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REPORT ON REVIEW OF INTERIM CONSOLIDATED FINANCIAL INFORMATION
The Board of Directors

ACICO Industries Co. - K.S.C. (Closed)
State of Kuwait

Introduction

We have reviewed the accompanying interim condensed consolidated statement of financial position of ACICO Industries Co. - K.S.C. (Closed) (the parent company) and subsidiaries (the group) as of March 31, 2011 and the related interim condensed consolidated statements of income, comprehensive income, changes in equity and cash flows for the three month period then ended. Management is responsible for the preparation and presentation of this interim consolidated financial information in accordance with International Accounting Standard 34, ‘Interim Financial Reporting’. Our responsibility is to express a conclusion on this interim consolidated financial information based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity.” A review of interim consolidated financial information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim consolidated financial information is not prepared, in all material respects, in accordance with International Accounting Standard 34.

Report on other Legal and Regulatory Requirements

Furthermore, the interim consolidated financial information is in agreement with the books of account of the Parent Company and to the best of our knowledge and belief, there were no contraventions during the period ended March 31, 2011 of either the Commercial Companies Law or the parent Company’s Articles of Association, which might have materially affected the Group’s financial position or results of its operations.

	Abdul Rahman Al-Qaoud & Partners
	Dr. Shuaib A. Shuaib

	Public Accountants
	RSM Albazie & Co.

	Licence No. 25-A
	Licence No. 33-A

	Member of MSI Global Alliance
	


State of Kuwait

May 12, 2011
	ASSETS
	Note
	
	March 31,
2011
	
	December 31,
2010
(Audited)
	
	March 31,
2010

	 
	
	
	
	
	
	
	

	Cash and cash equivalents
	
	
	2,716,662
	
	2,437,639
	
	7,651,388

	Accounts receivable and other debit balances
	
	
	7,763,636
	
	8,591,743
	
	6,086,318

	Gross amount due from customers for contract work
	
	
	132,921
	
	33,978
	
	212,034

	Due from related parties
	3
	
	5,736,069
	
	4,564,661
	
	6,943,388

	Inventories
	
	
	5,451,268
	
	5,993,340
	
	5,382,611

	Lands under development
	
	
	-
	
	-
	
	164,420

	Investments available for sale
	
	
	2,551,862
	
	2,551,862
	
	2,842,674

	Investment in associates
	
	
	12,985,245
	
	13,039,429
	
	13,379,436

	Investment properties
	
	
	170,054,549
	
	169,914,248
	
	152,365,493

	Right of utilization of leasehold
	
	
	574,455
	
	588,819
	
	708,700

	Fixed assets
	
	
	31,520,756
	
	31,781,630
	
	31,761,297

	Goodwill
	
	
	1,500,000
	
	1,500,000
	
	2,000,000

	
Total assets
	
	
	240,987,423
	
	240,997,349
	
	229,497,759

	
	
	
	
	
	
	
	

	LIABILITIES AND EQUITY
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Liabilities:
	
	
	
	
	
	
	

	Loans and due to banks
	4
	
	138,929,525
	
	137,304,185
	
	128,941,667

	Accounts payable and other credit balances
	
	
	11,487,956
	
	11,720,482
	
	9,127,034

	Gross amount due to customers for contract work
	
	
	1,235,207
	
	1,625,447
	
	825,403

	Due to related parties
	3
	
	4,107,133
	
	5,822,112
	
	5,008,665

	Dividends payable to shareholders
	
	
	1,327,015
	
	1,338,860
	
	607,147

	Provision for end of service indemnity
	
	
	1,029,112
	
	990,276
	
	1,035,694

	
Total liabilities
	
	
	158,115,948
	
	158,801,362
	
	145,545,610

	Equity:
	
	
	
	
	
	
	

	Share capital
	
	
	22,565,831
	
	22,565,831
	
	21,491,268

	Share premium
	
	
	24,426,446
	
	24,426,446
	
	24,426,446

	Statutory reserve
	
	
	8,468,516
	
	8,468,516
	
	8,076,099

	Treasury shares
	5
	
	(432,774)
	
	(432,774)
	
	(432,774)

	Treasury shares reserve
	
	
	2,589,875
	
	2,589,875
	
	2,589,875

	Cumulative changes in fair value
	
	
	(71,143)
	
	(71,143)
	
	(71,143)

	Foreign currency translation adjustments
	
	
	(566,923)
	
	(504,215)
	
	(71,183)

	Effect of change in equity of an associate
	
	
	(289,530)
	
	(289,530)
	
	(398,797)

	Retained earnings
	
	
	21,980,433
	
	21,267,405
	
	23,899,019

	Total equity attributable to parent  company’s shareholders
	
	
	78,670,731
	
	78,020,411
	
	79,508,810

	Non controlling interests
	
	
	4,200,744
	
	4,175,576
	
	4,443,339

	
Total equity
	
	
	82,871,475
	
	82,195,987
	
	83,952,149

	
Total liabilities and equity
	
	
	240,987,423
	
	240,997,349
	
	229,497,759


The accompanying notes (1) to (9) form an integral part of the interim consolidated financial information
	Ghassan Al - Khaled

	Vice Chairman


	
	
	
	For three months ended

March 31

	
	Note
	
	2011
	
	2010

	Operating income
	9
	
	8,870,191
	
	12,549,533

	Operating costs
	
	
	(6,174,967)
	
	(9,195,225)

	Gross profit from operations
	9
	
	2,695,224
	
	3,354,308

	General and administrative expenses
	
	
	(1,374,004)
	
	(1,049,816)

	Selling expenses
	
	
	(288,956)
	
	(408,452)

	Depreciation and amortization
	
	
	(151,558)
	
	(148,742)

	Income from operations
	
	
	880,706
	
	1,747,298

	Rental income
	
	
	1,470,993
	
	1,283,098

	Investment income
	
	
	4,378
	
	-

	Group’s share of result from associates
	
	
	(54,184)
	
	156

	Finance charges
	
	
	(2,018,314)
	
	(366,690)

	Provision for doubtful debts
	
	
	(5,298)
	
	-

	Provision for slow moving inventories no longer required
	
	
	-
	
	50,000

	Gain from foreign exchange
	
	
	482,738
	
	-

	Other income
	
	
	41,596
	
	340,796

	Profit for the period before contribution to Kuwait Foundation for the Advancement of Science and National Labor Support Tax and contribution to Zakat
	
	
	802,615
	
	3,054,658

	Contribution to Kuwait Foundation for the Advancement of Sciences
	
	
	(1,088)
	
	(19,328)

	National Labor Support Tax
	
	
	(19,494)
	
	(73,822)

	Contribution to Zakat
	
	
	(2,019)
	
	(22,369)

	Net profit for the period
	
	
	780,014
	
	2,939,139

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Parent company’s shareholders
	
	
	713,028
	
	2,808,982

	Non controlling interests
	
	
	66,986
	
	130,157

	Net profit for the period
	
	
	780,014
	
	2,939,139

	
	
	
	
	
	

	
	
	
	Fils
	
	Fils

	Earnings per share attributable to Parent Company’s shareholders
	6
	
	3.17
	
	12.50


The accompanying notes (1) to (9) form an integral part of the interim consolidated financial information
	
	
	
	Three months ended

March 31,

	
	
	
	2011
	
	2010

	Net profit for the period
	
	
	780,014
	
	2,939,139

	
	
	
	
	
	

	Other comprehensive income:
	
	
	
	
	

	Foreign currency translation adjustments
	
	
	(104,526)
	
	66,991

	Other Comprehensive (loss) income for the period
	
	
	(104,526)
	
	66,991

	Total comprehensive income for the period
	
	
	675,488
	
	3,006,130

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Parent Company shareholders
	
	
	650,320
	
	2,843,150

	Non-controlling interests
	
	
	25,168
	
	162,980

	Total comprehensive income for the period
	
	
	675,488
	
	3,006,130

	
	
	
	
	
	


The accompanying notes from (1) to (9) form an integral part of the interim consolidated financial information.

	Attributable to parent company’s shareholders

	
	Share capital
	
	Share premium
	
	Statutory reserve
	
	Treasury shares
	
	Treasury shares reserve
	
	Cumulative change in fair value 
	
	Foreign currency translation adjustment
	
	Effect of change in equity of an associate
	
	Retained earnings
	
	Total equity 
	
	Non-controlling Interests
	
	Total equity

	Balance as at December 31, 2010
	22,565,831
	
	24,426,446
	
	8,468,516
	
	(432,774)
	
	2,589,875
	
	(71,143)
	
	(504,215)
	
	(289,530)
	
	21,267,405
	
	78,020,411
	
	4,175,576
	
	82,195,987

	Total comprehensive (loss) income for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	(62,708)
	
	-
	
	713,028
	
	650,320
	
	25,168
	
	675,488

	Balance as at March 31, 2011
	22,565,831
	
	24,426,446
	
	8,468,516
	
	(432,774)
	
	2,589,875
	
	(71,143)
	
	(566,923)
	
	(289,530)
	
	21,980,433
	
	78,670,731
	
	4,200,744
	
	82,871,475

	Balance as at December 31, 2009
	21,491,268
	
	24,426,446
	
	8,076,099
	
	(432,774)
	
	2,589,875
	
	(71,143)
	
	(105,351)
	
	(398,797)
	
	21,090,037
	
	76,665,660
	
	4,280,359
	
	80,946,019

	Total comprehensive income for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	34,168
	
	-
	
	2,808,982
	
	2,843,150
	
	162,980
	
	3,006,130

	Balance as at March 31, 2010
	21,491,268
	
	24,426,446
	
	8,076,099
	
	(432,774)
	
	2,589,875
	
	(71,143)
	
	(71,183)
	
	(398,797)
	
	23,899,019
	
	79,508,810
	
	4,443,339
	
	83,952,149

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


The accompanying notes (1) to (9) form an integral part of the interim consolidated financial information

	
	
	
	For the three months ended

March 31,

	
	
	
	2011
	
	2010

	Cash flows from operating activities
	
	
	
	
	

	Profit for the period before contribution to Kuwait Foundation for the Advancement of Sciences, National Labor Support Tax and contribution to Zakat
	
	
	802,615
	
	3,054,658

	Adjustments:
	
	
	
	
	

	Depreciation
	
	
	415,310
	
	540,500

	Amortization 
	
	
	14,364
	
	14,364

	Share of results from associates
	
	
	54,184
	
	(156)

	Finance charges
	
	
	2,018,314
	
	366,690

	Gain on sale of fixed assets
	
	
	(17,867)
	
	(150,000)

	Interest income
	
	
	-
	
	(127,268)

	Provision for end of service indemnity
	
	
	51,775
	
	58,955

	Provision for doubtful debts
	
	
	5,298
	
	-

	Provision for slow moving inventories no longer required
	
	
	-
	
	(50,000)

	Foreign currency translation adjustments
	
	
	(104,526)
	
	66,991

	
	
	
	3,239,467
	
	3,774,734

	
	
	
	
	
	

	Changes in operating assets and liabilities:
	
	
	
	
	

	Accounts receivable and other debit balances
	
	
	822,809
	
	716,205

	Gross amount due from customers for contract work
	
	
	(98,943)
	
	(54,533)

	Due from related parties
	
	
	(1,171,408)
	
	(760,245)

	Inventories
	
	
	542,072
	
	(26,067)

	Accounts payable and other credit balances
	
	
	(255,127)
	
	(2,642,851)

	Gross amount due to customers for contract work
	
	
	(390,240)
	
	499,195

	Due to related parties
	
	
	(1,714,979)
	
	980,636

	End of service indemnity paid
	
	
	(12,939)
	
	(30,573)

	Net cash generated from operating activities
	
	
	960,712
	
	2,456,501

	
	
	
	
	
	

	Cash flows from investing activities
	
	
	
	
	

	Interest income received
	
	
	-
	
	127,268

	Proceeds from sale of fixed assets
	
	
	72,072
	
	151,500

	Paid for investment in associate
	
	
	-
	
	(12,683)

	Paid for investment properties
	
	
	(140,301)
	
	(9,825,698)

	Paid for purchase of fixed assets
	
	
	(208,641)
	
	(273,821)

	Net cash used in investing activities
	
	
	(276,870)
	
	(9,833,434)

	
	
	
	
	
	

	Cash flows from financing activities
	
	
	
	
	

	Net proceeds from loans and due to banks
	
	
	1,625,340
	
	11,825,669

	Finance charges paid
	
	
	(2,018,314)
	
	(366,690)

	Cash dividends paid
	
	
	(11,845)
	
	(200,209)

	Net cash (used in) generated from financing activities
	
	
	(404,819)
	
	11,258,770

	Net increase in cash and cash equivalents
	
	
	279,023
	
	3,881,837

	Cash and cash equivalents at beginning of the period
	
	
	2,437,639
	
	3,769,551

	Cash and cash equivalents at end of the period
	
	
	2,716,662
	
	7,651,388


The accompanying notes (1) to (9) form an integral part of the interim consolidated financial information.
1.
Incorporation and activities

ACICO Industries Co. - K.S.C. (Closed) was incorporated and authenticated at the Ministry of Justice – Real Estate Registration and Authentication Department under Ref. No. 16540 on June 23, 1990 and registered on Commercial register under Ref. No. 41903 dated July 17, 1991.


The main objectives of the Company include the establishment of a factory for the production of all types and sizes of aerated concrete and non-concrete and all its construction requirements, import and export of all building materials. The Company is considered the sole agent in the Middle East for manufacturing ‘Hebil’ international products. The Company’s objectives also include owning, buying and selling real estate, land and land for development for the benefit of the Company either inside or outside Kuwait, dealing in industrial companies’ shares and bonds relating to the main objective of the Company either inside or outside Kuwait, preparing and submitting the studies and consultancy and also organizing the industrial exhibition for the Company’s projects.


The Company may have interests or participate in any aspect in other firms conducting similar activities or which may assist the Company in achieving its objectives in Kuwait or abroad. The Company may also acquire such firms or participate in their equity.


The address of the Parent Company is Sharq – Ahmed Al-Jaber Street – Raed Center, 5th floor, P.O. Box 24079, Safat, 13101 - State of Kuwait.


The interim consolidated financial information was authorized for issue by the Board of Directors on 
        May 12, 2011. 

2.
Basis of presentation:
The interim consolidated financial information has been prepared in accordance with International Accounting Standard 34 “Interim Financial Reporting”. The accounting policies used in the preparation of the interim consolidated financial information for the period are consistent with those used in the preparation of the annual consolidated financial statements for the year ended December 31, 2010 .

The interim consolidated financial information do not include all of the information and footnotes required for complete financial statements prepared in accordance with International Financial Reporting Standards. In the opinion of management, all adjustments consisting of normal recurring accruals considered necessary for a fair presentation have been included. Operating results for the period ended March 31, 2011 are not necessarily indicative of the results that may be expected for the year ending December 31, 2011. For further information, refer to the consolidated financial statements and notes thereto for the year ended December 31, 2010.

The interim consolidated financial information includes the financial information of ACICO Industries K.S.C. (closed) and the following subsidiaries:

	
	
	
	
	
	Percentage of ownership

	
	Name of Subsidiary
	
	Country of incorporation
	
	March 31,

2011
	
	December 31, 2010
(Audited)
	
	March 31,

2010

	
	Ghassan Ahmed Saoud Al-Khaled & Co. W.L.L. and its subsidiary 
	
	Kuwait
	
	75%
	
	75%
	
	75%

	
	ACICO Arabia for General Trading and Contracting W.L.L.
	
	Kuwait
	
	60%
	
	60%
	
	60%

	
	ACICO for Construction K.S.C. (Closed)
	
	Kuwait
	
	75%
	
	75%
	
	75%

	
	ACICO Kuwait company W.L.L
	
	Kuwait
	
	100%
	
	100%
	
	-


3.
Related party transactions

Related parties represent the Group’s major shareholders, associates, subsidiaries, unconsolidated subsidiaries, members of the Board of Directors, parties related to them and senior management. There were certain transactions conducted with related parties and were included in the interim consolidated financial information as follows:

	Interim condensed consolidated statement financial position
	Major shareholders
	
	Associates
	
	Other related parties
	
	March 31,

2011
	
	December 31,

2010
(Audited)
	
	March 31,

2010

	Due from related parties
	607,274
	
	3,985,404
	
	1,143,391
	
	5,736,069
	
	4,564,661
	
	6,943,388

	Due to related parties
	915,189
	
	2,815,461
	
	376,483
	
	4,107,133
	
	5,822,112
	
	5,008,665


	
	
	
	
	
	For the three months ended March 31,

	Interim condensed consolidated statement of income
	Associates
	
	
	
	2011
	
	2010

	Operating income
	7,875
	
	
	
	7,875
	
	25,599

	Operating cost
	6,694
	
	
	
	6,694
	
	21,759


	
	
	For the three months ended March 31,

	Compensation to key management personnel:
	
	2011
	
	2010

	Short term benefits
	
	57,025
	
	32,388

	Termination benefits
	
	1,000
	
	1,835

	
	
	58,025
	
	34,223


4.
Loans and due to banks
During the period ended March 31, 2011 the parent company obtained new loans from local banks for an amount of KD 33,088,666 guaranteed by promissory notes, investment properties, fixed assets, investments in associates and investments available for sale carrying an interest rate ranging from 1% to 3.25% per annum over the Central Bank of Kuwait discount rate, and Dubai Inter Bank Rate (DIBOR). The Parent Company also settled loans for an amount of KD 31,604,200.
5.
Treasury shares
	
	
	March 31, 

2011
	
	December 31, 2010
(Audited)
	
	March 31,

2010

	Number of shares 
	
	879,216
	
	879,216
	
	837,349

	
Percentage of issued shares
	
	0.39%
	
	0.39%
	
	0.39%

	
Market value (KD)
	
	290,141
	
	316,518
	
	284,699

	
Cost (KD)
	
	432,774
	
	432,774
	
	432,774


6.
Earnings per share attributable to parent company’s shareholders

There are no potential dilutive ordinary shares. The information necessary to calculate earnings per share based on the weighted average number of shares outstanding during the period is as follows:

	
	For the three months ended

March 31

	
	2011
	
	2010

	Net profit for the period attributable to parent company’s shareholders
	713,028
	
	2,808,982

	Number of shares outstanding
	
	
	

	
	Shares
	
	Shares

	Weighted average number of issued shares 
	225,658,319
	
	225,658,319

	Weighted average number of treasury shares
	(879,216)
	
	(879,216)

	Weighted average number of shares outstanding
	224,779,103
	
	224,779,103

	
	Fils
	
	Fils

	Earnings  per share attributable to parent company’s shareholders
	3.17
	
	12.50


Earnings per share attributable to parent company’s shareholders for the three months ended March 31, 2010 was 13.12 before retroactive adjustment relating to the issue of bonus shares (Note 7).

7.
General assembly
The shareholders’ General Assembly for the year ended December 31, 2010 had not been held until the date of preparation of these interim consolidated financial information. Accordingly, the consolidated financial statements for the year ended December 31, 2010 have not been approved. The interim consolidated financial information for the period ended March 31, 2011 do not include any adjustment which might have been required had the General Assembly approved the consolidated financial statements for the year ended December 31, 2010.

The shareholders’ general assembly meeting held on June 2, 2010 approved the distribution of cash dividend of 5 fils per share (10%) and 5 bonus shares for every 100 shares held (5%) for the year ended December 31, 2009.

8.
Contingent liabilities

	
	March 31,

2011
	
	December 31,

2010
(Audited)
	
	March 31, 

2010

	Letters of guarantee
	7,397,706
	
	7,397,706
	
	10,355,655

	Letters of credit 
	1,565,392
	
	1,565,392
	
	2,875,190

	
	8,963,098
	
	8,963,098
	
	13,230,845


9.
Segment information
	
	March 31, 2011

	
	Industry
	
	Real estates and hotels
	
	Contracting
	
	Total
	
	Inter segment transactions
	
	Total

	
Operating income
	13,952,977
	
	-
	
	1,591,284
	
	15,544,261
	
	(6,674,070)
	
	8,870,191

	
Segment gross profit
	2,552,578
	
	-
	
	142,646
	
	2,695,224
	
	-
	
	2,695,224

	
Total assets
	51,796,728
	
	189,296,770
	
	2,200,652
	
	243,294,150
	
	(2,306,727)
	
	240,987,423

	
Total liabilities
	38,038,289
	
	108,904,885
	
	5,197,328
	
	152,140,502
	
	5,975,446
	
	158,115,948


	
	March 31, 2010

	
	Industry
	
	Real estates and hotels
	
	Contracting
	
	Total
	
	Inter segment transactions
	
	Total

	
Operating income
	10,722,681
	
	1,020,282
	
	2,129,572
	
	13,872,535
	
	(1,323,002)
	
	12,549,533

	
Segment gross profit
	3,510,463
	
	1,020,282
	
	(156,155)
	
	4,374,590
	
	(1,020,282)
	
	3,354,308

	
Total assets
	67,711,676
	
	164,579,306
	
	2,916,694
	
	235,207,676
	
	(5,709,917)
	
	229,497,759

	
Total liabilities
	15,719,181
	
	122,202,056
	
	4,918,793
	
	142,840,030
	
	2,705,580
	
	145,545,610


2

