in real
Company WLEL. Kuwait 190 100 estate
Second National for

Trading and Contracting Investments, general
Company W.L.L Kuwait 100 100 trading and contracting
The Avenues Holding Management of movie

S A K. (Closed) Kuwait 100 100 theatres
Al-Rai Lake Company Investments, general
WILlL Kuwait 160 100 trading and coniracting
Fifth Ring Road Company Investments, general

W.LL . Kuwait 100 100 trading and contracting
KBCC Realty International

Limited BVI 100 100 Investments
Mabanee Egypt for Real ' investment in real

Estate Development Ltd Egypt 100 - estate
Mabanee Bahrain Company Investment in real

WLL Bahrain 100 - gstate

On 28 January 2008, the Group established a wholly owned subsidiary named Mabanee Egypt for Real
Estate Development W L L in Egypt with an authorised capital of 100 shares of EGP 200 each, fully paid
up by the Company On 17 March 2008, the Group established Mabanee Bahrain W.L L , a wholly owned
subsidiary incorporated in Bahrain with an authorised capital of 1,000 shares of BD 100 each, fully paid up
by the Company

24, PROPOSED DIVIDENDS
The Board of Directors have proposed the distribution of bonus shares of 10% (2007 15%) of the paid-up
capital as at 31 December 2008 to the shareholders of record as of the daie of the general assembly This
proposal is subject to approval at the Annual General Assembly Meeting.

The Annual General Assembly held on 25 March 2008 approved the annual audited consolidated financial
staternents fot the year ended 31 December 2007 and the proposed distribution of bonus shares of 15%
(2006: bonus shares of 10%) of the paid-up capital at 31 December 2007 to the shareholders on record as of

the date of the general assembly

25. COMMITMENTS AND CONTINGENT LIABILITIES
At the balance sheet date, there was a capital commitment amounting to KD 106,714 in respect of uncalled
capital of investments (2007: KD 144,776).
The Group’s management has approved fiure capital expendituwres contracted for at the balance sheet date
amounting to XD 24,468,749 (2007: KD 21,582,745)
At 31 December 2008, the Group has given letters of credit and bank guarantees amounting to KD Nil
(2007: KD 1,149,475)
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26.

27.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities. Financial assets consist of cash and bank
balances, short term deposits, receivables, and investments. Financial liabilities consist of bank overdrafts, term
loans, and payables

The fair values of financial instruments, with the exception of certain available for sale investments carried at cost
(Note 8), investment properties (Note 6) and security deposits (Note 16) are not materially different from their
carrying values.

For financial assets and financial labilities that are liquid or having a short term maturity (less than three months) it
is assumed that the carrying amounts approximate to their fair value This assumption is also applied to variable rate
financial instruments

RISK MANAGEMENT

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification, measurement
and menitoring, subject to risk limits and other controls This process of 1isk 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

27.1 Credit risk .

Crédit risk refers to the risk that a 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 tisk on bank balances, short term deposits, and 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 tisk is considered to be low as it does not have significant exposure to any
individual customer o1 counterparty Policies and procedures are in place to perform ongoing credit evaluations of
the financial condition of counterparties and customets

27.2 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 matuity profiles of
financial assets and liabilities.

The table below summarises the maturities of the Group’s undiscounted financial liabilities at 31 Decemnber 2008
and 2007, based on contractual payment dates and current market mterest 1ates.

31 December 2008 Within 3ito 12 Ttes
' 3 months months vears Total
KD KD KD KD

Term loans 1,437,573 63,310,688 44,353,220 109,101,481
Other non-current liabilities - - 9,112,790 9,112,790
Bank overdrafts - 3,620,176 - 3,620,176
Trade and other payables - 16,851,639 - 16,851,639
TOTAL LIABILITIES 1,437,573 83,782,503 53,466,010 138,686,080
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27 RISK MANAGEMENT
27.2 Liquidity risk (continued)

31 December 2007

(Restated) Within 3012 15
3 months months years Total
KD KD KD KD
Term loans Co- 27,741,106 44,886,012 72627118
Other non-current liabilities - - 9,227,658 9,227,658
Bank overdrafls - 6,805,420 - 6,805,420
Trade and other payables - 22,148,829 - 22,148,829
TOTAL LIABILITIES - 56,695,355 54,113,670 110,809,025
Contingent liabilities - - 1,149,475 1,149,475

273 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 investing surplus funds with professional pertfolio managers and by
diversifying its investments

27.3 1 Interest rate risk

Interest rate risk is the sensitivity of the Group’s financial condition to future movements in interest rates
The Group would be exposed to interest rate tisk as a result of mismatches in the amounts of interest
sensitive assets and liabilities that mature or reprice in a given period

The following table demonstrates the sensitivity of the consolidated income statement to rsasonably
possibie changes in interest rates, with all other variables held constant.

The sensitivity of the consolidated income staternent is the effect of the assumed changes in interest 1ates
on the Group’s profit for one year, based on the floating rate financial assets and financial liabilities held at
31 December 2008 and 2007 There is no impact on the Group’s equity

27.3 1 Interest rate risk
Increase/decrease  Effect on profit

in basis points for the year
KD
2008
KD 25 277,945
2007 :
KD 25 90,294

Interest rate risk sensitivity to interest rate movement will be on a symumetsic basis because financial
instruments that can give rise to non-symmetric movement are not significant
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27, RISK MANAGEMENT {CONTiNUED)

27.3.2 Foreign exchange risk

The Group is not significantly exposed to foreign exchange tisk as the Group’s foreign currency assets and
liabilities are not significant

27.3.3 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. The majority of the 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 2008 and 2007} and the Group’s profit (as a result of a change in the fair value of investments at
fair value through income statement at 31 December 2008 and 2007} due to a reasonably possible change in
market indices, with all other variables held constant is as follows:

2008 2007
Change in Effect on Change in Effect on
equity Effect on profit for equity Effect on profit for the
Mar ket price equity the year price equity year
indices % KD KD % KD KD
Kuwait Stock
Exchange 5 1,247,069 47,682 5 603,810 1,212,933

27.4 Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud o1 external events
When controls fail to petform, 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, including the use of internal audit

29



MABANEE COMPANY S.A K. (CLOSED) AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Fort the year ended 3| December 2008

28 CAPITAL MANAGEMENT

The primary objective of the Group's capital management is to ensure that it maintains a healthy capital structure to be
able to finance its overall operations and growth The Group’s funding structure comprises of a mixture of long term
loans, short term loans, and equity (share capital and related reserves)

The Group manages its capital stucture and makes adjustments to it, in light of changes in economic conditions When
deciding on an optimal capital structure, the Group gives consideration to an interest coverage ratio which gives
management an indication of the Group’s ability to setvice the debt. Interest coverage ratio is defined as profit from
operations before finance cost less general and administrative expenses divided by finance costs of the same period
The Group's policy is to maintain an interest coverage ratio of 2 or above

2008 (Restated)

2007

Kb KD
Profit fiom operations 22,127,288 10,731,447
Add: finance costs 6,068,117 2,658,981
Less: general and administrative expenses (2,296,131) (2,201,317)
Adjusted profit 25,899,274 11,189,111
Finance costs 6,068,117 2,058,981
4.3 4.2

Interest coverage ratio

The total capital of the Group represents equity attributable to the equity holders of the parent less cumulative changes
in fair values which-at 31 December 2008 was KD 97.7 million (2007- Restated: KD 93 .8 million) and the gearing satio
{(net debt to total capital plus net debt) was 46% (2007- Restated: 42%)

29 COMPARATIVE FIGURES

Prior year amounts have been restated and reciassified to conform to the changes in accounting policies as disclosed
in Note 3 for the treatment of arrangement fees received from investors and presentation of the consolidated income

statement.
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