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PERFORMANCE 
AT A GLANCE

Group Revenue

EBITDA

Net Profit

Retail Business Sales

Earning Per Share

Equity attributable 
to Parent Company 
Shareholders

Gross profit Margin

Total Assets

KD207.9M

KD18.2M

KD36.7M

KD197.9M

131 Fils

KD75.7M

18.2%

KD315.2M

2021
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ABOUT US

Kuwait, Bahrain, Oman, and 
Jordan with a network spanning 
over 70 stores in the Middle East. 

MARKET D ISTRIBUT ION BY GEOGRAPHY

We operate in 
4 Countries

Store’s locations 
we operate in

Colleagues

Kuwait Jordan Oman Bahrain

Customers served

4 66

6k

58.1% 16.2% 18.4% 7.3%

30M

The Sultan legacy proudly spans over 40 years, when it first launched its 
Kuwait flagship store in 1981. Recognized as Your Neighbourhood Grocer, 
its offering is a differentiated lifestyle consumer experience through its 
various concepts. A fixture in the community and much sought after by 
locals and expats in the region, Sultan is synonymous with promising the 
highest standards of quality. 

Keeping pace with consumer trends, Sultan offers the most sought-after 
worldwide products and innovative partnerships and is one of the largest 
retailers serving millions. With customer excellence driving the brand value 
proposition, the company operates supermarkets in; 
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B U S I N E S S  M O D E L

In 1976 Mr. Jamil Sultan founded PSC Supply, a division of The 
Petroleum Services Company, which eventually grew to be 
a major provider of supplies to the oil industry. It was here 
that the retail business began and evolved into the retail 
grocery business as we know it today.

The Sultan Center Shuwaikh was the first self-service retail 
store in Kuwait when it opened in 1981. Several other stores 
followed shortly after, and Sultan soon established itself 
as ‘the’ place to shop in Kuwait. To this day, many in the 
community talk warmly about how they grew up with 
Sultan as the first provider of quality products, imported 
goods and fresh food from around the world. Surrounded in 
an environment of exemplary customer service, it’s from this 
foundation that Sultan grew its operations in four countries.

COMPETITIVE ON PRICE

We want our diverse customer base to avail of 
all our product range. Competitive prices ensures 
customer have access to great value at every 
touchpoint and are paying for quality products at 
affordable prices.

PERSONALIZED DIGITAL EXPERIENCE BASED 
ON INTUITIVE ANALYTICS

Convenience, speed and personalized service in 
our online offering is driven by data analytics that 
details a customized offering to each and every 
customer. This means we are only recommending 
the right products and offers that matter the most 
to our customers

UNIQUE CONCEPT PROPOSITION

Customer are spoiled for choice when they visit 
any of our stores. We understand lifestyles are 
different and cater to every level of a shoppers 
customer journey. Through 4 unique offerings we 
ensure every customer shops with us based on 
their needs. With a portfolio of 66 stores regionally 
with an aggressive 5 year plan, we are constantly 
improving our offering and unique position in the 
market

CUSTOMER SATISFACTION AND 
RECOMMENDATIONS

The only way to create loyalty is through customer 
satisfaction and retention. When we seek to 
understand our customer’s point of view we can 
stay ahead by understanding what they want and 
need. Our Net Promotor Score (NPS) is at a healthy 
rate that means customers are coming back and 
creating a bond with the brand

A CULTURE BUILT ON VALUES WE BELIEVE IN

Shared values of Care, Excellence, Pride and Trust 
are culture ethos we intrinsically believe in. They are 
also the same values we share with our customers. 
Playing an active role in the community, with our 
suppliers, our colleagues and our customers means 
we set the highest standards to conduct ourselves 
ethically and enthusiastically.

EXCLUSIVE AND DISTINCTIVE PRODUCT 
RANGES AND OFFERS

Our customer are discerning and have come to 
associate Sultan with the best and latest product 
ranges. We offer them items and strengthen our 
offering through exclusive brands only found at 
Sultan. While offers are catered and customized to 
their shopping habits. We carefully select new brands  
that meet essential needs and offer fantastic quality 
products from around the world.

Our purpose revolves around 
being the premier retailer for 
consumers, This is our north star 
and with that aim Sultan rallies 
everyday at all levels to make this 
a reality. Sultan also understands 
that we have a mission to 
achieve-“To offer the best product 
quality and service excellence 
that meet all lifestyle choices”. 
This fine tunes where to focus and 
put our efforts in making sure our 
products, customer experience, 
and range of goods is unparallel.

WITH THAT IN MIND SOME OF 
THE KEY STRATEGIES INCLUDE:
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The Board delegates responsibility for formulating and, after 
approval, implementing the Group’s strategic plan and for 
management of the day-to-day operation of the Group to the 
Chief Executive Officer. The Group Executive Committee supports 
the Chief Executive Officer in carrying out their role and manages 
the day-to-day operation of the Group’s businesses.

The Group Executive Committee comprises the following:

D E L I V E R I N G 
T H E  G RO U P 
ST R AT EGY

KHADIJA OUBALA 
CEO & BOARD MEMBER

MONA DABBAH  
MARKETING DIRECTOR

MARIANNA ONEISSI
HR DIRECTOR

NICOLAS ALLAN 
COO

TONI IBRAHIM  
CIO

HAITHAM SHALABI 
CFO
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C O N C E P T S 
S U L T A N
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YOUR NEIGHBORHOOD GROCER THE CHOICE FOR VALUE

F R E S H

L I F E S T Y L E 

E X C L U S I V E

W I D E  R A N G E

P R O M O T I O N

E T H N I C

S U LTA N  C O N C E P T S

These stores hold the promise of being iconic destinations 
consumers choose because of the pleasurable ambiance, 
and shopping experience. A delight for the senses, the stores 
offer attractive fresh food displays, and distinct décor that 
catch the eye. We invite customers to wander and spend 
time picking their favourite items or come to explore the 
exclusive and new imports from around the world. As a 
destination shopping experience, we appeal to customers 
to explore the quality items at reasonable prices through a 
variety of choices as far as the eye can see. Creating family 
memories and moments in the Sultan concept is the goal 
that meets the neighbourhood needs at every lifestyle stage 
of our customers.

Keeping in mind that we have a large community of diverse 
cultures and backgrounds, the Sultan Market elevates the 
shopping experience through a value-focused customer 
journey. The aim is to invite our customers and bring 
them together to shop in large scale stores that offer an 
assortment of ethnic ranges for all their household needs. 
Everywhere a shopper may browse, they will find easy 
access to fresh foods, see the latest assortment of products, 
and enjoy eye-catching displays. The Sultan Market promises 
an experience that builds on community, with quality a 
top priority, in a friendly and attractive environment. The 
customer at Sultan Market is in their element, making a 
choice for value.

SULTAN MARKET
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YOUR QUICK-STOP SHOP CONVENIENCE AT YOUR FINGERTIPS

O N - T H E - G O

S N A C K I N G

T R E N D Y

W I D E  C H O I C E

O N  T I M E 

P R O M O T I O N S

S U LTA N  C O N C E P T S

The trendiest setting for our Sultan Express stores is all about 
attracting customers who are on the go. Catering to busy 
lifestyles and shoppers in working environments, a customer 
choosing an express store chooses time and convenience. 
Sultan Express is abundantly located for these modern 
consumers to shop quickly, finding essential items on their 
route or close to home. A young, up-and-coming age group 
that understands how to experience products in unique 
environments, we spoil them for choice with delicious coffee 
corners and healthy essentials. We also cater to their fresh 
foods needs and snack cravings. Creating an atmosphere 
that is both fun and stylish, customers are always delighted 
when choosing their quick-stop shop at a Sultan Express.

With our E-commerce, we answer the needs of a dynamic 
consumer that shops online for most of their goods. The 
Online experience offers a wide range of selections on all 
customer purchases without leaving the comfort of their 
home. An intuitive, user-friendly experience awaits the 
customers by browsing through lifestyle tags, and exclusive 
products that are delivered on time. Sultan E-commerce 
offers the freedom for our customers to shop from an 
extensive choice that covers every possibility. Optimized 
to browse from the widest choice of fresh foods, home 
shopping, ethnic ranges, promotions, conveniently anytime 
anywhere, the online experience is sure to satisfy our 
customer’s every need.

EXPRESS E-Commerce
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EXPANSION 
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Sultan unveils new 5-year disciplined 
expansion strategy involving 25 
properties in Kuwait, Jordan, Oman, 
and Bahrain

Over 20,000 square meters of 
retail development space in prime 
residential and commercial locations 
to be launched in Kuwait

Strong focus on maximum returns 
on capital deployed and shareholder 
returns

GROUP 
EXPANSION
In 2017 Sultan  launched the  turn-around plan that successfully 
introduced a world-class corporate governance structure, a 
leaner business model, stronger supplier relationships, and an 
omni-channel approach to the business. Today, the launch of 
Sultan’s new disciplined and robust expansion strategy focuses 
on maximum returns on capital deployed and shareholder 
returns. Sultan is embarking on expansions in the online and 
offline offering in Kuwait first and foremost by adding more 
than 20,000 square meters in commercial space through the 3 
differentiated store concepts. From trendy offerings that deliver 
convenience, to ensuring a diversified product offering for 
customers to choose from. Serving both the loyal base that are 
the bedrock of the organizations offering, to inviting the new 
generation to come and create memories with Sultan. While 
regionally, Sultan will be rolling out new flagships and bolstering 
their  market position in those markets.

A cornerstone of the strategy is an unwavering commitment 
to operational efficiency and excellence, providing unrivalled 
customer experience, and a product range that caters to the 
changing demographics and profiles of the customers. The 
strategy is currently deployed with over 25 strategic initiatives 
already launched in Kuwait and regionally. These initiatives 
include major renovations and construction projects that 
introduce Sultan’s new customer shopping experience across 
all store lines (flagships, supermarkets, and convenience stores). 
As well as new store locations in new demographic clusters in 
south of Kuwait, and an expansion of our convenience store 
network following the success of recent launches. 
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OUR BIG KPI’S
(FINANCE)

Why it’s important

Why it’s important

Why it’s important

How we performed

How we performed

How we performed

What we measure

What we measure

What we measure

Sales Growth

Profitability

Cash Flow

Sustainable growth in sales is 
important to our business model. A 
strong, growing business also creates 
opportunities for our suppliers to grow 
with us too.

Delivering profitable growth is essential 
as we aim to create value for all 
stakeholders over the long term.

Strong cash generation is an important 
part of our underlying philosophy as 
we manage our business.

Group sales decreased by 11% to KD 
198M. In Kuwait, total sales decreased 
by 13% to KD 115M, as we saw a 
noticible de-growth in customer’s 
average basket.

Group operating profit of KD10.5M 
improved by 7%

We generated operating cash of KD 
10.3M, down 22%, driven by lower cash 
profits due to the COVID-19 pandemic.

Group sales is a measure of revenue 
generating from all concepts’ sales in 
addition to the E-Commerce division.

Group operating profit, before 
exceptional items and amortisation, is 
the headline measure of the Group’s 
performance.

Operating cash flow is a measure 
of the cash generation and working 
capital efficiency.

(2020 : KD 222M)

(2020 : KD 9.8M)

(2020 : KD 13.2M)

Group Sales KD 198M

Operating Profit KD 10.5M

OCF KD 10.3M

11%

7%

22%
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FOR THE YEAR ENDED DECEMBER 31, 2021
WITH INDEPENDENT AUDITOR’S REPORT

CONSOLIDATED 
FINANCIAL 
STATEMENTS
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INDEPENDENT AUDITOR’S REPORT 
 
To the Shareholders of  
Sultan Center Food Products Company - K.S.C. (Public) And Its Subsidiaries 
State of Kuwait 
 
Report on the Audit of the Consolidated Financial Statements 
 
Qualified Opinion 
We have audited the consolidated financial statements of Sultan Center Food Products - K.S.C. (Public) (the “Parent 
Company”) and its subsidiaries (the “Group”), which comprise the consolidated statement of financial position as at  
December 31, 2021, and the consolidated statements of profit or loss, profit or loss and other comprehensive income, 
changes in equity and cash flows for the year then ended, and notes to the consolidated financial statements, including a 
summary of significant accounting policies.  
 
In our opinion, except for the possible effects of the matters described in Basis for Qualified Opinion, the accompanying 
consolidated financial statements present fairly, in all material respects, the consolidated financial position of the Group as 
at December 31, 2021, and its consolidated financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards (IFRSs). 
 
Basis for Qualified Opinion  
As disclosed in Note (8), the consolidated financial statements include investment in associate “National Real Estate 
Company - K.S.C.P.”, where its consolidated financial statements include investment in associate “Agility Public 
Warehousing Company - K.S.C.P.” which has filed an arbitration to recover one of its investments and a loan related thereto. 
Accordingly, we were unable to determine the effect of any adjustments that might be necessary to the carrying value of 
“National Real Estate Company - K.S.C.P.” investment in “Agility Public Warehousing Company K.S.C.P.” and the impact 
of that adjustment on the carrying value of the Group’s investment in associate in NREC and the accompanying consolidated 
financial statements. 
 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements 
section of our report. We are independent of the Group in accordance with the International Ethics Standards Board for 
Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with ethical requirements that are relevant 
to our audit of the consolidated financial statements in the State of Kuwait, and we have fulfilled our other ethical 
responsibilities in accordance with the (IESBA Code). We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our Qualified Opinion. 
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Emphasis of matter  
We draw attention to Note (27) to the consolidated financial statements which indicates that as at December 31, 2021, the 
Group’s current liabilities exceeded its current assets by KD 56,843,265 (2020 – KD 87,578,744). Our opinion is not qualified 
with respect to this matter. 
 
Key Audit Matters  
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the 
consolidated financial statements of the current year. These matters were addressed in the context of our audit of the 
consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion 
on these matters. The following is the key audit matter that we have identified and how it was addressed it in the context of 
our audit. 
 
Valuation of investment properties, freehold lands, and buildings  
Investment properties, freehold lands and buildings as at December 31, 2021 represent a significant part of the Group's 
total assets. The valuation of investment properties, freehold lands and buildings is a key audit matter because it contains 
significant judgments and assumptions that are highly reliant on accounting estimates. The Group's policy is to evaluate 
investment properties at least once a year and to evaluate freehold lands, and buildings once every three years through 
licensed external valuers. These assessments, among other valuations, are based on assumptions such as estimated rental 
income, discount rates, occupancy rates, market knowledge, developer risks and historical transactions. For the purpose of 
estimating the fair value of these assets, valuers had used comparative market sales and income capitalization techniques 
for valuation of investment properties, freehold lands, and buildings, taking into consideration the nature and use of these 
assets. 
 
We have reviewed the valuation reports issued by the licensed external valuers and focused on the adequacy of disclosures 
of investment properties as provided in Note (9, 10) to the consolidated financial statements. 
 
Other Information included in the Group’s annual report for the year ended December 31, 2021 
Management is responsible for the other information. Other information consists of the information included in the Group’s 
2021 Annual Report, other than the consolidated financial statements and our auditors’ report thereon. We have not obtained 
the annual report, including the report of the Group’s Board of Directors, prior to the date of our auditor’s report, and we 
expect to obtain these reports after the date of our auditor’s report. In connection with our audit of the consolidated financial 
statements, our responsibility is to read the other information and, in doing so, we consider whether the other information is 
materially inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or otherwise 
appears to be materially misstated. If, based on the work we have performed, we conclude that there is a material 
misstatement of this other information; we are required to report that fact. We have nothing to report in this regard. Our 
opinion on the consolidated financial statements does not cover the other information and we do not express any form of 
assurance opinion thereon. 
 
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements  
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance 
with IFRSs, and for such internal control as management determines is necessary to enable the preparation of consolidated 
financial statements that are free from material misstatement, whether due to fraud or error.  
 
In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to continue 
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic alternative 
but to do so. Those charged with governance are responsible for overseeing the Group’s financial reporting process.   
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements  
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered 
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of these consolidated financial statements.  
 
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism 
throughout the audit. We also:  
 
 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or 

error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  

 Obtain an understanding of internal control relevant to the audit 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.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by management. 

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant 
doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are 
required to draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or, 
if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained 
up to the date of our auditor’s report. However, future events or conditions may cause the Group to cease to continue 
as a going concern. 

 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a 
manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities 
within the Group to express an opinion on the consolidated financial statements. We are responsible for the direction, 
supervision and performance of the group audit. We remain solely responsible for our audit opinion.  
 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audit.  
 
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements 
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought 
to bear on our independence, and where applicable, related safeguards.  
 
From the matters communicated with those charged with governance, we determine those matters that were of most 
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. 
We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or 
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such 
communication.  
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Report on Other Legal and Regulatory Requirements  
Furthermore, in our opinion, proper books of account have been kept by the Parent Company and the consolidated financial 
statements, together with the contents of the report of the Parent Company’s Board of Directors relating to these 
consolidated financial statements, are in accordance therewith. We further report that, except for the possible effects of the 
matter described in Basis for Qualified Opinion paragraph, we obtained all the information and explanations that we required 
for the purpose of our audit and that the consolidated financial statements incorporate all information that is required by the 
Companies Law No. 1 of 2016 and its Executive Regulations, and by the Parent Company’s Memorandum of Incorporation 
and Articles of Association, as amended, that an inventory was duly carried out and that, to the best of our knowledge and 
belief, no violations of the Companies Law No. 1 of 2016 and its Executive Regulations, or of the Parent Company’s 
Memorandum of Incorporation and Articles of association, as amended, have occurred during the year ended December 
31, 2021, that might have had a material effect on the business or consolidated financial position of the Parent Company, 
except for which stated in Note (27) to the accompanying consolidated financial statements. 
 
Furthermore, we have not become aware of any material violations of the provisions of Law 7 of 2010 and its Executive 
Regulations, as amended, relating to the Capital Markets Authority and its related regulations during the year ended 
December 31, 2021 that might have had a material effect on the Parent Company’s financial position or results of its 
operations, except for which stated in Note (17) to the accompanying consolidated financial statements. 
 
 
 
 
 
State of Kuwait 
March 31, 2022 

Dr. Shuaib A. Shuaib  
License No. 33-A 
RSM Albazie & Co. 
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

THE ACCOMPANYING NOTES (1) TO (35) FORM AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS.

Notes 2021 2020

Continuing Operations

Operating income

Sales 197,973,251 222,212,561

Rental Revenues 345,364 566,525

Service Contract Revenues 9,613,392 9,258,130

207,932,007 232,037,216

Operating Cost (161,959,959) (181,770,871)

Cost of sales 20 (8,052,437) (7,855,612)

Service contarct Costs (170,012,396) (189,626,483)

Gross Profit 37,919,611 42,410,733

Other operating income 9,056,980 7,875,969

General, administrative and selling expenses 21 (29,613,742) (33,195,874)

Depreciation and amortization (6,836,392) (7,623,676)

Other Income - 375,041

Profit from operations 10,526,457 9,842,193

Group’s share of results from associates 8 49,407,297 147,589

Net loss on reclassification of investment in an associate to financial
assets at fair value through other comprehensive income

- (2,191,360)

Changes in fair value of investment properties 9 (468,366) (142,752)

Loss on sale of subsidiary 22 (248,967) -

Gain (loss) on sale of property, plant, equipment and intangible assets 6,337 (390,677)

Provision for expected credit losses 3-b (4,854,378) (399,087)

Provisions no longer required 23 586,887 78,750

Impairment losses 24 (7,965,346) (116,620)

Other provisions 12-b (3,489,400) -

Finance charges (6,795,265) (7,671,580)

Profit (Loss) from continuing operations for the year 36,705,256 (868,544)

Discontinued operations

Loss for the year from discontinued operations 6-b (3,781) (267,948)

Profit (Loss) for the year 36,701,475 (1,136,492)

Attributable to :

Parent Company’s shareholders 36,978,890 (1,149,986)

Non-controlling interests (277,415) 13,494

36,701,475 (1,136,492)

Earnings (loss) per share attributable to shareholders of the Parent Company Fils    Fils

Basic and diluted earnings (loss) per share from the continuing operations 26 131 (3)

Basic and diluted loss per share from the discontinued operations 26 (0.01) (1)

Earnings (loss) per share attributable to shareholders of the Parent Company 26 131 (4)
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

Notes 2021 2020

Profit (loss) for the year 36,701,475 (1,136,492)

Other comprehensive (loss) income:

Items that may be reclassified subsequently to consolidated statement of profit 
or loss:

Exchange differences on translating foreign operations (448,691) 197,441

 Group’s share from other comprehensive loss of associates 8 (2,010,272) (183,866)

Transferred to consolidated statement of profit or loss on reclassification 
of investment in an associate to financial assets at fair value through other 
comprehensive income

- 607,692

Items that will not be reclassified subsequently to consolidated statement of 
profit or loss:

Change in fair value of financial assets at fair value through other comprehensive 
income

7 (2,102,341) (367,246)

Gain on revaluation of freehold land and buildings 10 2,599,452 -

Group’s share from other comprehensive (loss) income of associates 8 (2,534,270) 347,173

Other comprehensive (loss) income for the year (4,496,122) 601,194

Total comprehensive income (loss) for the year 32,205,353 (535,298)

Attributable to:

Parent company’s shareholders 32,482,768 (548,792)

Non-controlling interests (277,415) 13,494

32,205,353 (535,298)

THE ACCOMPANYING NOTES (1) TO (35) FORM AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

 
Share
capital

Treasury
shares

Statutory
reserve

Voluntary
reserve

Revaluation
surplus

Effect of 
changes in

other 
comprehensive 
loss and other
component 
of equity of 
associates

Cumulative
changes in
fair value

Foreign
currency

translation
adjustments

(Accumulated
losses)

retained
earnings Subtotal

Non-
controlling
interests

Total
equity

Balance at January 1, 2020 57,882,878 (2,593,571) - - 51,732,871 (20,484,600) (32,953) (2,191,244) (38,895,848) 45,417,533 (42,654) 45,374,879

Decrease of share capital and
writing off accumulated losses 
(Note 1)

(28,941,439) - - - - - - - 28,941,439 - - -

(Loss) profit for the year (1,149,986) (1,149,986) 13,494 (1,136,492)

Other comprehensive income
(loss) for the year

- - - - - 770,999 (367,246) 197,441 - 601,194 - 601,194

Total comprehensive income
(loss) for the year

Transferred from the effect of 
changes in other comprehensive 
loss of associates to accumulated 
losses

- - - - - 1,139,227 - - (1,139,227) - - -

Transferred from revaluation
surplus to accumulated losses

- - - - (211,398) - - - 211,398 - - -

Balance at December 31, 2020 28,941,439 (2,593,571) - - 51,521,473 (18,574,374) (400,199) (1,993,803) (12,032,224) 44,868,741 (29,160) 44,839,581

Profit (loss) for the year - - - - - - - - 36,978,890 36,978,890 (277,415) 36,701,475

Other comprehensive income
(loss) for the year

- - - - 2,599,452 (4,544,542) (2,102,341) (448,691) - (4,496,122) - (4,496,122)

Total comprehensive income
(loss) for the year

- - - - 2,599,452 (4,544,542) (2,102,341) (448,691) 36,978,890 32,482,768 (277,415) 32,205,353

Effect of changes in associates’
equity (Note 8)

- - - - - (1,604,655) - - - (1,604,655) - (1,604,655)

Transfers to reserves - - 2,494,667 2,494,667 - - - - (4,989,334) - - -

Transferred from revaluation
surplus to accumulated losses

- - - - (162,205) - - - 162,205 - - -

Balance at December 31, 2021 28,941,439 (2,593,571) 2,494,667 2,494,667 53,958,720 (24,723,571) (2,502,540) (2,442,494) 20,119,537 75,746,854 (306,575) 75,440,279

Equity attributable to Parent Company’s shareholders

SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

Notes 2021 2020

Cash flows from operating activities:
Profit (loss) for the year 36,701,475 (1,136,492)

Adjustments:

Depreciation and amortization 6,836,392 7,759,664

Group’s share of results from associates 8 (49,407,297) (147,589)

Net loss on reclassification of investment in an associate to financial 
assets at fair value through other comprehensive income

- 2,191,360

Changes in fair value of investment properties 9 468,366 142,752

Loss on sale of investment properties - 25,000

Loss on sale of subsidiary 22 248,967 -
(Gain) loss on sale of property, plant, equipment and intangible assets (6,337) 390,677

Provision for expected credit losses 3-b 4,854,378 399,087

Provisions no longer required 23 (586,887) (78,750)

Impairment losses 24 7,965,346 116,620

Other provisions 12-b 3,489,400 -

Gain on disposal of leases - (375,041)

Finance charges 6,795,265 7,679,492

Provision for end of service indemnity 15 895,575 865,157

18,254,643 17,831,937

Changes in operating assets and liabilities:

Accounts receivable and other debit balances 366,207 (1,018,633)

Inventories (1,087) (1,771,747)

Accounts payable and other credit balances (7,502,918) (277,559)

Other long term liabilities - (673,479)

Cash flows generated from operations 11,116,845 14,090,519

Payment for end of service indemnity 15 (851,734) (892,913)

Net cash flows generated from operating activities 10,265,111 13,197,606

Cash flows from investing activities:
Term deposit 1,186,460 (2,775,220)

Paid for purchase of property, plant and equipment 10 (3,869,793) (1,746,020)

Proceeds from sale of property, plant and equipment and intangible 
assets

20,414 104,726

Proceeds from sale of investment properties - 100,000

Cash related to assets held for sale 6-b (55,299) -

Cash related to a sold subsidiary 22 (144,102) -

Net cash flows used in investing activities (2,862,320) (4,316,514)

Cash flows from financing activities:
Net movement in bank borrowings 358,065 2,640,084

Net movement in murabaha payable (883,656) (7,000,000)

Finance charges paid (5,426,256) (6,104,833)

Lease liabilities paid 14-b (4,372,226) (4,795,176)

Net cash flows used in financing activities (10,324,073) (15,259,925)

Net decrease in cash and cash equivalents (2,921,282) (6,378,833)

Effect of exchange rates changes in foreign currencies (104,072) 37,285

Cash and cash equivalents at the beginning of the year 7,245,389 13,586,937

Cash and cash equivalents at the end of the year 4,220,035 7,245,389
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

1. INCORPORATION AND ACTIVITIES
Sultan Center Food Products Company - K.S.C. (Public) 
(“the Parent Company”) was incorporated pursuant to 
Memorandum of Incorporation No. 1450 / Volume 4 dated 
September 22, 1980 and its subsequent amendments, the 
latest of which was notarized in the commercial register 
based on a memorandum issued from the shareholding 
companies administration under Ref. No. 13/10 dated 
October 14, 2020, pursuant to the decision of the 
Shareholders’

Extraordinary General Assembly meeting held on June 21, 
2020, which approved the following:

a.	 Decrease of the Parent Company authorized capital 
from an amount of KD 82,882,878 to the paid-up capital 
of KD 57,882,878.

b.	 Decrease of the Parent Company issued and paid-
up capital from KD 57,882,878 to an amount of KD 
28,941,439, a decrease by an amount of KD 28,941,439 
through cancellation of 289,414,391 shares to write off 
portion of the accumulated losses amounted to KD 
42,155,767 as at December 31, 2018.

c.	 Amending article no. (5) of the Articles of Association 
and article no. (6) of the Memorandum of Incorporation 
to be as follows: 

Article before amendment: 
The authorized capital is determined by an amount of 
KD 82,882,878 distributed into 828,828,782 shares of 100 
fils each and all shares are in cash. 

The issued and paid-up capital is determined by an 
amount of KD 57,882,878 distributed into 578,828,782 
shares of 100 fils each and all shares are in cash. 

Article after amendment: 
The authorized capital is determined by an amount of 
KD 57,882,878 distributed into 578,828,782 shares of 100 
fils each and all shares are in cash. 

The issued and paid-up capital is determined by an 
amount of KD 28,941,439 distributed into 289,414,391 
shares of 100 fils each and all shares are in cash.

The Parent Company is listed in Kuwait Boursa.

The main objectives for which the Parent Company was 
incorporated are as follows:

1.	 Construction of central markets and associated rest 
areas and restaurants.

2.	 Import, export and marketing of consumer goods.

3.	 Manufacturing of food products.

4.	 Investment in trade marks.

2. SIGNIFICANT ACCOUNTING POLICIES
a.	 Basis of preparation

The accompanying consolidated financial statements of 
the Group have been prepared in accordance with the 
International Financial Reporting Standards (“IFRS”) issued 
by the International Accounting Standards Board (“IASB”). 
Significant accounting policies are summarized as follows:

The consolidated financial statements are presented in 
Kuwaiti Dinars (“KD”), which is the functional currency of the 
Parent Company and are prepared under the historical 
cost convention, except for the financial assets at fair value 
through other comprehensive income, investment properties, 
freehold lands and the buildings constructed thereon within 
property, plant and equipment, which are stated at fair 
value.

Historical cost is generally based on the fair value of the 
consideration given in exchange for goods and services. Fair 
value is the price that would be received to sell an asset or 
paid to transfer a liability in an orderly transaction between 
market participants at the measurement date.

The preparation of consolidated financial statements in 
conformity with International Financial Reporting Standards 
requires management to make judgments, estimates 

5.	 The operation of retail supermarkets, restaurants, 
catering services, trading and the installation of 
telecommunication equipment.

6.	 Trade in ready made garments and shoes, bags, 
accessories and gifts.

7.	 To carry out the following in Kuwait or abroad: 

a.	 Investment in various industries through 
incorporation of companies or investing in existing 
companies, and dealing in securities of local and 
foreign companies

b.	 Providing consulting and training services

c.	 Managing the financial administrative and 
operational segments of companies

d.	 Investing in real estate

e.	 Investing the excess funds in portfolios managed by 
specialized financial institutions.

The registered address of the Parent Company is P.O. Box 
26567 Safat, 13126 – State of Kuwait.

The consolidated financial statements were authorized for 
issuance by the Parent Company’s Board of Directors on

March 31, 2022 and are subject to the approval of the 
General Assembly of the Parent Company’s shareholders. 
The Annual General Assembly of the Parent Company’s 
Shareholders’ has the power to amend these consolidated 
financial statements after issuance.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

and assumptions in the process of applying the Group’s 
accounting policies. Significant accounting judgments, 
estimates and assumptions are disclosed in Note 2 (dd).

The key sources of estimation uncertainty are consistent with 
the annual audited consolidated financial statements of the 
Group for the year ended December 31, 2020, except for 
the impact of the COVID-19 outbreak on the Group which is 
detailed in Note (33).

Adoption of new and revised Standards

New and amended IFRS Standards that are effective for 
the current year

The accounting policies used in the preparation of these 
consolidated financial statements are consistent with those 
used in the previous year except for the changes due 
to implementation of the following new and amended 
International Financial Reporting Standards as of January 1, 
2021:

Interest Rate Benchmark Reform - Phase 2: Amendments to 
IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16:

The amendments provide temporary reliefs which address 
the financial reporting effects when an interbank offered 
rate (IBOR) is replaced with an alternative nearly risk-free 
interest rate (RFR).

The amendments include the following practical expedients:

I.	 A practical expedient to require contractual changes, 
or changes to cash flows that are directly required by 
the reform, to be treated as changes to interest rate, 
equivalent to a movement in a market rates.

II.	 Permit changes required by IBOR reform to be made to 
hedge designations and hedge documentation without 
the hedging relationship being discontinued.

III.	 Provide temporary relief to entities from having to 
meet the separately identifiable requirement when 
an RFR instrument is designated as a hedge of a risk 
component.

Amendments to IFRS 16 – COVID-19 Related Rent Concessions

COVID-19-Related Rent Concessions, issued in May 2020, 
added paragraphs 46A, 46B, 60A, C20A and C20B.

A lessee shall apply that amendment for annual reporting 
periods beginning on or after June 1, 2020. Earlier 
application is permitted, including in financial statements not 
authorized for issue at May 28, 2020.

The amendment was intended to apply until June 30 2021, 
but as the impact of the Covid-19 pandemic is continuing, 
on March 31 2021, the IASB extended the period of 
application of the practical expedient to June 30, 2022. The 
amendment applies to annual reporting periods beginning 
on or after April 1, 2021.

Several other amendments and interpretations apply for 
the first time in 2021, but do not have an impact on the 

consolidated financial statements of the Group. The Group 
has not early adopted any standards, interpretations 
or amendments that have been issued but are not yet 
effective.

The amendments and standards do not have any material 
impact on the consolidated financial statements.

New and revised IFRS Standards in issue but not yet 
effective

At the date of authorization of these consolidated financial 
statements, the Group has not applied the following new 
and revised IFRS Standards that have been issued but are 
not yet effective:

Reference to the Conceptual Framework – Amendments to 
IFRS 3

In May 2020, the IASB issued Amendments to IFRS 3 Business 
Combinations - Reference to the Conceptual Framework. 
The amendments are intended to replace a reference 
to the Framework for the Preparation and Presentation 
of Financial Statements, issued in 1989, with a reference 
to the Conceptual Framework for Financial Reporting 
issued on March 29, 2018 without significantly changing its 
requirements.

The Board also added an exception to the recognition 
principle of IFRS 3 to avoid the issue of potential ‘day 2’ 
gains or losses arising for liabilities and contingent liabilities 
that would be within the scope of IAS 37 or IFRIC 21 Levies, if 
incurred separately.

At the same time, the Board decided to clarify existing 
guidance in IFRS 3 for contingent assets that would not be 
affected by replacing the reference to the Framework for 
the Preparation and Presentation of Financial Statements.

The amendments are effective for annual reporting 
periods beginning on or after January 1, 2022 and apply 
prospectively.

Amendments to IAS 16 – Property, Plant and Equipment: 
Proceeds before Intended Use

In May 2020, the IASB issued amendments to IAS 16 - 
Property, Plant and Equipment — Proceeds before Intended 
Use, which prohibits entities deducting from the cost of 
an item of property, plant and equipment, any proceeds 
from selling items produced while bringing that asset to the 
location and condition necessary for it to be capable of 
operating in the manner intended by management. Instead, 
an entity recognizes the proceeds from selling such items, 
and the costs of producing those items, in profit or loss.

The amendment is effective for annual reporting periods 
beginning on or after January 1, 2022 and must be applied 
retrospectively to items of property, plant and equipment 
made available for use on or after the beginning of the 
earliest period presented when the entity first applies.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

Amendments to IAS 37 – Onerous Contracts: Costs of 
Fulfilling a Contract

In May 2020, the IASB issued amendments to IAS 37 to 
specify which costs an entity needs to include when 
assessing whether a contract is onerous or loss-making.

The amendments apply a “directly related cost approach”. 
The costs that relate directly to a contract to provide goods 
or services include both incremental costs and an allocation 
of costs directly related to contract activities. General and 
administrative costs do not relate directly to a contract and 
are excluded unless they are explicitly chargeable to the 
counterparty under the contract.

The amendments are effective for annual reporting periods 
beginning on or after January 1, 2022. The Group will apply 
these amendments to contracts for which it has not yet 
fulfilled all its obligations at the beginning of the annual 
reporting period in which it first applies the amendments.

Annual Improvements to IFRS Standards 2018-
2020 cycle

The following is the summary of the amendments from the 
2018-2020 annual improvements cycle:

IFRS 9 Financial Instruments - Fees in the ’10 per cent’ test for 
derecognition of financial liabilities

The amendment clarifies the fees that an entity includes 
when assessing whether the terms of a new or modified 
financial liability are substantially different from the terms 
of the original financial liability. These fees include only 
those paid or received between the borrower and the 
lender, including fees paid or received by either the 
borrower or lender on the other’s behalf. An entity applies 
the amendment to financial liabilities that are modified or 
exchanged on or after the beginning of the annual reporting 
period in which the entity first applies the amendment.

The amendment is effective for annual reporting periods 
beginning on or after January 1, 2022 with earlier adoption 
permitted. The Group will apply the amendments to 
financial liabilities that are modified or exchanged on or 
after the beginning of the annual reporting period in which 
the entity first applies the amendment. The amendments are 
not expected to have a material impact on the Group.

Amendments to IAS 1 Presentation of Financial Statements — 
Disclosure of Accounting Policies

The amendments change the requirements in IAS 1 with 
regard to disclosure of accounting policies The amendments 
replace all instances of the term ‘significant accounting 
policies’ with ‘material accounting policy information’. 
Accounting policy information is material if, when 
considered together with other information included in an 
entity’s financial statements, it can reasonably be expected 
to influence decisions that the primary users of general 
purpose financial statements make on the basis of those 
financial statements.

The supporting paragraphs in IAS 1 are also amended 
to clarify that accounting policy information that relates 
to immaterial transactions, other events or conditions is 
immaterial and need not be disclosed. Accounting policy 
information may be material because of the nature of the 
related transactions, other events or conditions, even if the 
amounts are immaterial. However, not all accounting policy 
information relating to material transactions, other events or 
conditions is itself material.

The amendments to IAS 1 are effective for annual periods 
beginning on or after January 1, 2023, with earlier 
application permitted and are applied prospectively.

Amendments to IAS 8 Accounting Policies, Changes in 
Accounting Estimates and Errors—Definition of Accounting 
Estimates

The amendments replace the definition of a change 
in accounting estimates with a definition of accounting 
estimates. Under the new definition, accounting estimates 
are “monetary amounts in financial statements that are 
subject to measurement uncertainty”.

The definition of a change in accounting estimates was 
deleted. However, the Board retained the concept of 
changes in accounting estimates in the Standard with the 
following clarifications:

	• A change in accounting estimate that results from new 
information or new developments is not the correction 
of an error

	• The effects of a change in an input or a measurement 
technique used to develop an accounting estimate are 
changes in accounting estimates if they do not result 
from the correction of prior period errors.

The amendments are effective for annual periods beginning 
on or after January 1, 2023 to changes in accounting 
policies and changes in accounting estimates that occur on 
or after the beginning of that period, with earlier application 
permitted.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

Amendments to IAS 1 – Classification of Liabilities as Current or Non-current

In January 2020, the IASB issued amendments to paragraphs 69 to 76 of IAS 1 to specify the requirements for classifying 
liabilities as current or non-current. The amendments clarify:

	• What is meant by a right to defer settlement

	• That a right to defer must exist at the end of the reporting period

	• That classification is unaffected by the likelihood that an entity will exercise its deferral right

	• That only if an embedded derivative in a convertible liability is itself an equity instrument would the terms of a liability 
not impact its classification

The Group’s management has assessed the impact of these amendments on the consolidated financial statements as of 
December 31, 2021.

These amendments are not expected to have any material impact on the consolidated financial statements of the Group.

b.	 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Sultan Center Food Products Company – 
K.S.C. (Public) “the Parent Company” and the following subsidiaries (together the “Group”):

a) The remaining 1% is owned by a related party and the Parent Company is the beneficial owner of the same.

Percentage of holding %

Name of Subsidiary
Country of

incorporation
Principal
Activities

2021 2020

Brothers Holding Company – K.S.C. (Holding) and its subsidiaries (a) State of Kuwait Holding 99 99

Sultan Center Trading and General Contracting Company – W.L.L. - 
and its subsidiaries (a)

State of Kuwait Hypermarkets 99 99

United Capital Group – K.S.C. (Closed) - and its subsidiary (a) State of Kuwait Investment 99 99

Gulf United Real Estate and Tourism Investment Company – K.S.C. 
(Closed) - and its subsidiaries (a)

State of Kuwait
Real Estate
Investment

99 99

National Energy Company - K.S.C. (Closed) (a) State of Kuwait Contracting 99 99

Dalya Al-Wataniyah General Trading & Contracting Company –
W.L.L. (a)

State of Kuwait
General trading 
& Contracting

99 99

Style Kuwait International Readymade Garments B & S
Company – L.L.C. (a)

U.A.E
General trading 
& Contracting

99 99

American Economics General Trading & Contracting Company –
W.L.L. (a)

State of Kuwait
General trading 
& Contracting

99 99

Al-Thanaa Industrial Company – W.L.L.(Jordanian Company) (a)
The Hashemite

Kingdom of 
Jordan

General trading 
& Contracting

99 99

C Store General Trading and Contracting Company – W.L.L. (a) State of Kuwait
General trading 
& Contracting

99 99

Specialty Fashion Group – E.S.C. – Egypt (a)
Arab Republic 

of Egypt
General trading 
& Contracting

99 99

Sultan Investment Holding Company – Sole Proprietorship State of Kuwait Holding 100 100

Sultan Holding Company – Sole Proprietorship State of Kuwait Holding 100 100

Sultan Assets Real Estate Company - W.L.L. (a) State of Kuwait
Real Estate
Investment

99 99
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

Subsidiaries are those enterprises controlled by the Parent 
Company. Control exists when the Parent Company:

	• Has power over the investee.

	• Is exposed, or has rights to variable returns from its 
involvement with the investee;

	• Has the ability to use its power to affect its returns.

The Parent Company reassess whether or not it controls an 
investee if facts and circumstances indicate that there are 
changes to one or more of the three elements of control 
listed above.

When the Group has less than a majority of voting rights of 
an investee, it has power over the investee when the voting 
rights are sufficient to give it the practical ability to direct the 
relevant activities of the investee unilaterally.

The Group considers all relevant facts and circumstances 
in assessing whether or not the Group’s voting rights in an 
investee are sufficient to give it power, including:

	• The size of the Group’s holding of voting rights relative 
to the size and dispersion of holdings of the other vote 
holders;

	• Potential voting rights held by the parent company, 
other vote holders or other parties;

	• Rights arising from other contractual arrangements;

	• Any additional facts and circumstances that indicate 
that the Parent Company has, or does not have, the 
current ability to direct the relevant activities at the 
time that decisions need to be made, including voting 
patterns at previous shareholders’ meetings.

The financial statements of subsidiaries are included in the 
consolidated financial statements from the date that control 
effectively commences until the date that control effectively 
ceases. All inter-company balances and transactions, 
including inter-company profits and unrealized profits and 
losses are eliminated in full on consolidation. Consolidated 
financial statements are prepared using uniform accounting 
policies for like transactions and other events in similar 
circumstances.

Non-controlling interests in the net assets of consolidated 
subsidiaries are identified separately from the Group’s equity 
therein. Consolidated statement of profit or loss and each 
component of other comprehensive income are attributed 
to the owners of the Parent Company and to the non-
controlling interests, even if this results in the noncontrolling 
interests having a deficit balance.

A change in the ownership interest of a subsidiary, without a 
change of control, is accounted for as an equity transaction. 
The carrying amounts of the group’s ownership interests 
and non-controlling interests are adjusted to reflect changes 
in their relative interests in the subsidiaries. Any difference 
between the amount by which noncontrolling interests 
are adjusted and fair value of the consideration paid or 
received is recognized directly in equity and attributable to 

owners of the Parent Company. If the Group loses control 
over a subsidiary, it:

	• Derecognizes the assets (including goodwill) and 
liabilities of the subsidiary;

	• Derecognizes the carrying amount of any non-
controlling interest;

	• Derecognizes the cumulative translation differences 
recorded in equity;

	• Recognizes the fair value of the consideration received;

	• Recognizes the fair value of any investment retained;

	• Recognizes any surplus or deficit in profit or loss; and

	• Reclassifies the Parent Company’s share of components 
previously recognized in other comprehensive income 
to profit or loss or retained earnings as appropriate.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

c.	 Current vs non-current classification

The Group presents assets and liabilities in the consolidated 
statement of financial position based on current / 
noncurrent classification.

An asset is current when it is:

	• Expected to be realized or intended to be sold or 
consumed in the normal operating cycle

	• Held primarily for the purpose of trading

	• Expected to be realized within twelve months after the 
reporting period or

	• Cash or cash equivalent unless restricted from being 
exchanged or used to settle a liability for at least twelve 
months after the reporting period

The Group classifies all other assets are as non-current.

A liability is current when:

	• It is expected to be settled in the normal operating cycle

	• It is held primarily for the purpose of trading

	• It is due to be settled within twelve months after the 
reporting period or

	• There is no unconditional right to defer the settlement of 
the liability for at least twelve months after the reporting 
period

The Group classifies all other liabilities as non-current

d.	 Financial Instruments

The Group classifies its financial instruments as “financial 
assets” and “financial liabilities. Financial assets and financial 
liabilities are recognized when the Group becomes a party 
to the contractual provision of the instruments.

Financial instruments are classified as liabilities or equity 
in accordance with the substance of the contractual 
arrangement. Interest, dividends, gains, and losses relating 
to a financial instrument classified as a liability are reported 
as expense or income. Distributions to holders of financial 
instruments classified as equity are charged directly to 
equity. Financial instruments are offset when the Group has 
a legally enforceable right to offset and intends to settle 
either on a net basis or to realize the asset and settle the 
liability simultaneously.

Financial assets and financial liabilities carried on the 
consolidated statement of financial position include cash 
and cash equivalents, term deposit, receivables, financial 
assets at fair value through other comprehensive income, 
due to related parties, bank borrowings, murabaha payable, 
lease liabilities, and payables.

	• Financial assets:

I.	 Classification of financial assets 
To determine their classification and measurement 
category, IFRS 9 requires all financial assets, except 
equity instruments and derivatives, to be assessed 
based on a combination of the entity’s business 
model for managing the assets and the instruments’ 
contractual cash flow characteristics. 

Business model assessment 
The Group determines its business model at the 
level that best reflects how it manages groups of 
financial assets to achieve its business objectives 
and in order to generate contractual cash flows. 
That is, whether the Group’s objective is solely to 
collect the contractual cash flows from the assets 
or is to collect both the contractual cash flows and 
cash flows arising from the sale of assets. If neither 
of these is applicable (e.g. financial assets are held 
for trading purposes), then the financial assets 
are classified as part of ‘Sell’ business model and 
measured at FVTPL. The Group’s business model is 
not assessed on an instrument-by-instrument basis, 
but at a higher level of aggregated portfolios. 

Assessment of whether contractual cash flows are 
solely payments of principal and interest (SPPI test)
Where the business model is to hold assets 
to collect contractual cash flows or to collect 
contractual cash flows and sell, the Group assesses 
whether the financial instruments’ cash flows 
represent Solely Payments of Principal and Interest 
(the ‘SPPI test’). ‘Principal’ for the purpose of this 
test is defined as the fair value of the financial 
asset at initial recognition that may change over 
the life of the financial asset (for example, if there 
are repayments of principal or amortization of the 
premium/discount). The most significant elements 
of interest within a lending arrangement are 
typically the consideration for the time value of 
money and credit risk. 

The Group reclassifies when and only when its 
business model for managing those assets changes. 
The reclassification takes place from the start of the 
first reporting period following the change. Such 
changes are expected to be very infrequent and 
none occurred during the year. 

Initial recognition 
Purchases and sales of those financial assets are 
recognized on trade-date – the date on which 
the Group commits to purchase or sell the asset. 
Financial assets are initially recognized at fair value 
plus transaction costs for all financial assets not 
carried at FVTPL. 
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Derecognition 
A financial asset (in whole or in part) is 
derecognized either when: the contractual rights 
to receive the cash flows from the financial asset 
have expired; or the Group has transferred its rights 
to receive cash flows from the financial asset and 
either (a) has transferred substantially all the risks 
and rewards of ownership of the financial asset, or 
(b) has neither transferred nor retained substantially 
all the risks and rewards of the financial asset, but 
has transferred control of the financial asset. Where 
the Group has retained control, it shall continue 
to recognize the financial asset to the extent of its 
continuing involvement in the financial asset. 

Measurement categories of financial assets 
The Group classifies its financial assets upon initial 
recognition into the following categories:

	• Equity instruments at FVOCI, with no recycling 
of gains or losses to consolidated statement of 
profit or loss on derecognition.

	• Debt instruments at amortized cost.

Debt instruments at amortized cost 
A financial asset is measured at amortized cost if it 
meets both of the following conditions:

	• The asset is held within a business model 
whose objective is to hold assets to collect 
contractual cash flows; and

	• The contractual terms of the financial asset 
give rise on specified dates to cash flows that 
are solely payments of principal and interest 
(SPPI) on the principal amount outstanding.

Debt instruments measured at amortized cost are 
subsequently measured at amortized cost using 
the effective yield method adjusted for impairment 
losses if any. Gain and losses are recognized in 
consolidated statement of profit or loss when the 
asset is derecognized, modified or impaired. 

Amortized cost and effective interest method 
The effective interest method is a method of 
calculating the amortized cost of a debt instrument 
and of allocating interest income over the relevant 
period. In general, effective interest rate is the 
rate that exactly discounts estimated future cash 
receipts (including all fees and points paid or 
received that form an integral part of the effective 
interest rate, transaction costs and other premiums 
or discounts) excluding expected credit losses, 
through the expected life of the debt instrument, 
or, where appropriate, a shorter period, to the 
gross carrying amount of the debt instrument on 
initial recognition. For purchased or originated 
credit-impaired financial assets, a credit-adjusted 
effective interest rate is calculated by discounting 

the estimated future cash flows, including expected 
credit losses, to the amortized cost of the debt 
instrument on initial recognition.

The amortized cost of a financial asset is the 
amount at which the financial asset is measured at 
initial recognition minus the principal repayments, 
plus the cumulative amortization using the effective 
interest method of any difference between that 
initial amount and the maturity amount, adjusted for 
any loss allowance. The gross carrying amount of 
a financial asset is the amortized cost of a financial 
asset before adjusting for any loss allowance.

Cash and cash equivalents, term deposit and trade 
receivables are classified as debt instruments at 
amortized cost.

	• Cash and cash equivalents 
Cash and cash equivalents include cash in 
hand and at banks, deposits held at call with 
banks and other short-term highly liquid 
investments with original maturities of three 
months or less that are readily convertible to a 
known amount of cash and are subject to an 
insignificant risk of changes in value.

	• Term deposit 
Term deposit is placed with banks and have 
a contractual maturity of more than three 
months.

	• Trade receivables 
Receivables are amounts due from customers 
for merchandise sold or services performed 
in the ordinary course of business and 
is recognized initially at fair value and 
subsequently measured at amortized cost 
using the effective interest method, less 
provision for impairment.

Equity instruments at FVOCI 
Upon initial recognition, the Group may elect to 
classify irrevocably some of its equity instruments at

FVTOCI when they are neither held for trading nor 
a contingent consideration arising from a business 
combination. Such classification is determined on an 
instrument-by- instrument basis.

Equity investments at FVTOCI are subsequently 
measured at fair value. Changes in fair values 
including foreign exchange component are 
recognized in other comprehensive income and 
presented in the cumulative changes in fair values 
as part of equity. Cumulative gains and losses 
previously recognized in other comprehensive 
income are transferred to retained earnings on 
derecognition. Gains and losses on these equity 
instruments are never recycled to consolidated 
statement of profit or loss. Dividends are recognized 
in consolidated statement of profit or loss when the 
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right of the payment has been established, except 
when the Group benefits from such proceeds as 
a recovery of part of the cost of the instrument, 
in which case, such gains are recorded in OCI. 
Equity instruments at FVTOCI are not subject to an 
impairment assessment. Upon disposal, cumulative 
gains or losses are reclassified from cumulative 
changes in fair value to retained earnings in the 
statement of changes in equity. 

The Group classifies investments in quoted and 
unquoted equity investments under financial assets 
at FVOCI in the consolidated statement of financial 
position

II.	 Impairment of financial assets

The Group recognizes an allowance for expected 
credit losses (ECL) for all debt instruments not held 
at fair value through profit or loss.

ECLs are based on the difference between the 
contractual cash flows due in accordance with 
the contract and all the cash flows that the Group 
expects to receive. The shortfall is then discounted 
at an approximation to the asset’s original effective 
interest rate. The expected cash flows will include 
cash flows from the sale of collateral held or 
other credit enhancements that are integral to the 
contractual terms.

For contract assets, trade and other receivables, 
the Group has applied the standard’s simplified 
approach and has calculated ECLs based on 
lifetime expected credit losses. Accordingly, the 
Group does not track changes in credit risk 
and assesses impairment on a collective basis. 
The Group has established a provision matrix 
that is based on the Group’s historical credit 
loss experience, adjusted for forwardlooking 
factors specific to the debtors and the economic 
environment. Exposures were segmented based on 
common credit characteristics such as credit risk 
grade, geographic region and industry, delinquency 
status and age of relationship where applicable.

For related party balances and inter-company 
loans, the Group has applied a forward looking 
approach wherein recognition of credit losses is 
no longer dependent on the Group first identifying 
a credit loss event. Instead the Group considers 
a broader range of information when assessing 
credit risk and measuring expected credit losses, 
including past events, current conditions, reasonable 
and supportable forecasts that affect the expected 
collectability of the future cash flows of the 
instrument.

In applying this forward-looking approach, 
the Group applies a three stage assessment to 
measuring ECL as follows:

	• Stage 1 - financial instruments that have not 
deteriorated significantly in credit quality since 
initial recognition or that have low credit risk 
and

	• Stage 2 (not credit impaired) - financial 
instruments that have deteriorated significantly 
in credit quality since initial recognition and 
whose credit risk is not low

	• ‘Stage 3’ (credit impaired) - financial assets that 
have objective evidence of impairment at the 
reporting date and assessed as credit impaired 
when one or more events have a detrimental 
impact on the estimated future cash flows 
have occurred.

In assessing whether the credit quality on a 
financial instrument has deteriorated significantly 
since initial recognition, the Group compares 
the risk of a default occurring on the financial 
instrument at the reporting date with the risk of 
a default occurring on the financial instrument 
at the date of initial recognition. In making this 
assessment, the Group considers both quantitative 
and qualitative information that is reasonable 
and supportable, including historical experience 
and forward-looking information that is available 
without undue cost or effort. Forward-looking 
information considered includes the future 
prospects of the industries in which the Group›s 
debtors operate, obtained from economic expert 
reports, financial analysts, governmental bodies, 
relevant think-tanks and other similar organizations, 
as well as consideration of various external sources 
of actual and forecast economic information that 
relate to the Group›s core operations.

‘12-month expected credit losses’ are recognized 
for Stage 1 while ‘lifetime expected credit losses’ 
are recognized for Stage 2 and 3. Lifetime ECL 
represents the expected credit losses that will 
result from all possible default events over the 
expected life of a financial instrument. 12-month 
ECL represents the portion of lifetime ECL that 
is expected to result from default events on a 
financial instrument that are possible within 12 
months after the reporting date. 

Measurement of the expected credit losses is 
determined by a probability-weighted estimate of 
credit losses over the expected life of the financial 
instrument. ECLs for financial assets measured 
at amortized cost are deducted from the gross 
carrying amount of the assets and charged to 
consolidated statement of profit or loss.
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	• Financial liabilities: 

All financial liabilities are recognized initially at fair value 
and, in the case of loans and borrowings and payables, 
net of directly attributable transaction costs. All financial 
liabilities are subsequently measured at FVPL or at 
amortized cost using effective interest rate method.

Financial liabilities at FVPL

Financial liabilities are classified as at FVPL when the 
financial liability is:

a.	 contingent consideration of an acquirer in a 
business combination,

b.	 held for trading or

c.	 it is designated as at FVPL.

Financial liabilities at FVPL are measured at fair value, 
with any gains or losses arising on changes in fair value 
recognized in profit or loss to the extent that they are 
not part of a designated hedging relationship.

However, for financial liabilities that are designated 
as at FVPL, the amount of change in the fair value 
of the financial liability that is attributable to changes 
in the credit risk of that liability is recognized in other 
comprehensive income. The remaining amount of 
change in the fair value of liability is recognized in 
profit or loss. Changes in fair value attributable to a 
financial liability’s credit risk that are recognized in 
other comprehensive income are not subsequently 
reclassified to profit or loss; instead, they are transferred 
to retained earnings upon derecognition of the financial 
liability.

Financial liabilities at amortized cost

Financial liabilities that are not at FVPL as above are 
measured subsequently at amortized cost using the 
effective interest method.

1.	 Accounts payable 
Accounts payable include trade and other 
payables. Trade payables are obligations to pay for 
goods or services that have been acquired in the 
ordinary course of business from suppliers. Trade 
payables are recognized initially at fair value and 
subsequently measured at amortized cost using 
the effective interest method. Accounts payable 
are classified as current liabilities if payment is due 
within one year or less (or in the normal operating 
cycle of the business if longer). If not, they are 
presented as non - current liabilities.

2.	 Borrowings 
Borrowings are recognized initially at fair value, 
net of transaction costs incurred. Borrowings 
are subsequently stated at amortized cost; 
any difference between the proceeds (net of 
transaction costs) and the redemption value is 
recognized in the consolidated statement of profit 

or loss over the period of the borrowings using the 
effective interest method. 

Fees paid on the establishment of loan facilities are 
recognized as transaction costs of the loan to the 
extent that it is probable that some or all of the 
facility will be drawn down. In this case, the fee is 
deferred until the draw-down occurs. To the extent 
there is no evidence that it is probable that some 
or all of the facility will be drawn down, the fee is 
capitalized as a pre-payment for liquidity services 
and amortized over the period of the facility to 
which it relates.

3.	 Murabaha payable 
Murabaha payable represents the amounts due to 
pay for purchased assets for others on deferred 
basis as per Murabaha facility agreements. 
Murabaha balances are reported with full 
credit balances after deducting finance charges 
pertaining to future periods. Those finance charges 
are amortized on a time apportionment basis using 
effective interest method.

A financial liability is derecognized when the obligation 
under the liability is discharged or cancelled or 
expires. When an existing financial liability is replaced 
by another from the same lender on substantially 
different terms, or the terms of an existing liability 
are substantially modified, such an exchange or 
modification is treated as a derecognition of the 
original liability and the recognition of a new liability, 
and the difference in the respective carrying amounts 
is recognized in consolidated statement of profit or 
loss. If the modification is not substantial, the difference 
between: (1) the carrying amount of the liability before 
the modification; and (2) the present value of the cash 
flows after modification should be recognized in profit 
or loss as the modification gain or loss within other gains 
and losses.
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A financial liability is derecognized when the obligation 
under the liability is discharged or cancelled or 
expires. When an existing financial liability is replaced 
by another from the same lender on substantially 
different terms, or the terms of an existing liability 
are substantially modified, such an exchange or 
modification is treated as a derecognition of the 
original liability and the recognition of a new liability, 
and the difference in the respective carrying amounts 
is recognized in consolidated statement of profit or 
loss. If the modification is not substantial, the difference 
between: (1) the carrying amount of the liability before 
the modification; and (2) the present value of the cash 
flows after modification should be recognized in profit 
or loss as the modification gain or loss within other gains 
and losses.

	• Offsetting of financial assets and liabilities 
Financial assets and financial liabilities are offset 
and the net amount reported in the consolidated 
statement of financial position if, and only if, there 
is a currently enforceable legal right to offset the 
recognised amounts and there is an intention to 
settle on a net basis, or to realise the assets and 
settle the liabilities simultaneously.

e.	 Contract assets 
A contract asset is the right to consideration in 
exchange for goods or services transferred to the 
customer. If the Group performs by transferring 
goods or services to a customer before the 
customer pays consideration or before payment is 
due, a contract asset is recognized for the earned 
consideration that is conditional. 

Contract assets is assessed for impairment under 
the simplified approach in accordance with IFRS 9: 
Financial Instruments.

f.	 Inventories 
Inventories are valued at the lower of cost or net 
realizable value after providing allowances for 
any obsolete or slow-moving items. Costs comprise 
direct materials and where applicable, direct labor 
costs and those overheads that have been incurred 
in bringing the inventories to their present location 
and condition, cost is determined on a weighted 
average basis based on inventory nature. 

Net realizable value is the estimated selling price 
in the ordinary course of business less the costs of 
completion and selling expenses. Write-down is 
made for obsolete and slow-moving items based 
on their expected future use and net realizable 
value.

g.	 Investment properties 
Investment properties comprise completed 
property, property under construction or re-
development held to earn rentals or for capital 
appreciation or both. Investment properties are 
initially measured at cost including purchase price 
and transactions costs. Subsequent to the initial 
recognition, investment properties are stated at 
their fair value at the end of the reporting period. 
Gains and losses arising from changes in the fair 
value of investment properties are included in the 
consolidated statement of profit or loss for the 
period in which they arise. 

Subsequent expenditure is capitalized to the 
asset’s carrying amount only when it is probable 
that future economic benefits associated with the 
expenditure will flow to the Group and the cost of 
the item can be measured reliably. All other repairs 
and maintenance costs are expensed when 
incurred. When part of an investment property is 
replaced, the carrying amount of the replaced part 
is derecognized. 

Investment properties are derecognized when 
either they have been disposed of or when the 
investment property is permanently withdrawn 
from use and no future economic benefit is 
expected from its disposal. Gains or losses arising 
on the retirement or disposal of an investment 
property are recognized in the consolidated 
statement of profit or loss. 

Transfers are made to investment property 
when, and only when, there is a change in use, 
evidenced by the end of owner occupation or 
commencement of an operating lease to another 
party. Transfers are made from investment 
property when, and only when, there is a change 
in use, evidenced by commencement of owner 
occupation or commencement of development 
with a view to sale. In case of changing the 
property from the owner use to investment 
property, the Group treated the property in the 
same accounting policy used for property, plant 
and equipment till the date of change in use.

h.	 Investment in associates 
Associates are those entities in which the Group 
has significant influence which is the power to 
participate in the financial and operating policy 
decisions of the associate but is not control or 
joint control over those policies. Under the equity 
method, investment in associates are carried in 
the consolidated statement of financial position at 
cost as adjusted for changes in the Group’s share 
of the net assets of the associate from the date 
that significant influence effectively commences 
until the date that significant influence effectively 
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ceases, except when the investment is classified 
as held for sale, in which case it is accounted as 
per IFRS 5 “Non-current Assets Held for Sale and 
Discontinued Operations”. 

The Group recognizes in its consolidated statement 
of profit or loss for its share of results of operations 
of the associate and in its other comprehensive 
income for its share of changes in other 
comprehensive income of associate. 

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 not 
recognized except to the extent that the Group has 
an obligation or has made payments on behalf of 
the associate. 

Gains or losses arising from transactions with 
associates are eliminated against the investment in 
the associate to the extent of the Group’s interest in 
the associate. 

Any excess of the cost of acquisition over 
the Group’s share of the net fair value of the 
identifiable assets, liabilities and contingent 
liabilities of the associate recognized at the date 
of acquisition is recognized as goodwill. The 
goodwill is included within the carrying amount 
of the investment in associates and is assessed for 
impairment as part of the investment. If the cost of 
acquisition is lower than the Group’s share of the 
net fair value of the identifiable assets, liabilities and 
contingent liabilities, the difference is recognized 
immediately in the consolidated statement of profit 
or loss. 

The Group determines at each reporting date 
whether there is any objective evidence that the 
investment in associate is impaired and determine 
if necessary, to recognize any impairment loss 
with respect to the investment. If this is the case, 
the entire carrying amount of the investment 
(including goodwill) is tested for impairment and 
the Group calculates the amount of impairment as 
the difference between the recoverable amount of 
the associate and its carrying value and recognizes 
the amount in the consolidated statement of 
profit or loss. Any reversal of that impairment loss 
is recognized to the extent that the recoverable 
amount of the investment subsequently increases. 

Upon loss of significant influence over the associate, 
the Group measures and recognizes any retaining 
investment at its fair value. Any difference between 
the carrying amount of the associate upon loss 

of significant influence and the fair value of the 
retaining investment and proceeds from disposal is 
recognized in the consolidated statement of profit 
or loss.

i.	 Business combination and goodwill 

a) Business Combinations 
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 interests in 
the acquiree. For each business combination, the 
acquirer measures the noncontrolling interests in 
the acquiree that are present ownership interests 
and entitle their holders to a proportionate share 
of the assets in the event of liquidation either at 
fair value or at the proportionate share of the 
acquiree’s identifiable net assets. Acquisition-related 
costs incurred are expensed. 

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 fair value of the acquirer’s previously held 
equity interest in the acquiree is remeasured to fair 
value as at the acquisition date and the resulting 
gain / loss is included in the consolidated statement 
of profit or loss. Any contingent consideration to 
be transferred by the acquirer will be recognized 
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 recognized in accordance with 
IFRS 9: Financial Instruments. If the contingent 
consideration is classified as equity, it shall not be 
remeasured until it is finally settled within equity. 

If the initial accounting for business combination 
is incomplete by the end of the reporting period 
in which the combination occurs, the Group 
reports provisional amounts for the items for which 
the accounting in incomplete. Those provisional 
amounts are adjusted during the measurement 
period, or additional assets or liabilities are 
recognized, to reflect new information obtained 
about facts and circumstances that existed at 
the acquisition date that, if known, would have 
affected the amounts recognized at that date. 
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b) Goodwill 
Goodwill represents the excess of the consideration 
transferred and the amount recognized for 
non-controlling interest over the fair value of the 
identifiable assets, liabilities and contingent liabilities 
as at the date of the acquisition. Goodwill is initially 
recognized as an asset at cost and is subsequently 
measured at cost less any accumulated 
impairment losses. 

Where there is an excess of the Group’s interest in 
the net fair value of acquiree’s identifiable assets, 
liabilities and contingent liabilities over cost, the 
Group is required to reassess the identification 
and measurement of the net identifiable assets 
and measurement of the cost of the acquisition 
and recognize immediately in the consolidated 
statement of profit or loss any excess remaining 
after that remeasurement. 

For the purpose of impairment testing, goodwill is 
allocated to each of the Group’s cash-generating 
units expected to benefit from the synergies of 
the combination. Cash-generating units to which 
goodwill has been allocated are tested for 
impairment annually, or more frequently when 
there is an indication that the unit may be impaired. 
If the recoverable amount of the cash-generating 
unit is less than the carrying amount of the unit, 
the impairment loss is allocated first to reduce the 
carrying amount of any goodwill allocated to the 
unit and then to the other assets of the unit pro-
rata on the basis of the carrying amount of each 
asset in the unit. An impairment loss recognized for 
goodwill is not reversed in a subsequent periods. 

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. The Group’s policy for goodwill arising on 
the acquisition of an associate is described under 
investment in associates policy.

j.	 Property, plant and equipment 
The initial cost of property, plant and equipment 
comprises its purchase price and any directly 
attributable costs of bringing the asset to its 
working condition and location for its intended 
use. Expenditures incurred after the property, plant 
and equipment have been put into operation, such 
as repairs and maintenance and overhaul costs, 
are normally charged to consolidated statement 
of profit or loss in the year in which the costs are 

incurred. In situations where it can be clearly 
demonstrated that the expenditures have resulted 
in an increase in the future economic benefits 
expected to be obtained from the use of an item 
of property, plant and equipment beyond its 
originally assessed standard of performance, the 
expenditures are capitalized as an additional cost 
of property, plant and equipment. 

Property, plant and equipment are stated at cost 
less accumulated depreciation and impairment 
losses except for freehold lands and buildings 
which stated at fair value. When assets are sold or 
retired, their cost and accumulated depreciation 
are eliminated from the accounts and any gain 
or loss resulting from their disposal is included in 
consolidated statement of profit or loss for the 
period. 

Freehold lands and buildings are shown at fair 
value, based on periodic valuations by external 
independent valuers, less subsequent depreciation. 
Any accumulated depreciation at the date of 
revaluation is eliminated against the gross carrying 
amount of the asset and the net amount is restated 
to the revalued amount of the asset. 

Increases in the carrying amount arising on 
revaluation of land and buildings are credited 
to revaluation surplus in other comprehensive 
income. Decreases that offset previous increases 
of the same asset are charged against revaluation 
surplus directly in other comprehensive income; 
all other decreases are charged to consolidated 
statement of profit or loss for the period. Each year 
the difference between depreciation based on the 
revalued carrying amount of the asset charged 
to consolidated statement of profit or loss for the 
period and depreciation based on the asset’s 
original cost is transferred from revaluation surplus 
to retained earnings, the Group revaluates lands 
and buildings every 3 years. 

When revalued assets are sold, the amounts 
included in revaluation surplus are transferred to 
retained earnings. 

Properties in the course of construction for 
production, supply or administrative purposes are 
carried at cost, less any recognized impairment 
losses. Cost includes professional fees and, for 
qualifying assets, borrowing costs capitalized in 
accordance with the Group’s accounting policy. 
Such properties are classified in the appropriate 
categories of property, plant and equipment 
when completed and ready for intended use. 
Depreciation of these assets, on the same basis 
as other property assets, commences when the 
assets are ready for their intended use. Land is 
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not depreciated. Depreciation is computed on a 
straight-line basis over the estimated useful lives of 
other property, plant and equipment as follows:

k.	 Intangible assets 
Intangible assets are measured on initial recognition 
at cost, which comprises its purchase price, and 
any directly attributable cost of preparing the asset 
for its intended use. 

Following initial recognition, intangible assets with 
finite lives are amortized over the useful economic 
life and assessed for impairment whenever there 
is an indication that the intangible asset may 
be impaired. The amortization period and the 
amortization method for an intangible asset with 
a finite useful life are reviewed at least at each 
financial year end. Changes in the expected useful 
life or the expected pattern of consumption of 
future economic benefits embodied in the asset is 
accounted for by changing the amortization period 
or method, as appropriate, and are treated as 
changes in accounting estimates. The amortization 
expense on intangible assets with finite lives is 
recognized in consolidated statement of profit or 
loss. 

An intangible asset is derecognized on disposal, or 
when no future economic benefits are expected 
from use or disposal. Gains or losses arising from 
derecognition of an intangible asset are measured 
as the difference between the net disposal 
proceeds and the carrying amount of the asset 
and are recognized in the consolidated statement 
of profit or loss when the asset is derecognized. 

The useful life and depreciation method are 
reviewed periodically to ensure that the method 
and period of depreciation are consistent with the 
expected pattern of economic benefits from items 
of property, plant and equipment.

An item of property, plant and equipment is 
derecognized upon disposal or when no future 
economic benefits are expected to arise from the 
continued use of the asset.

YEARS

Buildings 40

Office equipment and computers 3 - 5

Furniture and fixtures 5

Vehicles 2 - 3

Plant and machinery 15

Intangible assets represents key money resulting 
from utilization of locations, carried at cost initially. 
Following initial recognition, it is carried at cost less 
accumulated amortization and any impairment 
losses. Amortization is calculated using the straight-
line method to allocate the cost of key money over 
their estimated useful lives ranging from 3 to 20 
years.

l.	 Impairment of non-financial assets 
At the end of each reporting period, the Group 
reviews the carrying amounts 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. 

Recoverable amount is the higher of the 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 
asset. 

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 recognized 
immediately in the consolidated statement of profit 
or loss, 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 
an impairment loss is recognized immediately in 
the consolidated statement of profit or loss, 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.

m.	 Non-current assets held for sale 
Non-current assets (and disposal groups) are 
classified as held for sale if their carrying amount 
will be recovered through a sale transaction 
rather than through continuing use. This condition 
is regarded as met only when the sale is highly 
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probable and the asset (or disposal group) is 
available for immediate sale in its present condition. 
Management must be committed to the sale, 
which should be expected to qualify for recognition 
as a completed sale within one year from the date 
of classification. Non-current assets (and disposal 
groups) classified as held for sale are measured at 
the lower of the assets’ previous carrying amount 
and fair value less costs to sell. Non- current assets 
once classified as held for sale are not depreciated 
or amortized. Assets classified as held for sale 
are presented separately as current items in the 
consolidated statement of financial position. 

When the Group is committed to a sale plan 
involving loss of control of a subsidiary, all of the 
assets and liabilities of that subsidiary are classified 
as held for sale when the criteria described 
above are met, regardless of whether the Group 
will retain a non-controlling interest in its former 
subsidiary after the sale. 

When the Group is committed to a sale plan 
involving disposal of an investment in an associate 
or, a portion of an investment in an associate, the 
investment, or the portion of the investment in the 
associate that will be disposed of is classified as 
held for sale when the criteria described above 
are met, and the Group ceases to apply the equity 
method in relation to the portion that is classified a 
held for sale. Any retained portion of an investment 
in an associate that has not been classified as held 
for sale continues to be accounted for using the 
equity method. 

Any impairment loss on a disposal group first is 
allocated to goodwill, and then to remaining assets 
and liabilities on pro rata basis, except that no loss 
is allocated to inventories, financial assets, deferred 
tax assets, employee benefit assets, investment 
property and biological assets, which continue 
to be measured in accordance with the Group’s 
accounting policies. Impairment losses on initial 
classification as held for sale and subsequent gains 
or losses on remeasurement are recognized in 
the consolidated statement of profit or loss. Gains 
are not recognized in excess of any cumulative 
impairment loss. 

Non-current assets that cease to be classified as 
held for sale (or cease to be included in a disposal 
group classified as held for sale) are measured at 
the lower of:

a.	  its carrying amount before the asset (or 
disposal group) was classified as held for sale, 
adjusted for any depreciation, amortization or 
revaluations that would have been recognized 

had the asset (or disposal group) not been 
classified as held for sale, and

b.	 its recoverable amount at the date of the 
subsequent decision not to sell.

n.	 Discontinued operations 
A discontinued operation is a component of the 
Group’s business, the operational results and cash 
flows of which can be clearly distinguished from 
the rest of the Group and which:

	• Represents a separate major line of business 
or geographic area of operations;

	• Is part of a single coordinated plan to dispose 
of a separate major line of business or 
geographic area of operations; or

	• Is a subsidiary acquired exclusively with a 
view to re-sale.

Such component of the group comprises 
operations and cash flows that can be clearly 
distinguished, operationally and for financial 
reporting purposes, from the rest of the Group. In 
other words, a component of an entity will have 
been a cash-generating unit or a group of cash-
generating units while being held for use.

Classification as a discontinued operation occurs 
at the earlier of disposal or when the operation 
meets the criteria to be classified as discontinued 
operations.

In the consolidated statement of profit or loss of the 
reporting period, and of the comparable period 
of the previous year, income and expenses from 
discontinued operations are reported separate 
from income and expenses from continuing 
activities, down to the level of profit, even when 
the Group retains a non-controlling interest in 
the subsidiary after the sale. The resulting profit 
or loss is reported separately in the consolidated 
statement of profit or loss.

o.	 Contract liabilities 
A contract liability arises if a customer pays 
consideration, or if the Group has a right to 
consideration that is unconditional, before the good 
or service is transferred to the customer. Contract 
liabilities are recognized as revenue when the 
Group performs under the contract.
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p.	 End of service indemnity 
Provision is made for amounts payable to 
employees under the Kuwaiti Labor Law in the 
private sector and employees’ contracts and the 
applicable labor laws in the countries where the 
subsidiaries operate. This liability, which is unfunded, 
represents the amount payable to each employee 
as a result of involuntary termination at the end of 
the reporting period and approximates the present 
value of the final obligation.

q.	 Dividend distribution to shareholders 
The Group recognizes a liability to make cash 
and non-cash distributions to shareholders of 
the Parent Company when the distribution is 
authorized and the distribution is no longer at the 
discretion of the Group. A distribution is authorized 
when it is approved by the shareholders of the 
Parent company at the Annual General Meeting. 
A corresponding amount is recognized directly in 
equity. 

Non-cash distributions are measured at the fair 
value of the assets to be distributed with fair value 
re-measurement recognized directly in equity. 
Upon distribution of non-cash assets, any difference 
between the carrying amount of the liability and 
the carrying amount of the assets distributed is 
recognized in the consolidated statement of profit 
or loss. 

Distributions for the year that are approved after 
the reporting date are disclosed as an event after 
the date of consolidated statement of financial 
position.

r.	 Share capital 
Ordinary shares are classified as equity. 
Incremental costs directly attributable to the issue 
of new shares are shown in equity as a deduction 
from the proceeds.

s.	 Treasury shares 
Treasury shares consist of the Parent Company’s 
own shares that have been issued, subsequently 
reacquired by the Group and not yet reissued or 
canceled. The treasury shares are accounted for 
using the cost method. Under the cost method, the 
weighted average cost of the shares reacquired 
is charged to a contra equity account. When the 
treasury shares are reissued, gains are credited 
to a separate account in shareholders’ 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, reserves, and then share premium. 

Gains realized subsequently on the sale of treasury 

shares are first used to offset any recorded losses 
in the order of share premium, reserves, retained 
earnings and the treasury shares reserve 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. 

Where any Group’s company purchases the 
Parent Company’s equity share capital (treasury 
shares), the consideration paid, including any 
directly attributable incremental costs is deducted 
from equity attributable to the Parent Company’s 
equity holders until the shares are cancelled or 
reissued. Where such shares are subsequently 
reissued, any consideration received, net of any 
directly attributable incremental transaction costs, 
is included in equity attributable to the Parent 
Company’s shareholders.

t.	 Revenue from contracts with customers 
Revenue from contracts with customers is 
recognized when control of the goods or services 
are transferred to the customer at an amount 
that reflects the consideration to which the Group 
expects to be entitled in exchange for those goods 
or services. The Group has generally concluded 
that it is the principal in its revenue arrangements, 
because it typically controls the goods or services 
before transferring them to the customer.

u.	 The Group applies a five step model are as follows 
to account for revenue arising from contracts:

	• Step 1: Identify the contract with the customer 
– A contract is defined as an agreement 
between two or more parties that creates 
enforceable rights and obligations and sets 
out the criteria for every contract that must be 
met.

	• Step 2: Identify the performance obligations 
in the contract – A performance obligation is 
a promise in a contract with the customer to 
transfer goods or services to the customer.

	• Step 3: Determine the transaction price 
– The transaction price is the amount of 
consideration to which the Group expects 
to be entitled in exchange of transferring 
promised good or services to a customer, 
excluding amounts collected on behalf of third 
parties.

	• Step 4: Allocate the transaction price to the 
performance obligations in the contracts 
– For a contract that has more than one 
performance obligation, the Group will 
allocate the transaction price to each 
performance obligation in an amount that 
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depicts the amount of consideration to which 
the Group expects to be entitled in exchange 
for satisfying each performance obligation.

	• Step 5: Recognize revenue when (or as) the 
entity satisfies a performance obligation.

The Group exercises judgement, taking into 
consideration all of the relevant facts and 
circumstances when applying each step of the 
model to contracts with their customers.

The Group recognizes revenue either at a point in 
time or over time, when (or as) the Group satisfies 
performance obligations by transferring the 
promised goods or services to its customers. The 
Group transfers control of a good or service over 
time (rather than at a point in time) when any of 
the following criteria are met:

	• The customer simultaneously receives and 
consumes the benefits provided by the entity’s 
performance as the entity performs.

	• The Group’s performance creates or enhances 
an asset (e.g., work in process) that the 
customer controls as the asset is created or 
enhanced.

	• The Group’s performance does not create an 
asset with an alternative use to the entity and 
the entity has an enforceable right to payment 
for performance completed to date.

Control is transferred at a point in time if none of 
the criteria for a good or service to be transferred 
over time are met. The Group considers the 
following factors in determining whether control of 
an asset has been transferred:

	• The Group has a present right to payment for 
the asset.

	• The customer has legal title to the asset.

	• The Group has transferred physical possession 
of the asset.

	• The customer has the significant risks and 
rewards of ownership of the asset.

	• The customer has accepted the asset.

The Group recognizes contract liabilities for 
consideration received in respect of unsatisfied 
performance obligations and reports these 
amounts as other liabilities in the consolidated 
statement of financial position. Similarly, if the Group 
satisfies a performance obligation before it receives 
the consideration, the Group recognizes either a 
contract asset or a receivable in its consolidated 
statement of financial position, depending on 
whether something other than the passage of time 
is required before the consideration is due.

Incremental costs of obtaining a contract with a 
customer are capitalized when incurred as the 
Group expects to recover these costs and such 
costs would not have incurred if the contract has 
not been obtained. Sales commission incurred by 
the Group is expensed as the amortization period 
of such costs is less than a year.

Revenue for the Group arises from the following 
activities:

Sale of goods

Sales represent the total invoiced value of goods 
sold during the year. Revenue from sale of goods is 
recognized when or as the Group transfers control 
of the goods to the customer. For standalone sales, 
that are neither customized by the Group nor 
subject to significant integration services, control 
transfers at the point in time the customer takes 
undisputed delivery of the goods. Delivery occurs 
when the goods have been shipped to the specific 
location, have been purchased at store by the 
customer, the risks of obsolescence and loss have 
been transferred to the customer, and either the 
customer has accepted the goods in accordance 
with the sales contract, the acceptance provisions 
have lapsed, or the Group has objective evidence 
that all criteria for acceptance have been satisfied.

When such items are either customized or sold 
together with significant integration services, the 
goods and services represent a single combined 
performance obligation over which control is 
considered to transfer over time. This is because 
the combined product is unique to each customer 
(has no alternative use) and the Group has 
an enforceable right to payment for the work 
completed to date. Revenue for these performance 
obligations is recognized over time as the 
customization or integration work is performed.

When contracts involve supply of goods and 
installation services in exchange for a fixed fee, 
revenue is recognized over a period of time 
and is accounted for as a single performance 
obligation due to the high interdependence 
between the elements of the contract. When 
such contracts include after sales services, the 
total transaction price is allocated to each of the 
distinct performance obligations identifiable under 
the contract on the basis of the relative stand-
alone selling prices. Where these are not directly 
observable, they are estimated based on expected 
cost plus margin.

Customer loyalty points

Loyalty points are considered to be a separate 
performance obligation as they provide customers 
with a material right they would not have received 
otherwise. Unused points will expire if not used. The 
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Group allocates the transaction price between the 
material right and other performance obligations 
identified in a contract on a relative stand-alone 
selling price basis. Revenue from the material right 
is recognized on the earlier of the date the points 
are redeemed by the customer and the date on 
which they expire.

Rendering of services

Revenue from service contracts is recognized 
when the service is rendered. The Group enters 
into fixed price contracts with its customers for 
one year in length. Customers are required to 
pay in advance for each twelve- month service 
period and the relevant payment due dates are 
specified in each contract. Revenue is recognized 
over time based on the ratio between the number 
of hours of maintenance services provided in the 
current period and the total number of such hours 
expected to be provided under each contract.

Revenue on sale of properties

Revenue on sale of properties is recognized on the 
basis of the full accrual method as and when all of 
the following conditions are met:

	• A sale is consummated and contracts are 
signed;

	• The buyer’s investment, to the date of 
the financial statements, is adequate to 
demonstrate a commitment to pay for the 
property;

	• The Group’s receivable is not subject to future 
subordination;

	• The Group has transferred control to the 
buyer; and

	• Work to be completed is either, easily 
measurable and accrued or is not significant in 
relation to the overall value of the contract.

Other income

Other income are recognized on accrual basis.

u.	 Provisions
A provision is recognized when the Group has a 
present legal or constructive obligation as a result 
of a past event and it is probable that an outflow 
of resources embodying economic benefits will 
be required to settle the obligation, and a reliable 
estimate can be made of the amount of the 
obligation. Provisions are reviewed at the end of 
each financial year and adjusted to reflect the 
current best estimate. Where the effect of the 
time value of money is material, the amount of a 
provision is the present value of the expenditures 
expected to be required to settle the obligation. 

Warranty 
Provisions for expected cost of warranty 
obligations are recognized at the date of sale 
of the relevant products and services, at the 
management’s best estimate of the expenditure 
required to settle the Group’s obligation. 

Onerous contracts 
An onerous contract is a contract under which 
the unavoidable costs (i.e., the costs that the Group 
cannot avoid because it has the contract) of 
meeting the obligations under the contract exceed 
the economic benefits expected to be received 
under it. The unavoidable costs under a contract 
reflect the least net cost of exiting from the 
contract, which is the lower of the cost of fulfilling 
it and any compensation or penalties arising from 
failure to fulfil it. 

If the Group has a contract that is onerous, the 
present obligation under the contract is recognized 
and measured as a provision. However, before 
a separate provision for an onerous contract is 
established, the Group recognizes any impairment 
loss that has occurred on assets dedicated to that 
contract. 

Provisions are not recognized for future operating 
losses.

v.	 Leases 

Group as a lessor 
Leases in which a significant portion of the risks 
and rewards of ownership are retained by 
the lessor are classified as operating leases. All 
other leases are classified as finance leases. The 
determination of whether an arrangement is, or 
contains a lease is based on the substance of 
the arrangement and requires an assessment 
of whether the fulfillment of the arrangement is 
dependent on the use of a specific asset or assets 
and the arrangement conveys a right to use the 
asset. 

Operating lease 
Rental income from operating leases is recognized 
on a straight-line basis over the term of the relevant 
lease. Initial direct costs incurred in negotiating 
and arranging an operating lease are added 
to the carrying amount of the leased asset and 
recognized on a straight-line basis over the lease 
term. 

Group as a lessee 
The Group assesses whether a contract is or 
contains a lease, at inception of the contract. 
The Group recognizes a right-of-use asset and 
a corresponding lease liability with respect to all 
lease arrangements in which it is the lessee.
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i.	 Right of use assets 
The Group recognizes right of use assets at 
the commencement date of the lease (i.e., 
the date the underlying asset is available 
for use). Right of use assets are measured 
at cost, less any accumulated depreciation 
and impairment losses, and adjusted for any 
re-measurement of lease liabilities, The cost 
of right of use assets includes the amount of 
lease liabilities recognized, initial direct costs 
incurred, and lease payments made at or 
before the commencement date less any 
lease incentives received. Unless the Group is 
reasonably certain to obtain ownership of the 
leased asset at the end of the lease term, the 
recognized right of use assets are depreciated 
on a straight-line basis over the shorter of its 
estimated useful life and the lease term. Right 
of use assets are subject to impairment.

ii.	 Lease liabilities 
At the commencement date of the lease, the 
Group recognizes lease liabilities measured 
at the present value of lease payments to 
be made over the lease term. The lease 
payments include fixed payments (including 
in-substance fixed payments) less any lease 
incentives receivable, variable lease payments 
that depend on an index or a rate, and 
amounts expected to be paid under residual 
value guarantees. The lease payments also 
include the exercise price of a purchase 
option reasonably certain to be exercised 
by the Group and payments of penalties for 
terminating a lease, if the lease term reflects 
the Group exercising the option to terminate. 
The variable lease payments that do not 
depend on an index or a rate are recognized 
as expense in the period on which the event 
or condition that triggers the payment occurs. 

In calculating the present value of lease 
payments, the Group uses the incremental 
borrowing rate at the lease commencement 
date if the interest rate implicit in the 
lease is not readily determinable. After the 
commencement date, the amount of lease 
liabilities is increased to reflect the accretion 
of profit and reduced for the lease payments 
made. In addition, the carrying amount of 
lease liabilities is remeasured if there is a 
modification, a change in the lease term, 
a change in the in-substance fixed lease 
payments or a change in the assessment to 
purchase the underlying asset.
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iii.	 Short-term leases and leases of 
low-value assets
The Group applies the short-term lease 
recognition exemption to its short-term leases 
of property and equipment (i.e., those leases 
that have a lease term of 12 months or less 
from the commencement date and do not 
contain a purchase option). It also applies 
the lease of low-value assets recognition 
exemption to leases of office equipment that 
are considered of low value (i.e., below KD 
1,500). Lease payments on short- term leases 
and leases of low-value assets are recognized 
as expense on a straight-line basis over the 
lease term.

w.	 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. Investment 
income earned on the temporary investment of 
specific borrowings pending their expenditure on 
qualifying assets is deducted from the borrowing 
costs eligible for capitalization. All other borrowing 
costs are recognized in the consolidated statement 
of profit or loss in the period in which they are 
incurred. 

Borrowing costs consist of interest and other 
costs that an entity incurs in connection with the 
borrowing of funds.

x.	 Contribution to Kuwait Foundation for the 
Advancement of Sciences (KFAS)
Contribution to Kuwait Foundation for the 
Advancement of Sciences (KFAS) is calculated at 
1% of the consolidated profit of the Group before 
contribution to KFAS, National Labor Support Tax, 
Zakat, and Board of Directors’ remuneration, and 
after deducting the Group’s share of income from 
shareholding subsidiaries and associates, transfer 
to statutory reserve, and any accumulated losses. 
No KFAS has been provided for the year ended 
December 31, 2021, since there was no eligible 
profit on which KFAS could be calculated.

y.	 National Labor Support Tax 
National Labor Support Tax (NLST) is calculated 
at 2.5% on the consolidated profit of the Group 
before contribution to Kuwait Foundation for the 
Advancement of Sciences, NLST, Zakat, and Board 
of Directors’ remuneration, and after deducting 
the Group’s share of profit from associates & un-
consolidated subsidiaries listed in Kuwait Stock 
Exchange, its share of NLST paid by subsidiaries 
listed in Kuwait Stock Exchange, and cash dividends 
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received from companies listed in Kuwait Stock 
Exchange in accordance with law No. 19 for year 
2000 and Ministerial resolution No. 24 for year 
2006 and their executive regulations. No NLST has 
been provided for the year ended December 31, 
2021, since there was no taxable profit on which 
NLST could be calculated.

z.	 Zakat
Zakat is calculated at 1% on the consolidated 
profit of the Group before contribution to Kuwait 
Foundation for the Advancement of Sciences, 
National Labor Support Tax, Zakat, and Board of 
Directors’ remuneration, and after deducting the 
Group’s share of profit from Kuwaiti shareholding 
associates & un-consolidated subsidiaries, its share 
of Zakat paid by Kuwaiti shareholding subsidiaries 
and cash dividends received from Kuwaiti 
shareholding companies in accordance with law 
No. 46 for year 2006 and Ministerial resolution No. 
58 for year 2007 and their executive regulations. 
No Zakat has been provided for the year ended 
December 31, 2021, since there was no financial 
profit on which Zakat could be calculated.

aa.	 Foreign currencies 
Foreign currency transactions are translated into 
Kuwaiti Dinars at rates of exchange prevailing on 
the date of the transactions. Monetary assets and 
liabilities denominated in foreign currency as at the 
end of reporting date are retranslated into Kuwaiti 
Dinars at rates of exchange prevailing on that date. 
Non-monetary items carried at fair value that are 
denominated in foreign currencies are retranslated 
at the rates prevailing on the date when the fair 
value was determined. Non-monetary items that 
are measured in terms of historical cost in a foreign 
currency are not retranslated. 

Exchange differences arising on the settlement 
of monetary items, and on the retranslation of 
monetary items, are included in consolidated 
statement of profit or loss for the period. Translation 
differences on non-monetary items such as equity 
instruments which are classified as financial assets 
at fair value profit or loss are reported as part of 
the fair value gain or loss. Translation differences 
on non-monetary items such as equity instruments 
classified as FVOCI are included in “cumulative 
changes in fair value” in other comprehensive 
income. 

The assets and liabilities of the foreign subsidiary 
are translated into Kuwaiti Dinars at rates of 
exchange prevailing at the end of reporting 
period. The results of the subsidiary are translated 
into Kuwaiti Dinars at rates approximating the 
exchange rates prevailing at the dates of the 
transactions. Foreign exchange differences 

arising on translation are recognized directly in 
other comprehensive income. Such translation 
differences are recognized in consolidated 
statement of profit or loss in the period in which the 
foreign operation is disposed off.

bb.	 Contingencies
Contingent liabilities are not recognized in the 
consolidated financial statements unless it is 
probable as a result of past events that an outflow 
of economic resources will be required to settle a 
present, legal or constructive obligation; and the 
amount can be reliably estimated. Else, they are 
disclosed unless the possibility of an outflow of 
resources embodying economic losses is remote. 

Contingent assets are not recognized in the 
consolidated financial statements but disclosed 
when an inflow of economic benefits as a result of 
past events is probable.

cc.	 Segment reporting 
A segment is a distinguishable component of the 
Group that engages in business activities from 
which it earns revenue and incurs costs. Operating 
segments are reported in a manner consistent 
with the internal reporting provided to the chief 
operating decision-maker. The chief operating 
decision-maker is identified as the person being 
responsible for allocating resources, assessing 
performance and making strategic decisions 
regarding the operating segments.

dd.	 Critical accounting estimates and judgments 
The Group makes judgments, estimates and 
assumptions concerning the future. The preparation 
of consolidated financial statements in conformity 
with International Financial Reporting Standards 
requires management to make judgments, 
estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the 
consolidated financial statements and the reported 
amounts of revenue and expenses during the year. 
Actual results could differ from the estimates.

a.	 Judgments 
In the process of applying the Group’s 
accounting policies which are described in 
note 2, management has made the following 
judgments that have the most significant 
effect on the amounts recognized in the 
consolidated financial statements.

i.	 Revenue recognition 
Revenue is recognized to the extent it is 
probable that the economic benefits will flow 
to the Group and the revenue can be reliably 
measured. The determination of whether 
the revenue recognition criteria as specified 
under IFRS 15 and revenue accounting policy 
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explained in Note (2 – s) are met requires 
significant judgment.

ii.	 Determination of contract cost 
Determination of costs which are directly 
related to the specific contract or attributable 
to the contract activity in general requires 
significant judgment. The determination of 
contract cost has a significant impact upon 
revenue recognition in respect of long term 
contracts. The Group follows guidance of 
IFRS 15 for determination of contract cost and 
revenue recognition.

iii.	 Classification of lands 
Upon acquisition of land, the Group classifies 
the land into one of the following categories, 
based on the intention of the management for 
the use of the land:

a.	 Work in progress 
When the intention of the Group is to 
develop a land in order to rent or to 
occupy it in the future, both the land and 
the construction costs are classified as 
work in progress.

b.	 Investment properties 
When the intention of the Group is to 
earn rentals from land or hold land for 
capital appreciation or if the intention 
is not determined for land, the land is 
classified as investment property.

iv.	 Provision for expected credit losses and 
inventory
The determination of the recoverability of 
the amount due from customers and the 
marketability of the inventory and the factors 
determining the impairment of the receivable 
and inventory involve significant judgment.

v.	 Classification of financial assets 
On acquisition of a financial asset, the Group 
decides whether it should be classified as 
“at fair value through profit or loss”, “at fair 
value through other comprehensive income” 
or “at amortized cost”. IFRS 9 requires all 
financial assets, except equity instruments 
and derivatives, to be assessed based on a 
combination of the Group’s business model 
for managing the assets of the instrument’s 
contractual cash flow characteristics. The 
Group follows the guidance of IFRS 9 on 
classifying its financial assets and is explained 
in Note (2 – d).

vi.	 Business combinations 
At the time of Parent Company’s acquisition 
to subsidiaries, the Parent Company considers 
whether the acquisition represents the 
acquisition of a business or of an asset (or 

a group of assets and liabilities). The Parent 
Company accounts for an acquisition as a 
business combination where an integrated 
set of activities is acquired in addition to the 
assets. More specifically, consideration is made 
to the extent of which significant processes 
are acquired. The significance of processes 
requires significant judgment. 

Where the acquisition of subsidiaries does 
not represent a business, it is accounted for 
as an acquisition of an asset (or a group of 
assets and liabilities). The cost of acquisition is 
allocated to the assets and liabilities acquired 
based on their relative fair values, and no 
goodwill or deferred tax is recognized.

vii.	 Taxes 
The Group is subject to income taxes in 
numerous jurisdictions. Significant judgment 
is required in determining the provision for 
income taxes. There are many transactions 
and calculations for which the ultimate tax 
determination is uncertain during the ordinary 
course of business.

viii.	 Control assessment 
When determining control over an investee, 
management considers whether the Group 
has a ‘de facto’ power to control an investee 
if it holds less than 50% of the investee’s voting 
rights. The assessment of the investee’s relevant 
activities and the ability to use the Parent 
Company’s power to affect the investee’s 
variable returns requires significant judgment.

ix.	 Significant influence assessment 
When determining significant influence over 
an investee, management considers whether 
the Group has the power to participate in 
the financial and operating policy decisions 
of the investee if it holds less than 20% of 
the investee’s voting rights. The assessment, 
which requires significant judgment, involves 
consideration of the Group’s representation on 
the investee’s board of directors, participation 
in policy making decisions and material 
transactions between the investor and 
investee.

x.	 Leases
Critical judgements required in the application 
of IFRS 16 include, among others, the following:

	• Identifying whether a contract (or part of 
a contract) includes a lease;

	• Determining whether it is reasonably 
certain that an extension or termination 
option will be exercised;
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	• Classification of lease agreements (when 
the entity is a lessor);

	• Determination of whether variable 
payments are in-substance fixed;

	• Establishing whether there are multiple 
leases in an arrangement,.

	• Determining the stand-alone selling prices 
of lease and non-lease components.

b.	 Estimates and assumptions 

The key assumptions concerning the future and 
other key sources of estimating uncertainty at the 
end of the reporting period that have a significant 
risk of causing a material adjustment to the 
carrying amounts of assets and liabilities within the 
next financial year are discussed below:

i.	 Fair value of unquoted financial assets 
If the market for a financial asset is not active 
or not available, the Group establishes fair 
value by using valuation techniques which 
include the use of recent arm’s length 
transactions, reference to other instruments 
that are substantially the same, discounted 
cash flow analysis, and option pricing 
models refined to reflect the issuer’s specific 
circumstances. This valuation requires the 
Group to make estimates about expected 
future cash flows and discount rates that are 
subject to uncertainty.

ii.	 Useful lives of depreciable assets 
The Group reviews its estimate of useful 
lives of depreciable assets at each reporting 
date based on the expected utility of assets. 
Uncertainties in these estimates mainly relate 
to obsolescence and changes in operations.

iii.	 Impairment of Goodwill 
The Group determines whether goodwill is 
impaired at least on an annual basis. This 
requires an estimation of the “value in use” of 
the asset or the cash-generating unit to which 
the goodwill is allocated. Estimating a value in 
use requires the Group to make an estimate of 
the expected future cash-flows from the asset 
or the cash-generating unit and also choose 
an appropriate discount rate in order to 
calculate the present-value of the cash-flows.

iv.	 Provision for allowance for expected credit 
losses and inventories
The extent of provision for expected credit 
losses and inventories involves estimation 
process. Provision for expected credit 
losses is based on a forward looking ECL 
approach as explained in Note 2. Bad debts 
are written off when identified. The carrying 
cost of inventories is written down to their 

net realizable value when the inventories 
are damaged or become wholly or partly 
obsolete or their selling prices have declined. 
The benchmarks for determining the amount 
of provision or write-down include ageing 
analysis, technical assessment and subsequent 
events. The provisions and write-down of 
accounts receivable and inventories are 
subject to management approval.

v.	 Valuation of investment properties 
The Group carries its investment properties 
at fair value, with change in fair values being 
recognized in consolidated statement of profit 
or loss. The following method was used to 
determine the fair value of the investment 
properties: 

Comparative analysis is based on the 
assessment made by an independent real 
estate appraiser using values of actual deals 
transacted recently by other parties for 
properties in a similar location and condition, 
and based on the knowledge and experience 
of the real estate appraiser.

vi.	 Revaluation of property, plant and equipment 
The Group measures property, plant and 
equipment at revalued amounts with 
changes in fair value being recognized in 
other comprehensive income. The valuation 
of property, plant and equipment is done by 
independent appraiser using values of actual 
deals transacted recently by other parties for 
assets in a similar condition, and based on the 
knowledge and experience of the appraiser.

vii.	 Impairment of non-financial assets 
An impairment exists when the carrying value 
of an asset or cash generating unit exceeds 
its recoverable amount, which is the higher of 
its fair value less costs to sell and its value in 
use. The fair value less costs to sell calculation 
is based on available data from binding sales 
transactions in an arm’s length transaction of 
similar assets or observable market prices less 
incremental costs for disposing of the asset. 
The value in use calculation is based on a 
discounted cash flow model. The cash flows 
are derived from the budget for the next 
five years and do not include restructuring 
activities that the Group is not yet committed 
to or significant future investments that will 
enhance the asset’s performance of the cash 
generating unit being tested. The recoverable 
amount is most sensitive to the discount rate 
used for the discounted cash flow model 
as well as the expected future cash inflows 
and the growth rate used for extrapolation 
purposes.

Sultan Center Annual Report & Financial Statements 20214 6



SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

viii.	 Taxes
The Group recognizes a liability for the 
anticipated taxes levied in the jurisdictions of 
its activity based on estimates of whether 
additional taxes will be due. Where the final 
tax outcome of these matters is different from 
the amounts that were initially recorded, such 
differences will impact the income tax and 
deferred tax provisions in the period in which 
such determination is made. Any changes in 
the estimates and assumptions may have an 
impact on the carrying values of the deferred 
taxes.

ix.	 Leases 
Key sources of estimation uncertainty in the 
application of IFRS 16 include, among others, 
the following:

	• Estimation of the lease term;

	• Determination of the appropriate rate to 
discount the lease payments;

	• Assessment of whether a right-of-use 
asset is impaired.
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(a) Trade receivables and contract receivables

The Group applies the IFRS 9 simplified model of recognizing lifetime expected credit losses for all trade and contract 
receivables as these items do not have a significant financing component. In measuring the expected credit losses, trade 
receivables have been assessed on a collective basis respectively and grouped based on shared credit risk characteristics 
and the days past due.

The expected loss rates are based on the payment profile for sales over the past 48 months or ageing profile of customers 
over the past 3 to 5 years before December 31, 2021 and January 1, 2021 respectively as well as the corresponding historical 
credit losses during that period. The historical rates are adjusted to reflect current and forwarding looking macroeconomic 
factors affecting the customer’s ability to settle the amount outstanding. However given the short period exposed to credit 
risk, the impact of these macroeconomic factors has not been considered significant within the consolidated financial 
statements reporting period.

Trade and contract receivables are written off (i.e. derecognized) when there is no reasonable expectation of recovery. 
Failure to make payments within 365 days from the invoice date and failure to engage with the Group on alternative 
payment arrangement amongst other is considered indicators of no reasonable expectation of recovery and therefore is 
considered as credit impaired.

The following aging table of trade and contract receivables based on the Group’s provision matrix. As the Group’s historical 
credit loss experience does not show significantly different loss patterns for different customer segments, the provision for loss 
allowance based on past due status is not further distinguished between the Group’s different customer base.

3. ACCOUNTS RECEIVABLE AND OTHER DEBIT BALANCES

2021 2020

Trade receivables (a) 1,550,623 1,516,471

Contract receivables (a) 8,793,694 8,014,766

10,344,317 9,531,237

Less: Provision for expected credit losses (b) (6,688,555) (4,695,342)

3,655,762 4,835,895

Other receivables 4,182,236 5,527,483

Less: Provision for expected credit losses (b) (3,005,325) (514,670)

1,176,911 5,012,813

Advance payments and refundable deposits 1,901,820 2,751,419

Staff receivables 334,286 212,405

7,068,779 12,812,532

Less than 180 days 181 – 365 days Over 365 days Total

2021 3,565,136 90,626 6,688,555 10,344,317

2020 4,474,013 361,882 4,695,342 9,531,237
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(b) Provision for expected credit losses

The movement in the provision for expected credit losses is as follows:

2021 2020

Balance at the beginning of the year 5,210,012 5,083,186

Charge for the year 4,854,378 399,087

Provision no longer required (Note 23) - (78,750)

Utilized during the year (350,421) (169,812)

Foreign currency translation adjustments (20,089) (23,699)

Balance at the end of the year 9,693,880  5,210,012  

4. RELATED PARTY DISCLOSURES

The Group has entered into various transactions with related parties, i.e. major shareholders, Board of Directors, key 
management personnel and entities under common control. Prices and terms of payment are approved by the Group’s 
management. Significant related party balances and transactions are as follows:

a.	 Due to related parties are non – interest bearing and payable on demand.

b.	 As of December 31, 2021, financial assets at fair value through other comprehensive income amounting to KD 1,900,152 
(2020 – KD 2,990,095) are registered in the name of a related party and there is a waiver letter in favor of the Group 
(Note 7).

c.	 As of December 31, 2021, investment properties with fair value amounting to KD 3,635,000 (2020 – KD 3,495,000) are 
registered in the name of a related party and there is a waiver letter in favor of the Group (Note 9).

Total

Entities under
common
control

2021 2020

Balances included in consolidate statement of
financial position:

Due to related parties 207,450 207,450 207,450

Accounts payable and other credit balances 497,074 497,074 101,300

Transaction included in consolidated statement
of profit or loss:

General and administrative expenses 2,981,564 2,981,564 2,226,741

Compensation to key management personnel:

2021 2020

Short term benefits 614,252 720,615

Termination benefits 33,017  46,013  

 	 647,269   	 766,628  
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(a) Provision for slow moving inventories

The movement in the provision for slow moving inventories is as follows:

(a) Assets and liabilities classified as discontinued operations

The difficult economic conditions witnessed by the Republic of Lebanon have affected one of the subsidiaries and 
operators in the Central Market Sector in the Republic of Lebanon - The Sultan Center Retail (Lebanon) SAL. (“Lebanon”). 
The entity stopped its activity and the management of the entity requested bankruptcy on July 31, 2017 in the Lebanese 
courts. Its application was accepted on November 6, 2017. The Court appointed two agents to collect their debts and fulfill 
their obligations in accordance with the laws of the Republic of Lebanon. As a result, the assets, liabilities and operations 
of the subsidiary were classified as discontinued assets, liabilities and operations starting from July 31, 2017.

The major items of assets and liabilities classified as discontinued operations are as follows:

5. INVENTORIES

6. ASSETS AND LIABILITIES CLASSIFIED AS DISCONTINUED OPERATIONS AND HELD FOR SALE

2021 2020

Inventories 17,909,742 17,841,170

Impairment losses (Note 24) (567,553) -

Merchandise inventory (Note 20) 17,342,189 17,841,170

Others 182,721 254,815

17,524,910 18,095,985

Less : Provision for slow moving inventories (a) (646,453) (651,062)

16,878,457 17,444,923

2021 2020

Balance at the beginning of the year 651,062 992,961

Utilized during the year (4,609) (341,899)

Balance at the end of the year 646,453  651,062  

2021 2020

Assests:

Cash on hand and at banks 60,854 60,854

Accounts receivable and prepayments 891,091 891,091

Inventories 830,365 830,365

Property, plant and equipment 4,634,900 4,634,900

Right of use assets 72,396  72,396  

Total assets classified as held for sale 6,489,606  6,489,606  

Liabilities:  

Accounts payable and other credit balances 6,580,481 6,580,481

Provision for end of service indemnity 207,693  207,693  

Total liabilities classified as held for sale  6,788,174  6,788,174  

Excess of liabilities over assets classified as held for sale (298,568) (298,568) 
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6. ASSETS AND LIABILITIES CLASSIFIED AS DISCONTINUED OPERATIONS AND HELD FOR SALE

It was difficult to estimate the contingent liabilities that the Group is expected to incur due to liquidation. There are certain 
lawsuits against Sultan Center Retail (Lebanon) SAL as a result of the bankruptcy. The management of the Group believes 
that these lawsuits will not have a material adverse effect on the consolidated financial statements.

(b) Assets and liabilities classified as held for sale

Pursuant to the decision of the parent company’s Board of Directors dated November 14, 2021, an exit plan was approved 
for subsidiary – “Good Food Catering Company – W.L.L.” wholly owned , and as the management of the parent company 
received serious offers from investors to sell the subsidiary, accordingly, the assets and liabilities of the subsidiary were 
classified as held for sale in accordance with the International Financial Reporting Standard No. (5), and are presented 
separately in the consolidated statement of financial position.

The parent company’s management expect that the sale value of the subsidiary will exceed the net carrying value of 
its assets, accordingly, impairment loss has not been recognized at the date of the accompanying consolidated financial 
statements.

The major items of assets and liabilities relating to the activities subject to disposal which classified as held for sale as of 
December 31, 2021 are as follows:

2021

Assests:

Cash on hand and at banks 55,299

Accounts receivable and prepayments 364,602

Inventories 13,640

Property, plant and equipment 296,102

Right of use assets 310,059

Total assets classified as held for sale 1,039,702

Liabilities:

Accounts payable and other credit balances 792,073

Provision for end of service indemnity 116,335

Lease liabilities 319,608

Total liabilities classified as held for sale 1,228,016

Excess of liabilities over assets classified as held for sale (188,314)
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6. ASSETS AND LIABILITIES CLASSIFIED AS DISCONTINUED OPERATIONS AND HELD FOR SALE

7. FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

The results of operation subject to disposal for the year ended December 31, 2021 are as follows:

As of December 31, 2021, financial assets at fair value through other comprehensive income amounting to KD 1,900,152 
(2020 – KD 2,990,095) are registered in the name of a related party and there is an undocumented waiver letter in favor 
of the Group stating that the group owns these financial assets (Note 4 – b).

Financial assets at fair value through other comprehensive income with fair value amounting to KD 6,423,052 (2020 – KD 
5,587,259) are pledged against bank facilities granted to the Group (Note 11).

Financial assets at FVOCI are denominated in Kuwaiti Dinars.

2021 2020

Operating revenues 790,127 403,459

Operating Costs (211,044) (107,117)

Gross profit 579,083 296,342

General and administrative expenses (721,844) (757,382)

Other income 138,980 193,092

Loss for the year (3,781) (267,948)

2021 2020

Unquoted equity securities 8,323,201 10,425,542

The movement during the year is as follows:

2021 2020

Balance at the beginning of the year 10,425,542 5,248,218

Change in fair value (2,102,341) (367,246)

Transferred from investment in associates - 5,544,570

Balance at the end of the year 8,323,201 10,425,542
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8. INVESTMENT IN ASSOCIATES

Ownership 
Percentage (%)

Amount

Name of the associate	
Country of

  incorporation 
Principle 
activity 2021 2020 2021 2020

National Real Estate 
Company - K.S.C.P.

State of 
Kuwait

Real Estate 24.75 24.75 128,799,022 85,540,922

Kuwait Bulgarian Dairy 
Company - W.L.L. (d)

State of 
Kuwait

Dairy 40 40 - 120,000

2020 128,799,022 85,660,922 

The movement during the year is as follows:

2021 2020

Balance at the beginning of the year 85,660,922 93,478,264

Group’s share of results from associates 49,407,297 147,589

Reclassification of investment in an associate to financial assets at FVOCI - (8,128,238)

Group’s share of associates’ equity movements (1,604,655) -

Impairment losses (Note 24) (120,000) -

Group’s share from other comprehensive (loss) income of associates (4,544,542) 163,307

Balance at the end of the year 128,799,022 85,660,922

During the year ended December 31, 2021, Agility Public Warehousing Company K.S.C.P. (An associate of the 
National Real Estate Company - K.S.C.P) has sell its entire stake in the global integrated logistics services sector (GIL) 
to DSV Panalpina Company (DSV) in return for allocating ownership shares in DSV Company, with a fair value of 
KD 1,474 million, the sale resulted in a profit of KD 897 million. The parent company’s share of the profit from the sale 
amounted to KD 52,570 thousand, which is included in the group’s share of results from associates amounting to KD 
49,407,297 in the consolidated statement of profit or loss.

As at December 31, 2021, shares of the associate Company (National Real Estate Company – K.S.C. (Public)) with 
market value of KD 90,199,354 (2020 – KD 28,997,508) are pledged to certain local banks against bank facilities 
and Murabaha payable (Notes 11, 13).

Summarized consolidated Statement of financial position

2021 2020

Assets 654,150,704 491,124,527

Liabilities (205,762,167) (217,516,192)

Net assets 448,388,537 273,608,335

Group ownership percentage 24.75% 24.75%

The share in the net assets of the associate 110,976,163 67,718,063

Goodwill 17,822,859 17,822,859

Book value of the National Real Estate Company - KSC. 128,799,022 85,540,922
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8. INVESTMENT IN ASSOCIATES

The contingent liabilities for the legal cases related to the associate National Real Estate Company – K.S.C. (Public) are 
summarized as follows:

I. PCO Contract

From 2004 through 2008, the Associate performed a PCO 
Contract, which was a cost-plus-fixed-fee contract with the 
Coalition Provisional Authority (“CPA”) for logistics services 
supporting reconstruction in Iraq, including warehousing, 
convoys and security.

On April 23, 2011, the Associate submitted a Certified Claim 
for approximately USD 47 million that the US Government 
owes the Associate in connection with the PCO Contract. 
The Contracting Officer denied the Associate’s Certified 
Claim on December 15, 2011, and the Associate appealed 
the denial to the Armed Services Board of Contract Appeals 
(“ASBCA”). Separately, the US Government had claimed 
that the Associate owed USD 80 million in connection with 
the PCO Contract and sought repayment of the same. 
The Associate appealed the US Government’s demand 
for repayment to the ASBCA and the appeals were 
consolidated.

On August 26, 2013, the US Government moved to dismiss 
the ASBCA appeals for lack of jurisdiction. The ASBCA 
granted the US Government’s motion to dismiss on 
December 9, 2014. The Associate appealed to the U.S. Court 
of Appeals for the Federal Circuit on April 8, 2015. On April 
16, 2018, a panel of the Federal Circuit affirmed the ASBCA’s 
decision dismissing the Associate’s appeals for lack of 
jurisdiction.

Following the Federal Circuit decision, on September 21, 2018, 
the Associate filed an amended complaint in a pending 
matter involving the PCO Contract in the Court of Federal 
Claims (“COFC”), seeking, among other things, a return 
of USD 17 million previously offset by the US Government 
(described further below), as well as a declaratory judgment 
that the US Government may not withhold amounts legally 
owed by the US Government to the Associate based on the 

Summarized consolidated Statement of profit or loss

2021 2020

Revenue 32,451,754 16,913,458

Cost (19,776,198) (5,693,873)

Other expenses (50,944,291) (25,164,616)

Other income 237,894,177 14,541,349

Profit for the year 199,625,442 596,318

Other comprehensive (loss) income (18,361,786) 659,826

Total comprehensive income 181,263,656 1,256,144

Group’s share of associate’s results 44,862,755 310,896

Associate’s purported debt under the PCO Contract. This 
matter was consolidated with the DDKS matter as detailed 
below.

As referenced above, the US Government offset USD 17 
million from another contract held by the Associate (the 
DDKS contract), in connection with its purported claim 
related to the PCO contract (the “DDKS offset”). On July 3, 
2017, the Associate submitted a Certified Claim under the 
DDKS contract, seeking payment of the DDKS offset plus 
interest. In a letter, on September 1, 2017, the Contracting 
Officer notified the Associate that she was holding its 
Certified Claim in abeyance. Following the Federal Circuit 
decision discussed above, the Associate filed a complaint 
seeking the return of the DDKS offset plus interest (the “DDKS 
Matter”).

On September 21, 2018, the Associate filed an amended 
complaint in the DDKS Matter. On December 3, 2018, the 
Associate filed a Motion for Judgment on the Pleadings, as 
well as a motion to consolidate the DDKS matter with the 
still-pending COFC matter described above. On December 6, 
2018, the court granted the Associate’s motion to consolidate. 
On December 17, 2018, the US Government filed a Motion 
to Dismiss in the DDKS matter. On December 28, 2018, the 
Associate filed its reply to the US Government’s motion. 
The reply of the US Government was filed on February 14, 
2019 and a hearing was held on February 28, 2019. On 
May 9, 2019, the Court of Federal Claims issued an opinion 
granting judgment for the US Government in the amended 
PCO complaint and dismissed the DDKS Matter for lack 
of jurisdiction. The Associate appealed both decisions to 
the Federal Circuit on May 14, 2019, which the court then 
consolidated. The briefing of the appeal was completed on 
September 16, 2019 and the oral argument was heard on 
February 5, 2020.
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8. INVESTMENT IN ASSOCIATES

On August 12, 2020, the Federal Circuit issued an opinion 
remanding the PCO complaint to the Court of Federal Claims 
for an evaluation of the merits of the US Government’s offset 
determination as well as a determination of whether proper 
procedures were followed as required by law.

On August 31, 2020, Agility sought panel rehearing on 
a minor, technical point, which the panel denied. On 
September 18, 2020, the US Government filed a motion 
seeking an extension of time to file a combined petition for 
panel rehearing and rehearing en banc until November 
12, 2020. The Court granted that motion on September 21, 
2020.

The US Government ultimately did not file a petition for 
panel rehearing or rehearing by November 12, 2020, and 
the following week, on November 19, 2020, the Federal 
Circuit issued the mandate remanding the matter to the 
Court of Federal Claims.

Once the matter was remanded to the Court of Federal 
Claims, the case was reassigned to a new judge who set a 
status conference for December 17, 2020. Prior to the status 
conference, counsel for the US Government reached out to 
counsel for the Associate to discuss a potential settlement 
in light of the remand from the Federal Circuit. Based on 
the conversation, the parties entered a joint status report 
requesting that the court stay the matter while the parties 
explore the possibility of a settlement. On December 14, 
2020, the court granted the parties’ request and ordered 
the matter be stayed until May 17, 2020. For the same 
reason, the parties filed a stipulation to continue the stay on 
May 17, 2021. The court granted the parties’ request, and, 
pursuant to various extensions granted by the Court, the 
matter will remain stayed until May 17, 2022.

During the stay, settlement discussions have continued and 
the parties are now in the process of exchanging drafts of a 
proposed agreement. The parties will continue to negotiate 
final terms after which counsel for the US Government will 
seek the requisite approvals, a process that will take some 
time to complete

Additionally, on September 14, 2016, the Associate filed a 
PCO related lawsuit under the administrative procedure Act 
in the U.S District court for the district of Columbia (“DDC”). 
This matter remains stayed as per the Court’s May 14, 2021 
Minute Order, which stayed the matter pending resolution of 
the related proceedings before the court of Federal Claims.

Despite inherent uncertainty surrounding these cases, 
no provision is recorded by the management in the 
consolidated financial statements. The Associate (after 
consulting the external legal counsel) is not able to comment 
on the likely outcome of the cases.

II. Guarantee encashment

A resolution was issued by the General Administration of 
Customs for Kuwait (“GAC”) to cash a portion, amounting 
to KD 10,092 thousand of the bank guarantee submitted 
by Global Clearing House Systems K.S.C. (Closed) (“GCS”), 
a subsidiary of the Associate, in favour of GAC in relation 
to performance of a contract. Pursuant to this resolution, 
GAC called the above guarantee during the year ended 
December, 31 2007.

GCS appealed the above resolution at the Court of First 
Instance and the latter issued its judgment in favour of 
GCS and ordered GAC to pay an amount of KD 58,927 
thousand as compensation against the non-performance 
of its obligations under the contract, and KD 9,138 thousand 
towards refunding of the guarantee encashed earlier, 
together with an interest of 7% per annum on these amounts 
to be calculated from the date the judgment becomes final.

GCS appealed the judgment before the Court of Appeal 
requesting an increase in compensation. GAC also filed an 
appeal No. 1955 / 2014 Administrative 4 before the Court 
of Appeal. On September 13, 2015, the Court of Appeal 
pronounced its judgement affirming the decision of the 
Court of First Instance. Both GCS and GAC appealed against 
this ruling before the Kuwait Court of Cassation in appeals 
No. 148, 1487 for the year 2015. On March 15, 2017, the Court 
of Cassation resolved to defer the appeal to the experts. On 
May 7, 2018, the experts committee issued a report affirming 
the Company’s right for the claimed compensation. The 
case was heard before the Court of Cassation on October 
3, 2018. On January 23, 2020, GCS filed its defence and the 
court adjourned the hearing until February 13, 2020 for the 
submission of comments by the Customs. During this hearing, 
the Customs’ representative requested and was granted an 
extension until March 6, 2020. The case was reserved for 
the judgment on May 1, 2020 which was then postponed 
until June 26, 2020. Furthermore, the pronouncement of 
the judgment was extended until the hearing scheduled on 
September 25, 2020 during which, the court of cassation 
resolved to transfer the case to the Experts’ Department and 
the case is being examined with the Experts’ Department. 
The Experts’ Department submitted its report related to the 
case and the court decided to reserve the case for the 
judgement on 20 April 2022.

GCS also filed a claim against GAC and requested, under 
one of its demands, the Court of Appeal to prohibit GAC 
from encashing the remaining bank guarantees offered by 
GCS. The Court of Appeal issued its judgment in favour of 
GCS in blocking the encashment of the bank guarantees 
in the possession of GAC. GAC filed an appeal against this 
decision of the Court of Appeal and the Court of Cassation 
dismissed the appeal.

In addition to the above, there are other legal disputes 
between GCS and GAC. Both the parties have filed various 
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claims and counter claims that are currently pending in 
the courts. The Associate’s in-house counsel believes that 
these matters will not have a material adverse effect on the 
Associate’s consolidated financial statements.

III. Korek Litigation

In February 2017, the Associate filed a request for arbitration 
against the Republic of Iraq pursuant to Article 36 of the 
Convention on the Settlement of Investment Disputes 
between States and Nationals of Other States (“ICSID”), and 
Article 10 of the Agreement between the Government of 
the State of Kuwait and the Government of the Republic of 
Iraq for Reciprocal Promotion and Protection of Investments 
(the “2015 BIT”). The claim arises from a series of actions and 
inactions of the Iraqi government, including its regulatory 
agency Communications & Media Commission (“CMC”) 
relating to an alleged decision by the CMC to annul the 
previous written consent granted in connection with the 
Associate’s investment in Korek Telecom, as well as the CMC’s 
order to transfer the shares acquired by the Associate back 
to the original Iraqi shareholders (which was implemented 
in March 2020). Without limitation, the Associate’s claims 
relate to Iraq’s failure to treat the Associate’s investment of 
over USD 380 million fairly and equitably, its failure to accord 
the Associate with due process, as well as the indirect 
expropriation of that investment, each in breach of the 
2015 BIT. On February 24, 2017, the Associate’s request for 
arbitration was formally registered with ICSID. The arbitration 
tribunal was formally constituted on December 20, 2017 and 
an initial procedural hearing was held on January 31, 2018.

The Associate’s memorial was submitted on April 30, 2018. 
On August 6, 2018, Iraq submitted objections to jurisdiction 
and requested that they be determined as a preliminary 
matter before the case proceeds further on the merits. The 
tribunal bifurcated the proceedings on October 31, 2018 and 
the Associate submitted its counter- memorial on jurisdiction 
on January 10, 2019. The reply of the respondents was 
submitted on February 25, 2019 and the Associate’s rejoinder 
was submitted on March 21, 2019. The hearings were held 
on April 24 and 25, 2019. On July 9, 2019, the tribunal issued 
its decision on jurisdiction in which it found that it had 
jurisdiction over certain (but not all) of the Associate’s claims. 
The case will now go forward on the merits of the claims 
over which the tribunal has jurisdiction. The Respondent’s 
counter-memorial was submitted on March 13, 2020. The 
Associate’s Reply to Respondent’s Counter-Memorial was 
submitted on July 17, 2020. The hearings on the merits were 
held in October 2020, and post-hearing submissions were 
submitted in November 2020.

On 22 February 2021, the tribunal issued its ruling, dismissing 
all of the Associate’s claims and awarding costs of 
approximately USD 5 million in favor of the respondent. On 
May 28, 2021, the Group filed an application to annul the 

award with ICSID which was formally registered on June 4, 
2021. On September 22, 2021, ICSID constituted a committee 
to adjudicate the Associate’s application to annul the award. 
The committee convened on November 22, 2021 and issued 
a procedural timetable for the proceedings on November 
24, 2021. In accordance with the procedural timetable, the 
Associate submitted its Memorial on December 22, 2021. 
Iraq’s Counter-Memorial is due on April 22, 2022.

As the tribunal refused to address the merits of the 
regulatory decision itself as issued by the CMC expropriating 
the Associate’s investment in Korek, claiming lack of 
jurisdiction, the Associate is also in the process of preparing 
a fresh claim against the Republic of Iraq.

As the dispute remains pending without legal resolution and 
in the absence of clarity, the financial impact of this case 
cannot be assessed.

In conjunction with the foregoing claims related to Korek 
Telecom, Iraq Telecom Limited (“IT Ltd.”) (in which the 
Associate holds an indirect 54% stake) commenced the 
following proceedings:

	• Share Subscription Agreement Arbitration 
On June 4, 2018, IT Ltd. commenced ICC arbitration 
proceedings against Korek International (Management) 
Ltd (“CS Ltd”) and Mr. Sirwan Saber Mustafa. The dispute 
is in relation to various contractual breaches by the 
respondents under a shareholders’ agreement relating 
to the Associates’s investment in Korek Telecom. The 
amount in dispute is to be determined during the course 
of the proceedings. 

The request for arbitration was submitted on June 4, 
2018, and the respondents’ reply was submitted on 
September 10, 2018. IT Ltd. filed an amended request 
for arbitration on January 15, 2019 and the tribunal 
was constituted on March 29, 2019. IT Ltd’s Statement 
of Claim was submitted on August 28, 2019 and CS 
Ltd’s Statement of Defense was submitted on January 
22, 2020. On July 10, 2020, IT Ltd. discontinued the 
proceedings on a without prejudice basis. 

New proceedings were commenced with similar claims 
were nonetheless filed by IT Ltd., both for itself and on 
behalf of International Holdings Ltd (“IH”). and Korek 
Telecom, against CS Ltd. and Mr. Sirwan Saber Mustafa. 
On August 25, 2020, IT Ltd. filed its second amended 
(and current) request for arbitration for itself and in the 
name and on behalf of International Holdings Ltd. The 
tribunal has been constituted, and IT Ltd.’s application 
to pursue derivative claims on behalf of International 
Holdings Ltd. and Korek Telecom was submitted in 
December 2020. 

The tribunal held a preliminary hearing in February 2021 
to adjudicate IT Ltd.’s application to bring derivative 
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claims on behalf of International Holdings Ltd (including 
whether the tribunal has jurisdiction over such an 
application). By order dated March 16, 2021, the Tribunal 
granted IT Ltd. permission to file most of the derivative 
claims at issue. On April 23, 2021, IT Ltd. submitted its 
Statement of Claim on the merits. The parties will now 
make a series of sequential submissions on the merits, 
and engage in disclosure, with the hearing on the merits 
scheduled for late March/early April 2022.

	• Shareholders’ Agreement Arbitration 
On 4 June 2018, IT Ltd. commenced ICC arbitration 
proceedings against CS Ltd. and Mr. Sirwan Saber 
Mustafa. The dispute is in relation to various contractual 
breaches by the respondents under a shareholders’ 
agreement relating to the Associate’s investment 
in Korek Telecom. The amount in dispute is to be 
determined during the course of the proceedings. 

The request for arbitration was submitted on June 4, 
2018, and the respondents’ reply was submitted on 
September 10, 2018. IT Ltd. filed an amended request 
for arbitration on January, 15 2019 and the tribunal 
was constituted on March 29, 2019. IT Ltd’s Statement 
of Claim was submitted on August 28, 2019 and CS 
Ltd’s Statement of Defense was submitted on January 
22, 2020. On July 10, 2020, IT Ltd. discontinued the 
proceedings on a without prejudice basis. 

New proceedings were commenced with similar claims 
were nonetheless filed by IT Ltd., both for itself and on 
behalf of International Holdings Ltd. and Korek Telecom, 
against CS Ltd. and Mr. Sirwan Saber Mustafa. On 
August 25, 2020, IT Ltd. filed its second amended (and 
current) request for arbitration for itself and in the name 
and on behalf of International Holdings Ltd. The tribunal 
has been constituted, and IT Ltd.’s application to pursue 
derivative claims on behalf of International Holdings Ltd. 
and Korek Telecom was submitted in December 2020 

The tribunal held a preliminary hearing in February 2021 
to adjudicate IT Ltd.’s application to bring derivative 
claims on behalf of International Holdings Ltd (including 
whether the tribunal has jurisdiction over such an 
application). By order dated March 16, 2021, the Tribunal 
granted IT Ltd. permission to file most of the derivative 
claims at issue. On April 23, 2021, IT Ltd. submitted its 
Statement of Claim on the merits. The parties will now 
make a series of sequential submissions on the merits, 
and engage in disclosure, with the hearing on the merits 
scheduled for late March/early April 2022.

	• IBL Subordination Agreement Arbitration :Arbitration 
proceedings against IBL Bank SAL, Korek Telecom 
and International Holdings Ltd.
The dispute is in relation to alleged fraud orchestrated 

by certain Korek Telecom stakeholders with the 
knowledge and cooperation of IBL Bank in connection 
with a subordination agreement relating to a USD 150 
million loan extended by IBL Bank to Korek Telecom. 
The amount in dispute is to be determined during the 
course of the proceedings. The request for arbitration 
was submitted on June 26, 2018, and the respondents’ 
reply and counter-claim was submitted on October 8, 
2018. The counterclaim seeks damages for losses (still 
unquantified) allegedly suffered by the respondents 
in relation to their reputation and good standing. IBL’s 
answer and counterclaim was submitted on November, 
8 2018. Korek’s and IH’s answer was submitted on 
December 14, 2018. The tribunal was constituted on 
May 15, 2019. IT Ltd.’s Statement of Claim was submitted 
on November 22, 2019, and respondents’ Statements 
of Defense were submitted on February 21, 2020. IT 
Ltd.’s Reply was filed on July 22, 2020. IBL’s Rejoinder 
and Reply to Defence to Counterclaim and IH/Korek’s 
Rejoinder were filed on October 23, 2020. The hearings 
were convened in February 2021. 

On September 24, 2021, the Tribunal issued its award 
granting in full IT Ltd.’s claim to render as null and void 
the subordination agreement relating to the USD 150 
million loan extended by IBL Bank to Korek Telecom. The 
Tribunal agreed with IT Ltd. that all of the respondents, 
including IBL Bank, had engaged in a deliberate and 
intentional deception of IT Ltd. The counterclaims of the 
respondents were rejected in their entirety. In addition to 
the avoidance of the subordination agreement, IT Ltd. 
was awarded legal costs in the amount of US 3 million. 

As a result of this award, on November 12, 2021, IT Ltd. 
filed a Request for Arbitration against Korek Telecom, 
in order to enforce its debt claim of more than USD 
285 million (plus default interest) bringing the total claim 
to USD 828 million, against IH, as debtor, and Korek 
Telecom, as guarantor. Korek Telecom filed its reply 
on January 24, 2022. An arbitral tribunal is now in the 
process of being constituted. 

Separately as well, IT Ltd. filed a Request for Arbitration 
against IBL Bank on January 7, 2022, seeking damages 
for the fraud that was adjudicated in the previous 
arbitration. IBL Bank’s Reply is due on April 7, 2022.

	• DIFC Director Claims 
On March 12, 2018 the Associate commenced 
proceedings in the courts of the Dubai International 
Financial Centre (“DIFC”) against certain directors of 
International Holdings Limited (the holding company 
of Korek in which IT Ltd. holds a 44% interest). The 
defendant directors are Abdulhameed Aqrawi, Nozad 
Jundi and Raymond Zina Rahmeh. The claim alleges 
breach of the defendants’ duties as directors of 
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International Holdings. IT Ltd. is in the process of effecting 
service of the claims in Lebanon and Iraq. 

In February 2021, IT Ltd. became aware that one of the 
defendants, Abdulhameed Aqrawi, had died. IT Ltd., 
therefore, decided to discontinue claims against Mssrs. 
Aqrawi and Junde and to concentrate its claims on Mr. 
Rahmeh. 

A separate proceeding against Mr. Rahmeh was filed 
in respect of his personal instances of self-dealing. Mr. 
Rahmeh was validly served with the claim in CFI-019-
2018 in Lebanon on February 6, 2020 and a certificate 
of service was issued by the DIFC Court on February 13, 
2020. 

Permission for IT to bring the derivative claim for and 
on behalf of IH against Mr. Rahmeh was granted by 
the DIFC Court on May 11, 2020, subject to the condition 
that IT is to file a schedule of breach, loss and causation 
(which has been done). Efforts were made to serve 
Mr. Rahmeh with the Schedule of Particulars and other 
recent documents via diplomatic service, but ultimately 
failed. Per the orders of the Court, the Schedule of 
Particulars must be served before further steps are 
taken in the proceedings. IT Ltd therefore applied for 
and was granted on June 17, 2021 permission to serve 
Mr. Rahmeh with the Schedule of Particulars and other 
documents by alternative means (e.g. email and courier 
to various affiliates of Mr. Rahmeh). Service by the 
alternative methods was effected, and, subsequently, 
on December 16, 2021, a judgment against Mr. Rahmeh 
was issued in the amount of USD 71.3 million plus costs 
and interest. On December 27, 2021, the DIFC court 
granted permission for the judgement to be served on 
Mr. Rahmeh by way of alternate service. This is now 
underway, following which IT can seek enforcement of 
the judgement sum plus costs. 

Separately, on September 5, 2017, Modern Global 
Company for General Trading of Equipment, Supplier 
for Construction and Real Estate WLL (a wholly owned 
subsidiary of the Associate) commenced arbitration 
proceedings against Korek Telecom in relation to Korek’s 
alleged failure to pay servicing fees due to Modern 
Global under a services agreement. On March 20, 2019, 
Modern Global was awarded its full claim, interest and 
legal costs, amounting to approximately USD 4.5 million. 
The Associate is currently in the process of enforcing 
the award against Korek Telecom. As part of the 
enforcement process, Modern Global sought leave to 
make alternative service on Korek. A hearing before the 
DIFC Court regarding the grant of alternative service 
was convened on February 9, 2021. The DIFC Court 
issued its judgment on May 9, 2021 pursuant to which 

Modern Global was wholly successful on the appeal. 
Consequently, Modern Global is now taking active steps 
to enforce the USD 5 million award against Korek in the 
UAE and Iraq. 

As a result of the ongoing litigation relating to Korek, 
the Associate’s management was unable to determine 
the fair value of this investment and the recoverability 
of interest bearing loan as at December 31, 2021 and 
31 December 2020 and accordingly the investment is 
carried at its fair value as at December 31, 2013 of USD 
359 million equivalent to KD 109,293 thousand (2020: KD 
110,078 thousand).

IV. Other legal lawsuits

	• The Ministry of Finance (MOF) issued a resolution to 
terminate contracts relating to certain properties 
constructed on land leased from the Government of 
the State of Kuwait upon the expiry of 25 years. The 
associate Company appealed against this resolution. 
For one of the properties, the Court of Appeal has ruled 
in favour of MOF and awarded a compensation of KD 
11,711,060. 

The associate company has paid the compensation to 
MOF on installments throughout 2017 to 2020, the last 
payment being paid on March 31, 2020. The associate 
has further appealed to Court of Cassation and the 
case is still under consideration. For the other property, 
the Court of Appeal has also ruled in favour of MOF 
and awarded a compensation of KD 6,597,527. The 
Associate Company has further appealed to the Court 
of Cassation. The case is under consideration to date 
and the Associate Company has made a precautionary 
provision for this law suit in prior years with the full 
amount, and the amount is still outstanding to date.

	• The Associate Company filed a legal case against 
Kuwait Ports Authority (KPA) and a transport company 
claiming for unpaid rent arising from utilization of 
certain plots in KFTZ. The Court of Appeal confirmed 
the appeal obliging KPA and the transport company 
to jointly pay KD 6,956,416 to the Associate Company. 
The Associate Company received the amount as stated 
in the court ruling on October 11, 2011. KPA and the 
transport company appealed against the ruling in the 
Court of Cassation, which is still pending final ruling. As 
a precaution, the Associate Company has not reversed 
previously recorded provisions until a final ruling is 
issued. 
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9. INVESTMENT PROPERTIES

Also, the Associate Company has filed a lawsuit against KPA to compensate it for utilizing other sites in KFTZ. The Court 
transferred the matter to the Experts department which is still under consideration to date. 

There are certain lawsuits raised against the associate, the results of which cannot be assessed till being finally cleared 
by the court. In the opinion of the associate internal legal counsel, there will be no material adverse impact on the 
associate consolidated financial statements, and hence, no provisions were recorded in the associate’s records as of the 
reporting date

During the year ended December 31, 2021, the Group’s management transferred a property from property, plant and 
equipment to investment properties as a result of change in use of that property and starting leasing it instead of using it in 
the Group’s operations. The fair value of the transferred property amounted to KD 1,173,017 as at December 31, 2021, and the 
fair value change of the transferred property amounting to KD 212,633 was included in the statement of profit or loss and 
other comprehensive income for the current year.

As of December 31, 2021, investment properties with fair value amounting to KD 3,635,000 (2020 – KD 3,495,000) are 
registered in the name of a related party and there is a waiver letter in favor of the Group (Note 4 – c).

As of December 31, 2021, investment properties with fair value amounting to KD 6,173,729 (2020 – KD 3,607,239) are pledged 
against bank facilities and Murabaha payable granted to the Group (Notes 11, 13).

The fair value of investment properties is based on valuations performed by valuation experts using recognized valuation 
techniques and principles.

In estimating the fair value of investment properties, valuers had used the valuation techniques listed in the following schedule 
and had considered the nature and usage of investment properties.

Management of the Group has complied with the Executive Regulations of capital market authority respect to guidelines for 
valuation of investment properties.

2021 2020

Balance at the beginning of the year 9,090,520 10,193,272

Transferred from property, plant and equipment (Note 10) (a) 1,173,017 -

Disposals - (960,000)

Changes in fair value (468,366) (142,752)

Foreign currency translation adjustment 6,971 -

Balance at the end of the year 9,802,142 9,090,520

2021

Class of investment property  Valuation technique Level 2

Lands and buildings Comparative market sales  9,802,142 

2020

Class of investment property  Valuation technique Level 2

Lands and buildings Comparative market sales  9,802,142 
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Freehold
lands

Buildings 
constructed

on freehold land

Buildings
constructed on
leasehold land

Office 
equipment

and 
computers

Furniture and
fixtures

Vehicles
Plant and

machinery
Capital work in

progress
Total

Cost:
At January 1, 2021 62,438,034 21,180,132 62,254,975 10,971,685 16,127,932 2,639,239 21,759,129 609,135 197,980,261

Additions - 197,306 970,472 360,411 501,271 5,045 757,524 1,077,764 3,869,793

Disposals - (1,155) - (81,636) (159,008) (8,718) (501,016) - (751,533)

Effect of sale of a subsidiary (Note 22) - - (2,401,078) - (16,192) - (3,683) (4,505) (2,425,458)

Related to assets and liabilities held for 
sale (Note 6 – b)

- - (362,992) (149,561) (69,268) (12,995) (180,961) (4,359) (780,136)

Transferred to investment
properties (Note 9)

(453,726) (1,222,940) - - - - - - (1,676,666)

Revaluation gain 100,653 2,498,799 - - - - - - 2,599,452

Impairment losses (Note 24) (1,116,426) (449,958) (5,423,446) - - - - - (6,989,830)

Transfers 2,742,215 4,724,960 (7,467,175) - - - - - -

Foreign currency translation
adjustments

51,925 32,889 (211,570) 604 4,148 593 3,936 9,505 (107,970)

At December 31, 2021 63,762,675 26,960,033 47,359,186 11,101,503 16,388,883 2,623,164 21,834,929 1,687,540 191,717,913

Accumulated depreciation:
At January 1, 2021 - 11,894,252 26,570,761 10,025,448 15,174,208 2,519,693 18,651,246 585,094 85,420,702

Charge for the year - 506,275 799,623 313,586 367,888 14,237 853,922 - 2,855,531

Related to disposals - (1,155) - (81,635) (158,770) (8,708) (487,188) - (737,456)

Effect of sale of a subsidiary
(Note 22)

- - (375,963) - (16,192) - (1,933) - (394,088)

Related to assets and liabilities
held for sale (Note 6 – b)

- - (138,226) (148,119) (66,978) (12,993) (117,718) - (484,034)

Related to transferred to
investment properties (Note 9)

- (503,649) - - - - - - (503,649)

Impairment losses (Note 24) - - (681,903) - - - - - (681,903)

Transfers - 3,140,608 (3,140,608) - - - - - -

Foreign currency translation
adjustments

- (89,293) 200,091 771 4,188 515 4,491 - 120,763

At December 31, 2021 - 14,947,038 23,233,775 10,110,051 15,304,344 2,512,744 18,902,820 585,094 85,595,866

Net book value:
At December 31, 2021 63,762,675 12,012,995 24,125,411 991,452 1,084,539 110,420 2,932,109 1,102,446 106,122,047

At December 31, 2021 62,438,034 9,285,880 35,684,214 946,237 953,724 119,546 3,107,883 24,041 112,559,559
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11. BANK BORROWINGS

	• As of December 31, 2021, freehold lands and buildings with net book value of KD 71,357,000 (2020 – KD 
53,507,055) are pledged against bank borrowings granted to the Group (Notes 11, 13).

	• As of December 31, 2021, The fair value of the freehold land and buildings constructed thereon was determined 
based on valuation reports from independent valuers by using the valuation techniques listed in the following 
schedule and had considered the nature and usage of these assets:

	• As of December 31, 2021, the Group’s management was recorded impairment losses in the property, plant and 
equipment value in net amount of KD 3,017,397 representing the value of assets related to sites leased by the 
Group’s companies and handed over to the lessees.

Bank borrowings are granted by local and foreign banks to the Group, which are secured by joint guarantee of the Group’s 
companies, assignment of certain contracts income and pledge of certain Group’s assets and it’s presented as follows:

Pursuant to a bilateral agreement signed on December 6, 2021 between the Group’s management and some local banks, 
bank facilities amounting to KD 76,633,771 were restructured, to mature within a period ranging from 25 to 120 months from 
the agreement date, and carries ascending interest ranging from 1.25% to 2% annually above the discount rate announced 
by the Central Bank of Kuwait. The agreement resulted in the reclassification of some bank facilities from current liabilities to 
non-current liabilities, amounting to KD 33,273,771 as of December 31, 2021.

2021

Class of property, plant and equipment  Valuation technique Level 2

Freehold land Comparative market sales 63,762,675

Buildings constructed on freehold land Comparative market sales 12,012,995

75,775,670 

Pledge 2021 2020

Financial assets at fair value through
other comprehensive income (Note 7)

Equity shares 6,423,052 5,587,259

Shares of an associate (note 8) 337,529,542 share 74,594,029 23,980,670

Investment properties (Note 9) Real estates 3,928,729 757,239

Freehold lands and buildings (Note 10) Land and buildings 62,370,266 45,158,225

Ownership shares in a subsidiary 90 share 2,700,000 2,700,000

Ownership shares in a subsidiary 13,000,000 share 5,203,998 -

Analyzed as follows:

Due Date 2021 2020

Current portion Several installments the last of
which on December 31, 2022

5,108,243 38,240,219

Non-current portion Several installments between
2023 and 2031

102,996,520 69,506,479

108,104,763 107,746,698
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12. ACCOUNTS PAYABLE AND OTHER CREDIT BALANCES

a.	 Trade payables include balances related to finance trade payables. The Group has entered into a bill collection 
arrangement with a local bank in State of Kuwait, whereby the bank will finance the trade suppliers. The facility 
carry a service fee ranging from 0.25% - 0.5% of settled invoices amounts and are payable on average period of 
90-180 days. Financed trade payables are secured by mortgage of lands and buildings of the Group and certain 
operating stores of subsidiaries.

The annual interest on the above bank borrowings is as follows:

Interest rate (%)

Description Currency 2021 2020

Weighted average annual interest rate over Central Bank of 
Kuwait discount rate

Kuwaiti Dinar 1.25 – 2.5 1.75 – 2.5

Weighted average annual interest rate Kuwaiti Dinar 8 8

Weighted average annual interest rate Jordanian Dinar 6.5 – 8.5 6.5 – 8.5

Weighted average semi-annual interest rate Oman Riyal 4 – 4.5 4 – 4.5

The carrying values of the Group’s bank borrowings are denominated in the following currencies:

Currency: 2021 2020

Kuwaiti Dinar 96,964,593 95,599,457

Jordanian Dinar 4,319,769 4,465,900

Oman Riyal 6,820,401 7,681,341

108,104,763 107,746,698

2021 2020

Trade payable (a) 51,445,983 58,477,834

Leave and other employee accruals 3,049,967 3,874,745

Other provisions (b) 7,919,726 6,501,301

Payable for purchase of property, plant and equipment 75,885 88,985

Retentions payable to contractors 85,370 76,431

Other payables 13,892,686 14,928,646

76,469,617 83,947,942
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

b.	 Other provisions are provided based on management estimates and comprise the following:

c.	 The carrying amounts of accounts payables and other credit balances largely correspond to their fair values.

2021 2020

Provision for legal cases 1,832,351 1,362,351

Provision for store closure 605,890 2,330,037

Provision for Zakat 750,000 750,000

Other Provisions 4,731,485 2,058,913

7,919,726 6,501,301

The movement of other provisions during the year are as follows:

2021 2020

Balance at the beginning of the year 6,501,301 7,840,407

Charged during the year 3,489,400 -

Provision no longer required * (1,724,147) -

Utilized during the year (346,828) (1,339,106)

Balance at the end of the year 7,919,726 6,501,301

	* Provision no longer required represents in the amount reversed during the year accounted against property, plant 
and equipment of some hypermarkets and it were evacuated during the previous years by one of the Group’s 
subsidiaries, and full impairment provision were provided for during the previous years, and were written off from 
the books during the current year using the other provisions (Note 24).

12. ACCOUNTS PAYABLE AND OTHER CREDIT BALANCES
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

13. MURABAHA PAYABLE

14. LEASE

2021 2020

Murabaha payable 16,848,000 17,725,150

Less: Unamortized future finance charge (160,156) (153,650)

Present value of murabaha payable 16,687,844 17,571,500

Analyzed as:

Due date 2021 2020

Current portion
Several installments the

latest of which on
December 31, 2022

908,876 792,000

Non-current portion
Several installments

between 2023 and 2025
15,778,968 16,779,500

 	
16,687,844  

 	
17,571,500  

Murabaha payable carries average finance charges at 2.5% over the Central Bank of Kuwait discount rate and are secured by 
several pledges:

Pledge 2021 2020

Shares of an associate (note 8) 70,612,329 share 15,605,325 5,016,838

Investment properties (Note 9) Real estates 2,245,000 2,850,000

Freehold lands and buildings (Note 10) Land and buildings 8,986,734 8,348,830

a) Right of use assets

Movement on right of use assets during is as follows:

2021 2020

Balance at the beginning of the year 28,810,364 34,813,797

Amortization charged during the year (3,616,053) (4,232,916)

Additions 6,669,289 7,973,958

Disposals (5,587,134) (9,868,278)

Related to assets and liabilities held for sale (Note 6 – b) (310,059) -

Effect of sale of subsidiary (1,863,475) -

Adjustments - 113,632

Foreign currency translation adjustment 135,556 10,171

Balance at the end of the year 24,238,488 28,810,364
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

14. LEASE

15. PROVISION FOR END OF SERVICE INDEMNITY

b) Lease liabilities

Movement on right of use assets during is as follows:

2021 2020

Balance at the beginning of the year 30,221,477 35,811,937

Finance charges 1,369,009 1,574,274

Paid during the year (4,372,226) (4,795,176)

Additions 6,669,289 7,973,958

Disposals (5,971,301) (10,330,553)

Related to assets and liabilities held for sale (Note 6 – b) (319,608) -

Effect of sale of subsidiary (2,029,920) -

Adjustments - (21,986)

Foreign currency translation adjustment 6,600 9,023

Balance at the end of the year 25,573,320 30,221,477

Analyzed as:

2021 2020

Current portion 3,411,414 4,370,629

Non-current portion 22,161,906 25,850,848

25,573,320 30,221,477

2021 2020

Balance at the beginning of the year 4,797,607 4,825,363

Charge during the year 895,575 865,157

Paid during the year (851,734) (892,913)

Related to assets and liabilities held for sale (Note 6 – b) (116,335) -

Balance at the end of the year 4,725,113   4,797,607  
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

16. SHARE CAPITAL

18. STATUTORY RESERVE

19. VOLUNTARY RESERVE

17. TREASURY SHARES

2021 2020

Authorized capital 57,882,878 57,882,878

Unpaid capital  (28,941,439)  (28,941,439) 

Paid capital 28,941,439   28,941,439  

2021 2020

Number of shares 10,002,122 7,136,266

Percentage of paid up shares (%) 3% 2%

Market value (KD) 2,100,446 700,781

Cost (KD) (2,593,571) (2,593,571)

Authorized capital consists of 578,828,782 shares (2020 – 578,828,782 shares) with a value of 100 fils each (2020 – 100 fils 
each) and all shares are in cash. The Parent Company’s capital is analyzed as follows:

As required by the Companies Law and the Parent Company’s Articles of Association, 10% of the profit for the year 
attributable to shareholders of the Parent Company before contribution to Kuwait Foundation for the Advancement of 
Sciences,(KFAS) National Labour Support Tax (NLST), Zakat and Board of Directors’ remuneration is transferred to statutory 
reserve. The Parent Company may resolve to discontinue such annual transfers when the reserve equals 50% of the 
capital. This reserve is not available for distribution except in cases stipulated by Law and the Parent Company’s Articles of 
Association.

As required by the Parent Company’s Articles of Association, 10% of the profit for the year attributable to shareholders of 
the Parent Company before contribution to KFAS, NLST, Zakat and Board of Directors’ remuneration is transferred to the 
voluntary reserve. Such annual transfers may be discontinued by a resolution of the shareholders’ General Assembly upon 
recommendation by the Board of Directors.

During the year ended December 31, 2021, the Parent Company recovered 2,865,856 shares of its shares, which were 
granted during the previous years to the employees within a share option plan, and the Group’s management recognized 
the waived shares by increasing the number of treasury shares as at date of waiver, since there are no cost or cash 
consideration for the shares waived.

The Group’s management has not allotted any retained earnings amount relation to treasury shares as of the accompanying 
consolidated financial statements.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

20. COST OF SALES

2021 2020

Inventories at the beginning of the year 17,841,170 16,445,281

Purchases during the year 161,460,978  183,166,760  

Inventories available for sale 179,302,148 199,612,041

Inventories at the end of the year (Note 5) (17,342,189) (17,841,170)

Cost of sales 161,959,959  181,770,871  

April 1, 2021 

The book value of the investment in the subsidiary as of January 1, 2021 509,996

The Group’s share of subsidiary’s result up to loss of control date (127,466)

The Group’s share of subsidiary’s other comprehensive income up to loss of control date 3,510  

The book value of the investment in the subsidiary as of April 1, 2021 386,040

Proceeds from sale (10,000)

376,040

Foreign currency translation adjustments reclassified to the consolidated statement of profit or loss (127,073)

Loss on sale of subsidiary 248,967  

21. GENERAL, ADMINISTRATIVE AND SELLING EXPENSES

22. GENERAL, ADMINISTRATIVE AND SELLING EXPENSES

General, administrative and selling expenses include staff costs amounting to KD 14,967,418 (2020 – KD 16,629,964).

During the year ended on December 31, 2021, pursuant to the approval of the Parent Company’s Board of Directors held 
on August 12, 2021, and a sale agreement signed on March 28, 2021 between the Parent Company’s Management and 
other parties, it was approved to sell one of the Group’s subsidiaries – Al Bawani Real Estate Development and Investment 
Company – W.L.L. and its subsidiaries which is 100% owned by the Parent Company and waiving any current and future 
rights and obligations related thereto starting from April 1, 2021 (date of loss of control), in exchange for an amount of KD 
10,000 to be paid in cash. The sale resulted in loss of KD 248,966 recognized in the consolidated statement of profit or loss 
for the current year and its details are as follows:

The financial information of the disposed subsidiary is as follows:

Summarized statement of financial position:

April 1, 2021 December 31, 2020

Assets:

Cash on hand and at banks 144,102 201,988

Account receivables and other debit balances 168,564 114,319

Property, plant and equipment 2,031,370 2,033,228

Right of use assets 3,290,529 3,470,263

Other assets 65,000 65,000

Total assets 5,699,565 5,884,798
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

23. PROVISIONS NO LONGER REQUIRED
2021 2020

Provision for expected credit losses no longer required (Note 3 – b) - 78,750

Provision for staff leave no longer required 586,887  -

Provision for staff leave no longer required 586,887  78,750  

22. GENERAL, ADMINISTRATIVE AND SELLING EXPENSES

As of December 31, 2021, the Group’s management made an adjustment of the staff leave balances and reversed the 
leave balances which exceeded 60 days in accordance with Law No. (6) of 2010 Concerning Labour in the Private Sector 
and its Amendments. This adjustments resulted in a reversal of leave provision amounting to KD 586,887 in the consolidated 
statement of profit or loss for the current year.

Summarized statement of financial position:

April 1, 2021 December 31, 2020

Liabilities:

Account payables and other credit balances 1,759,134 1,676,925

Lease liabilities 3,539,262 3,697,877

Other liabilities 15,129  -

Total liabilities 5,313,525  5,374,802  

Net assets 386,040  509,996  

Summarized Statement of profit or loss for the period from January 1, 2021 to April 1, 2021 is as follow:

For the period
from January

1, 2021 to
April 1, 2021

Sales 97,940

Other income 5,425

Total revenues 103,365

General and administration expenses (77,463)

Depreciation and amortization (99,012)

Others (54,356)

Loss for the period (127,466)

Ownership percentage 100%

Group’s share of subsidiary’s results up to loss of control date (127,466)

Summarized Statement of cash flow

Net cash flows of the subsidiary is as follow: April 1, 2021 December 31, 2020

Net cash flows generated from operating activities 148,063 586,826

Net cash flows used in investing activities - (260)

Net cash flows used in financing activities (205,949) (563,937)

Net cash flows related to subsidiary (57,886) 22,629
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

24. IMPAIRMENT LOSSES

2021 2020

Impairment loss in goodwill 1,980,901 -

Impairment loss in property, plant and equipment * 4,583,780 38,186

Impairment loss in investment in associate (Note 8) 120,000 -

Impairment loss in debit balances 713,112 -

Impairment loss in inventories (Note 5) 567,553 -

Impairment loss in intangible assets - 78,434  

7,965,346  116,620  

	* Net after deduction of the provision for impairment losses no longer required, amounting to KD 1,724,147 (note 12- b).

Impairment losses of KD 7,965,346 was approved by the Parent Company’s Board of Directors on its meeting held on 
March 31, 2022.

25. ORDINARY GENERAL ASSEMBLY

26. BASIC AND DILUTED EARNINGS (LOSS) PER SHARE ATTRIBUTABLE TO THE PARENT  
      COMPANY’S SHAREHOLDERS

The Board of Directors’ meeting held on March 31, 2022 recommended not to distribute cash dividends, bonus shares or 
Board of Directors’ remuneration for the year ended December 31, 2021. This recommendation is subject to the approval of 
the Parent Company’s Shareholders Ordinary General Assembly.

The Shareholders’ Ordinary General Assembly meeting held on May 27, 2021, approved the consolidated financial 
statements for the year ended December 31, 2020. In addition, it approved the recommendation of the Board of Directors 
not to distribute cash dividends, bonus shares or Board of Directors’ remuneration for the year ended December 31, 2020.

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

2021 2020

Profit (loss) for the year attributable to the Parent Company’s Shareholders 36,982,671 (882,038)

Loss for the from discounted operations attributable to the Parent
Company’s Shareholders

(3,781) (267,948)

Profit (loss) for the year attributable to the Parent Company’s Shareholders 36,978,890 (1,149,986)

Number of outstanding shares: Shares Shares

Number of issued shares at the beginning of the year 289,414,391 289,414,391

Less: Weighted average number of treasury shares (8,078,465) (7,136,266)

Weighted average number of outstanding shares 281,335,926 282,278,125

Fils Fils

Basic and diluted earnings (loss) per share attributable to the Parent
Company’s Shareholders

131 (3)

Basic and diluted loss for the from discounted operations attributable to the Parent Com-
pany’s Shareholders

(0.01) (1)

Profit (loss) for the year attributable to the Parent Company’s Shareholders 131 (4)
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

27. WORKING CAPITAL

28. FINANCIAL RISK MANAGEMENT

The consolidated financial statements have been prepared on a going concern basis, which assumes that the Group will be 
able to realize its assets and discharge its liabilities in the normal course of business. The consolidated financial statements do 
not include any adjustments that might arise due to uncertainty of the Group’s ability to continue as a going concern.

As of December 31, 2021, the Group’s current liabilities exceeded the current assets by KD 56,843,265 (2020 – KD 87,578,744). 
In addition, the gearing ratio had reached 66% (2020 – 76%).

The Group has taken the necessary procedures to start implementing an exit plan for certain investments and assets 
currently reported in the consolidated financial statements to overcome its obligations towards this matter, during the year 
ended December 31, 2021 the Group’s management, restructured some of its bank facilities as shown in note (11).

In the opinion of the Group’s management, despite the existence of significant doubt about the Group’s ability to continue as 
a going concern, which might result in the Group’s inability to realize its assets and discharge its liabilities in the normal course 
of business, the Group’s management also expects that its assets exit plan according to the Group’s plan will be concluded 
successfully as per the current market trends. In addition the commitment of the Group’s shareholders and related parties will 
provide the financial support to the Group as and when required.

In the normal course of business, the Group uses primary financial instruments such as cash and cash equivalents, term 
deposit, receivables, financial assets at fair value through other comprehensive income, due to related parties, bank 
borrowings, lease liabilities, murabaha payables and payables and as a result, is exposed to the risks indicated below. The 
Group currently does not use derivative financial instruments to manage its exposure to these risks.

Interest rate risk:

Financial instruments are subject to the risk of changes in value due to changes in the level of interest for its financial assets 
liabilities carrying floating interest rates. The effective interest rates and the periods in which interest bearing financial assets 
and liabilities are repriced or mature are indicated in the respective notes.

Term deposit carries interest rate of 4.25% per annum (2020 – 4.25% per annum) and it is denominated in Omani Riyal

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all other variables held 
constant, of the Group’s profit (loss) through the impact on floating rate borrowings.

2021

Increase / (decrease) in 
interest rate

Balance as at
December 31

Effect on consolidated 
statement of profit or loss

Term deposit ± 0.5% 1,581,946 ± 7,910

Bank borrowings ± 0.5% 108,104,763 ± 540,524

Murabaha payable ± 0.5% 16,687,844 ± 83,439

2020

Increase / (decrease) in 
interest rate

Balance as at
December 31

Effect on consolidated 
statement of profit or loss

Term deposit ± 0.5% 2,775,220 ± 13,876

Bank borrowings ± 0.5% 107,746,698 ± 538,733

Murabaha payable ± 0.5% 17,571,500 ± 87,858
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

28. FINANCIAL RISK MANAGEMENT

Credit risk:

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation causing the other party to 
incur a financial loss. Financial assets which potentially subject the Group to credit risk consist principally of cash and cash 
equivalents, term deposit and receivables. In addition, accounts receivable are presented net of allowance for expected 
credit losses. Credit risk with respect to accounts receivable is limited due to the large number of customers and their 
dispersion across different industries.

Cash at banks and term deposit 
The Group’s cash at banks and term deposit measured at amortized cost are considered to have a low credit risk and the 
loss allowance is based on the 12 months expected loss. The Group’s cash and term deposit are placed with high credit rating 
financial institutions with no recent history of default. Based on management’s assessment, the expected credit loss impact 
arising from such financial assets are insignificant to the Group as the risk of default has not increased significantly since initial 
recognition.

Trade receivables and contract assets 
The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The demographics 
of the Group’s customer base, including the default risk of the industry and country, in which customers operate, has less of 
an influence on credit risk.

Customer credit risk is managed by each business unit subject to the Group’s established policy, procedures and control 
relating to customer credit risk management. Outstanding customer receivables are regularly monitored and any shipments 
to major customers are generally covered by letters of credit or other forms of credit insurance obtained from reputable 
banks and other financial institutions.

The Group’s maximum exposure arising from default of the counter-party is limited to the carrying amount of cash at banks, 
term deposit and receivables.

Foreign currency risk:

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in foreign currency exchange rates. The Group incurs foreign currency risk on transactions that are denominated 
in a currency other than the Kuwaiti Dinar. The Group may reduce its exposure to fluctuations in foreign exchange rates 
through the use of derivative financial instruments. The Group ensures that the net exposure is kept to an acceptable level, by 
dealing in currencies that do not fluctuate significantly against the Kuwaiti Dinar.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

28. FINANCIAL RISK MANAGEMENT

The following table demonstrates the sensitivity to a reasonably possible change in the foreign exchange between the 
following foreign currencies and Kuwaiti Dinar.

Liquidity risk:

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments associated with financial 
instruments. To manage this risk, the Group periodically assesses the financial viability of customers and invests in bank 
deposits and other investments that are readily realizable, along with planning and managing the Group’s forecasted cash 
flows by maintaining adequate cash reserves, maintaining valid and available credit lines with banks, and matching the 
maturity profiles of financial assets and liabilities.

2021

Increase / (decrease) in 
interest rate

Effect on consolidated 
statement of profit or loss

Effect on consolidated other 
comprehensive income

Bahraini Dinar ± 5% ± 27,844 ± 38,900

Omani Riyal ± 5% ± 88,207 ± 736,543

Emirates Dirham ± 5% - ± 221,016

Jordanian Dinar ± 5% ± 12,952 ± 201,374

2020

Increase / (decrease) in 
interest rate

Effect on consolidated 
statement of profit or loss

Effect on consolidated other 
comprehensive income

Term deposit ± 5% ± 31,923 ± 40,671

Bank borrowings ± 5% ± 86,151 ± 716,805

Bank borrowings ± 5% - ± 258,186

Murabaha payable ± 5% ± 10,394 ± 199,024

Sultan Center Annual Report & Financial Statements 20217 4



2021

1 Month 1-3 Months 3-12 Months 1-5 Years Total

Bank borrowings - - 5,108,243 102,996,520 108,104,763

Accounts payable and other 
credit balances 28,963,422 12,519,796 34,986,399 - 76,469,617

Due to related parties - - 207,450 - 207,450

Murabaha Payable - - 908,876 15,778,968 16,687,844

Lease liabilities - - 3,411,414 22,161,906 25,573,320

28,963,422 12,519,796 44,622,382 140,937,394 227,042,994

2020

1 Month 1-3 Months 3-12 Months 1-5 Years  Total

Bank borrowings - - 38,240,219 69,506,479 107,746,698

Accounts payable and other cred-
it balances

30,473,511 14,772,502 38,701,929 - 83,947,942

Due to related parties - - 207,450 - 207,450

Murabaha Payable - - 792,000 16,779,500 17,571,500

Lease liabilities - - 4,370,629 25,850,848 30,221,477

30,473,511 14,772,502 82,312,227 112,136,827 239,695,067

2021

1 Month 1-3 Months 3-12 Months 1-5 Years Total

Letters of guarantee 142,317 1,243,012 4,827,814 1,014,160 7,227,303

Letters of credit 745,193 730,936 - - 1,476,129

887,510 1,973,948 4,827,814 1,014,160 8,703,432

2020

1 Month 1-3 Months 3-12 Months 1-5 Years  Total

Letters of guarantee 136,275 1,667,453 5,929,656 47,738 7,781,122

Letters of credit 158,002 1,173,985 69,520 - 1,401,507

294,277 2,841,438 5,999,176 47,738 9,182,629

SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

28. FINANCIAL RISK MANAGEMENT

a) Maturity table for financial liabilities:

b) The analysis of the Group’s contingent liabilities and capital commitments by remaining contractual maturities was as follows:
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

29. EQUITY PRICE RISK

30. FAIR VALUE MEASUREMENT

Equity price risk is the risk that fair values of equities decrease as the result of changes in level of equity indices and the value 
of individual stocks. The equity price risk exposure from the Group’s investment in equity securities classified as financial assets 
at fair value through other comprehensive income. The Group is not significantly exposed to equity price risk.

The Group measures financial assets such as financial assets at fair value through other comprehensive income and non–
financial assets such as investment properties, freehold land and buildings at fair value at each reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between 
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction 
to sell the asset or transfer the liability takes place either:

	• In the principal market for the asset or liability.

	• In the absence of a principal market, in the most advantageous market for the asset or liability.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are categorized 
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value 
measurement as a whole:

Level 1 Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

Level 2  Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or 
indirectly observable.

Level 3  Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable.

The following table shows an analysis of financial instruments recorded at fair value by level of the fair value hierarchy.

During the year there were no transfers between the fair value measurement levels.

For assets and liabilities that are recognized in the consolidated financial statements on a recurring basis, the Group 
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorization based on the 
lowest level input that is significant to the fair value measurement as a whole at the end of each reporting period.

The fair value measurement level for investment properties, freehold land and buildings constructed thereon has been 
disclosed in Note (9, 10).

The fair value of financial liabilities is estimated by discounting the remaining contractual maturities at the current market 
interest rate that is available for similar financial liabilities.

The fair values of cash and short-term deposit, trade receivables, trade payables, bank borrowings, murabaha payables and 
other current liabilities approximate their carrying amounts largely due to the short-term maturities of these instruments.

The fair value of unquoted instruments, loans from banks and other financial liabilities as well as other non-current financial 
liabilities is estimated by discounting future cash flows using currently available rates for debt with similar terms, credit risk 
and remaining maturities.

2021

Level 3 Total

Financial assets at fair value through other comprehensive income 8,323,201 8,323,201

2020

Level 3 Total

Financial assets at fair value through other comprehensive income 10,425,542 10,425,542
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

30. FAIR VALUE MEASUREMENT

31. CAPITAL RISK MANAGEMENT

The basis of the valuation of investment properties is fair value. The investment properties are revalued annually based 
on independent accredited valuer having experience in the location and category of investment property being valued. 
Valuations are based on current prices in an active market for similar properties of the same location and condition, subject 
to similar leases and takes into consideration occupancy rates and returns on investment.

The level 3 assets unobservable inputs and sensitivity are as follows:

The Group’s objectives when managing capital resources are to safeguard the Group’s ability to continue as a going 
concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital 
resources structure to reduce the cost of capital.

In order to maintain or adjust the capital resources structure, the Group may adjust the amount of dividends paid to 
shareholders, return paid up capital to shareholders, issue new shares, sell assets to reduce debt, or obtain additional loans.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is calculated as 
net debt divided by total capital. Net debt is calculated as total borrowings less cash and cash equivalents and term deposits. 
Total capital is calculated as ‘equity’ as shown in the consolidated statement of financial position plus net debt.

Range

Description Unobservable inputs Weighted average Sensitivity

Financial assets at FVOCI

The assets of the investee 
company are adjusted using 
discount rates to determine 

their fair value

Discount rates ranging from 
10% to 15%.

Any increase or decrease 
in the unobservable inputs 

will consequently lead to an 
increase or decrease in the 

fair value.

2021 2020

Bank borrowings 108,104,763 107,746,698

Murabaha payable 16,687,844 17,571,500

Lease liabilities 25,573,320 30,221,477

Total borrowings 150,365,927 155,539,675

Less:

Cash and cash equivalents (4,220,035) (7,245,389)

Term deposit (1,581,946) (2,775,220)

Net debt 144,563,946 145,519,066

Total equity 75,440,279 44,839,581

Total capital resources 220,004,225 190,358,647

Gearing Ratio 66% 76%
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

32. CONTINGENT LIABILITIES AND LEGAL CLAIMS

33. IMPACT OF COVID-19

The recent spread of the coronavirus (“COVID-19”) across 
various geographies globally, which was declared a 
pandemic by the World Health Organization, has caused 
disruption to business and economic activities. The fiscal 
and monetary authorities around the world, including 
Kuwait, have announced various support measures across 
the globe to counter the possible adverse implications of 
COVID-19. This note describes the impact of the outbreak 
on the Group’s operations and the significant estimates and 
judgements applied by management in assessing the values 
of assets and liabilities as at 31 December 2021.

Credit risk management

The management of the Group has taken several measures 
to manage its risk associated with the pandemic, including 
identification of the most vulnerable sectors primarily 
affected and placing added measures to ensure a high level 
of scrutiny.

The uncertainties caused by COVID-19 required the 

a.	 At December 31, the Group is contingently liable in respect of the following:

b.	 The Group’s share of contingent liabilities from the associate Company “National Real Estate Company – K.S.C.P. are 
as follows:

	• As at December 31, 2021, the associate’s management has capital commitments of KD 2,585,999  
(2020 – KD 3,106,427).

	• For the operating lease commitments, the associate is required to give a bank guarantee of 0.5% (2020 
– 0.5%) of the total value of the capital project concerned for the purpose of maintenance services to be 
provided by the final lessor.

	• At December 31, 2021, the associate had a contingent liability amounting to KD 2,701,041 (2020 – KD 2,701,041) 
in respect of guarantees provided.

	• The associate has issued a corporate guarantee towards a term loan facility obtained by Naples Topco for 
the construction of Reem Mall, the outstanding balance of the facility as of December 31, 2021 amounts to  
KD 45,344,991.

	• The associate has entered in to a back-to-back corporate guarantee agreement with its partners in the 
investment in joint venture Mediterranean Investment Holding P.L.C. (joint venture), where the partner has 
provided a full guarantee to the bond holders for the revolver and new issuance of Bonds in the joint venture, 
the value of the bonds as at December 31, 2021 amounts to KD 8,212,663.

c.	 There are certain lawsuits raised by / against the Parent Company, the results of which cannot be assessed till 
being finally cleared by the court. In the opinion of the Group’s internal Legal counsel, there will be no material 
adverse impact on the Group consolidated financial statements, and hence, no additional provisions were 
recorded in the Group’s records due to the sufficiency of the currently recorded provisions for those claims as of 
the reporting date.

2021 2020

Letters of guarantee 7,227,303 7,781,122

Letters of credit 1,476,129 1,401,507

8,703,432 9,182,629

Group to consider the impact of higher volatility in the 
forward looking macro-economic factors considered for 
the determination of expected credit losses (“ECLs”) as at 
December 31, 2021. For its international operations, the Group 
updated the relevant forward-looking information relating 
to the macroeconomic environment used to determine the 
likelihood of credit losses, relative to the economic climate of 
the respective market in which they operate.

Liquidity risk management

In response to the COVID-19 outbreak, the Group is closely 
evaluating its liquidity and funding position and taking 
appropriate actions. The Group will continue to assess its 
liquidity position by closely monitoring its cash flows and 
forecasts.

Fair value measurement of financial instruments

The Group has considered potential impacts of the current 
market volatility in determination of the reported amounts 
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

33. IMPACT OF COVID-19

34. COMPARATIVE FIGURES

of the Group unquoted financial assets, and this represents 
management’s best assessment based on observable 
available information as at the reporting date. Given the 
impact of COVID-19, the Group has assessed whether the 
fair values of the financial assets and liabilities represents 
the price that would be achieved for transactions between 
market participants in the current scenario.

Fair value measurement of non-financial instruments 
(property, plant and equipment, Investment properties and 
Investment in associate)

As at the reporting date, the Group has identified the 
impact on the carrying values of its non-financial assets as 
at December 31, 2021 due to impact of COVID-19 arising 
from an impact on projected cash flows generated from 
these non-financial assets or the market participants 
expectations of the price depending on the approach used 
in determining the fair value of those assets at December 
31, 2021. The Group is aware that certain geographies and 
sectors in which these assets exist are negatively impacted, 
and as the situation continues to unfold, the Group 
consistently monitors the market outlook and uses relevant 
assumptions in reflecting the values of these non-financial 
assets appropriately in the consolidated financial statements.

Impairment of Goodwill

The Group has performed a reassessment for the 
recoverable amount of goodwill, considering the impact 
of COVID- 19 by revisiting the assumptions and cash flows 
projections. As a result of the exercise, management has 
recorded KD 1,980,901 as impairment of the full amount of 
goodwill in the consolidated statement of profit or loss for 
the year ended December 31, 2021.

The existing and anticipated effects of the outbreak of 
COVID-19 on the global economy and financial markets 
is expected to continue to evolve. The scale and duration 
of these developments remain uncertain at this stage but 
could negatively impact the Group’s financial performance, 
cash flows and financial position in the future. The Group 
will continue to monitor the market outlook and update its 
assumptions, and forecasts as that may have a substantial 
impact on the consolidated financial statements in the future.

Certain of the prior year amounts have been reclassified 
to conform to the amounts of current year presentation. 
The reclassification had no effect on the Group’s profit or 
consolidated equity for the prior year.
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SULTAN CENTER FOOD PRODUCTS COMPANY - K.S.C. (PUBLIC) AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021
(ALL AMOUNTS ARE IN KUWAITI DINARS)

35. SEGMENT INFORMATION

For management purposes, the group has the following strategic divisions as reportable operating segments, which are 
summarized as follows:

Information related to each reportable geographic segment is set out below:

2021

Retail Investment Contracting Real Estate Total

Total revenue 197,973,251 - 9,613,392 345,364 207,932,007

Gross profit 36,013,292 - 1,560,955 345,364 37,919,611

Depreciation and amortization (5,743,389) (76,932) (376,958) (639,113) (6,836,392)

Finance charges (2,118,686) (4,603,489) (8,041) (65,049) (6,795,265)

Profit (loss) for the Segments 5,399,808 36,811,382 (2,925,658) (2,584,057) 36,701,475

Total segments assets 132,957,100 135,930,280 2,133,688 44,203,508 315,224,576

Total segments liabilities 123,030,652 107,971,860 3,330,216 5,451,569 239,784,297

2020

Retail Investment Contracting Real Estate Total

Total revenue 222,212,561 - 9,258,130 566,525 232,037,216

Gross profit 40,441,690 - 1,402,518 566,525 42,410,733

Depreciation and amortization (5,668,837) (87,184) (688,768) (1,178,887) (7,623,676)

Finance charges (2,045,815) (5,352,213) (34,698) (238,854) (7,671,580)

Profit (loss) for the Segments 8,234,035 (8,655,105) 295,299 (1,010,721) (1,396,492)

Total segments assests 142,620,733 95,906,171 5,595,315 51,998,210 296,120,429

Total segments liabilities 150,689,443 87,144,608 3,846,865 9,599,932 251,280,848

Reportable operating segment Description

Retail Food products hypermarket

Investments Investing in securities, associates,and joint operations

Contracting Construction

Real Estate Management, development, and trading in real estate
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

INTRODUCTION

Dear valuable shareholders:

On behalf of my colleagues members of the Board of Directors (“Board of Directors” or “Board”) of 
Sultan Center Food Products Company K.S.C.P (“Company”), I’m pleased to present the corporate 
governance report for the year ended on 31 December 2021, which presents the results of the 
Company’s application of the integrated governance system, by laying down the frameworks, 
mechanisms and regulations for all the company practices.

The Board of Directors, Executive Management and all the Company Personnel are obliged to apply 
the governance rules and comply with the professional code of conduct in order to maintain the 
highest governance and compliance standards. During the year 2021, the Company’s Board of Directors 
continued to take all the measures to apply the governance rules over to the following topics:

1.	 Diversification of the academic and practical experiences in a balanced manner within the Board 
of Directors, with the presence of a charter which illustrates the roles, responsibilities, and duties of 
each member of the Board of Directors and Executive Management. 

2.	 Determining the roles, responsibilities and authorities delegated to the Executive Management. 

3.	 Forming the Board of Directors Committees (Audit Committee, Risk Committee, Nominations and 
Remunerations Committee).

4.	 Ensuring the integrity of the financial reports through the undertakings given by the Board of 
Directors and the Executive Management confirming the soundness and the integrity of the 
Company’s financial statements.

5.	 Forming an independent department for risk management, reviewing the internal control and 
control systems, and forming an independent department for internal auditing.

6.	 Monitoring the internal control and control systems through the function of the independent internal 
audit department.

7.	 Preparing a code of business conduct for the members of the Board of Directors and the 
Executive Management.

8.	 Activating mechanisms to reduce potential conflicts of interest.

9.	 Adopting accurate and transparent presentation and disclosure mechanisms, creating a record of 
disclosures for members of the Board of Directors and Executive Management, and activating the 
Investors Affairs Unit. 

10.	 Adopting mechanisms that allow members of the Board of Directors to obtain training courses 
programs, in addition to mechanisms for evaluating the performance of the Board of Directors and 
Executive Management. 

11.	 Adopting a social responsibility policy to ensure that the Company’s goals are aligned with the 
goals of society

Finally, I would like to express my sincere appreciation to the Members of the Board of Directors for 
their cooperation in building the governance system and consolidating its principles. The Company›s 
Board of Directors extends its sincere appreciation to the Capital Markets Authority for their continuous 
support and efforts in building a leading investment market.
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

Name Classification Academic Qualification and Practical Experience
Election/

Appointment 
Date

Tarek Abdulaziz 
Sultan Al-Essa

Non-executive 
Member/
Chairman

A Master’s degree in Business Administration from Wharton College, University of 
Pennsylvania, and a Bachelor’s degree in Economics from Williams College.

30 years of experience in corporate management. He is currently the Chief Executive 
Officer and Vice Chairman of Agility Company, one of the most prominent providers 
of integrated logistics services worldwide. It is a Company listed in Kuwait Stock 
Exchange, with revenues amounting to 4.1 billion dollars, with more than 22 thousand 
employees and offices in more than 100 countries worldwide. Mr. Tarek Sultan 
undertook the leadership of Agility Company in 1997. He led the Company expansion 
plan form a Kuwaiti local company into an international company competing with 
the most important companies in the Gulf and Middle East region, in addition to Latin 
America and Africa. 

Before assuming the management of Agility Company, Mr. Tarek Sultan worked as 
an administrative manager of New York Associates, an investment banking company 
in the Middle East, and a partner in Southport Partners, a corporate finance advisory 
company based in the USA.  

14 May 2019

Essam Al Refai
Executive 

Member/ Vice 
Chairman

A Bachelor’s degree of Accounting, Kuwait University, and a Licentiate of Law, Faculty 
of Law, Alexandria University. 

He held several positions throughout 28 years in the Government and Legal Affairs 
Department of the Public Warehousing Company, National Real Estate Company, Al-
Masaleh Real Estate Company and management of the Duty-Free Zone. 

14 May 2019

Fawzi Sultan
Independent 

Member

A Bachelor’s of Arts in Economics from the American University in Beirut, and a Master’s 
degree in finance and international management from Yale University. 

Extensive job experience over more than 40 years. He held various positions such as 
the Managing Director in the World Bank, Washington, President of the International 
Fund for Agricultural Development, and Secretary of the Supreme Committee for 
Development and Reclamation, chaired by the Prime Minister of the State of Kuwait.

14 May 2019

Ahmad Waseem 
Al Oraby

Non-executive 
Member

A Bachelor’s degree in Business Administration from Arkansas University, USA. 

A career spanning more than 30 years in the retail, investment and real estate sectors. 
He held multiple positions over a period of 28 years in the Alshaya Group / M.H. 
Alshaya Co, the most recent of which was the CEO of the Group, in addition to being a 
member of the Board of Directors of Mabanee Real Estate Company

15 December 
2019

Ibrahim Saad
Non-executive 

Member

A Master’s in Business Administration from the Massachusetts Institute of Technology 
Sloan College of Management, in Finance and Applied Economics, and Master’s 
and Bachelor’s degree in Electrical Engineering and Computer Science from the 
Massachusetts Technology Institute. 

Experience over more than 20 years in the field of investment and restructuring. He 
held the position of chairman (after restructuring) of the Global Investment House 
(Global Kuwait) up to July 2016, in addition to other executive and leadership positions 
in Allied Capital Company/Middle East, IB Capital Company (banking investment arm 
of the Arab Bank Group), Shuaa Partners Company in Dubai, Beyout Group, Carlyle 
Group, Capital Guidance Corporation and Booz/Allen/Hamilton.  
.

14 May 2019

RULE I: CONSTRUCT A BALANCED BOARD OF DIRECTORS 

Board Composition

The current members of the Board of Directors were elected in the ordinary general assembly meeting held on 14 May 2019 
according to the corporate governance rules, taking into consideration the necessity that the majority of members of the 
Board of Directors are non-executive members (non-executive members are 4 members out of 5 members in total), as well 
as electing an independent member of the Board of Directors. 

The Board enjoys diversified experiences in the various fields relevant to the Company’s activity. A brief is stated below on 
each member:
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

Meeting Date
Tarek Abdulaziz 
Sultan Al-Essa

(Chairman)

Essam Al Refai
(Vice Chairman)

Fawzi Sultan
(Independent 

Member)

Ahmad Waseem 
Al Oraby

(Non-executive 
Member)

Ibrahim Saad
(Non-executive 

Member)
Quorum

1 31/3/2021 Present Present Present Present Present 5/5

2 11/5/2021 Present Present Present Present Present 5/5

3 17/6/2021 Present Present Present Present Present 5/5

4 12/8/2021 Present Present Present Present Present 5/5

5 14/11/2021 Present Present Present Present Present 5/5

6 12/8/2021 Present Present Present Present Present 5/5

Total 5/5 5/5 5/5 5/5 5/5

RULE II: ESTABLISH APPROPRIATE ROLES AND RESPONSIBILITIES: 

Recording, coordinating and archiving the Company’s Board minutes of meetings:

Defining a policy of the roles, responsibilities, and duties of each of the members 
of the Board of Directors and the Executive Management, as well as the powers 
and authorities that are delegated to the Executive Management.

Board meetings in 2021 

In compliance by the Company with all the instructions issued by the Capital Markets Authority (“CMA”), the Board has 
approved the job description of the Board Secretary, whereby she was entrusted with the duties set out under Article 
2-7 of Module 15 of the Executive Bylaws issued by virtue of Resolution No. 72 of 2015 of CMA Law No. 7 of 2010 on the 
Establishment of the Kuwait Capital Markets Authority and the Regulation of the Securities Activity (together, “CMA Law”), 
including the duties of recording, archiving, and coordinating the minutes of the Board meetings.

Board achievements during 2021:

	• Follow up on the approved restructuring plan

	• Approval of interim and annual financial statements

	• Review and approval of the delegation of authority policy

	• Review the governance policies
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

Composition of specialized committees by the Board of Directors 

1. Audit Committee

2. Risk Committee

The Audit Committee was formed by the Board of Directors 
of the Company in order to assist the latter in fulfilling its 
obligations regarding the supervision of the quality and 
integrity of accounting practices, auditing, internal control, 
the framework of the internal audit department and 
financial reports, in addition to the Company’s relationship 
with external auditors. The current Audit Committee 
members shall have a tenure ending with the expiration 
of the current Board member’s mandate (three years). 
The Audit Committee consists of three members, including 
an independent member. The members of the Audit 
Committee do not include the Board’s Chairman nor any 
of the executive Board members. Each Audit Committee 
member holds academic qualifications and practical 
experience in the accounting and financial fields, and their 
details are as follows:

The Risk Committee was formed by the Board of 
Directors for the purpose of developing and activating 
the effective supervision of the Board over all transactions 
and procedures of the Company. The Risk Committee 
undertakes the roles related to all aspects of risk 
management. The current Risk Committee members shall 
have a tenure ending with the expiration of the current 
Board member’s mandate (three years). The members of 
the Risk Committee do not include the Board Chairman. The 
chairman of the Risk Committee is a non-executive Board 
Member. The details of the Risk Committee’s members are 
as follows: 

The most prominent achievements of the Audit Committee 
in 2021 include, inter alia, the following:

1.	 Reviewing and approving the annual plan of the 
Internal Audit Department for the year 2021.

2.	 Periodic follow-up of the work of the Internal Audit 
Department in accordance with the approved Plan 
2021.

3.	 Reviewing the reports submitted by the Internal Audit 
Department and evaluating the effectiveness of the 
internal control systems.

The Audit Committee met four times in 2021 on the following 
dates:

	• Meeting (1): 24/3/2021.

	• Meeting (2): 10/5/2021

	• Meeting (3): 19/8/2021

	• Meeting (4): 14/11/2021

Name Position

Fawzi Sultan
Committee Chairman  

(re-composition on 15/12/2019)

Ibrahim Saad
Member  

(re-composition on 15/12/2019)

Ahmad Waseem Al Oraby Member since 15/12/2019

4.	 Reviewing the documents, policies and procedures 
listed below:

	• Audit Committee Charter

	• Policies and Procedures of the Internal Audit 
Department

	• Conflict of Interest Policies and Procedures

	• Policies and procedures for dealing with related 
parties

	• Rules of professional and ethical standards

5.	 Reviewing the periodic and annual financial statements 
of the Company with the external auditors before 
presenting them to the Board of Directors.

6.	 Recommending to the Board of Directors to reappoint 
the RSM Al-Bazie office as the external auditor for the 
fiscal year ending on December 31, 2021.

7.	 Meeting with the external auditor four times during the 
fiscal year ending on December 31, 2021.

8.	 Reviewing the offers submitted by the different auditing 
offices for conducting the annual Internal control 
Review (ICR), and approving the offer submitted by 
Baker Tilly’s office to perform the Internal Control Review 
(ICR) and prepare the annual ICR report.

9.	 The Board of Directors appointed an independent 
external audit office, based on the recommendation of 
the Audit Committee, to conduct the Quality Assurance 
Review of the Internal Audit Department (QAR) and 
evaluate the performance of the Internal Audit 
Department.
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Composition of specialized committees by the Board of Directors 

3. Nominations and  
    Remunerations Committee 

The Board of Directors formed the Nominations and 
Remunerations Committee to undertake the responsibility of 
submitting recommendations related to the election or re-
election of members of the Board of Directors in the general 
assembly, determining the job description of the Board of 
Directors and Executive Management, ensuring that nothing 
adversely affects the independency of the independent 
Board member, submitting recommendations related 
to the Board of Directors and Executive Management 
remunerations, the Company’s General Remunerations 
Policy, and undertaking the annual self-performance 
assessment of the Board members. The current Nomination 
and Remunerations Committee members shall have a 
tenure ending with the expiration of the current Board 
member’s mandate (three years). 

The Nomination and Remunerations Committee is formed of 
three members. Its members enjoy academic qualifications 
and practical experience in the financial and administrative 
fields and knowledge of the nature of the Company’s 
business. Their details are as follows:

The Committee met one time on 13 April 2021.

The most prominent achievements of the Nomination and 
Remunerations Committee in 2021 include, inter alia, the 
following:

	• Reviewing the job description of the Board of Directors 
and Executive Management.

	• Recommending the Board of Directors not to distribute 
remunerations to the Board members for 2021, and 
include the same in the report of remunerations paid 
to members of the Board of Directors and Executive 
Management available in this report.

	• Discussing and reviewing the mechanisms of 
performance assessment of each member of the 
Board of Directors and Executive Management 
periodically and submitting recommendations to the 
Board of Directors. 

The Committee met four times in 2021, as follows:

	• Meeting (1): 24/3/2021.

	• Meeting (2): 10/5/2021.

	• Meeting (3): 19/8/2021.

	• Meeting (4): 14/11/2021.

The most prominent achievements of the Risk Committee in 
2021 include, inter alia, the following:

	• Discussing risk management strategies and policies

	• Reviewing and approving systems and mechanisms for 
identifying different types of risks

	• Reviewing and approving a risk appetite assessment 
policy

	• Reviewing the risk report submitted by the Risk 
Management Department regarding the management 
of financial resources, marketing management 
and electronic sales, which took place as a second 
stage, provided concentration is focussed on other 
departments in the next stages. 

Name Position

Fawzi Sultan
Committee Chairman  

(re-composition on 15/12/2019)

Essam Al Refai Member since 15/12/2019

Ahmad Waseem Al Oraby Member since 15/12/2019

Name Position

Fawzi Sultan
Committee Chairman  

(re-composition on 15/12/2019)

Ibrahim Saad
Member  

(re-composition on 15/12/2019)

Essam Al Refai Member since 15/12/2019
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Composition of specialized committees by the Board of Directors 

Rule III: Recruit highly qualified candidates 
to be members of the Board of Directors 
and the Executive Management 

Mechanism for the Board members’ timely access to 
accurate information and data

To ensure timely access by the Board members to accurate 
information and data, the reporting matrix and forms of 
the Company were approved, which are being prepared 
and updated periodically and made available to the Board 
members.

Composition of the Nominations and Remunerations 
Committee 

The Board of Directors is committed to performing its role 
in providing recommendations regarding the election 
of members of the Board of Directors or re-election in 
the general assembly, the annual self-evaluation of the 
performance of the members of the Board of Directors, 
the Board of Directors formed the Nominations and 
Remunerations Committee, and the regulations of the 
Nominations and Remunerations Committee were approved 
by the Company’s Board of Directors. The Nomination and 
Remunerations Committee is formed of three members and 
the committee chairman is a member of the Non-Executive 
Members of a Board of Directors . the committee members 
enjoy academic qualifications and practical experience in 
the financial and administrative fields and knowledge of 
the nature of the Company’s business. Their details are as 
follows:

Report on the remuneration granted to members of the 
Board of Directors and the Executive Management

First: The Sultan Center Company is committed to the 
highest standards of good governance, transparency, 
honesty, integrity and accountability. The remuneration 
policy of the Company sets out the basis for the 
remuneration of the Board of Directors and the Executive 
Management and its alignment to the Company’s long-term 
performance. The policy reflects the Company’s objectives 
and takes into consideration soundness of the Company’s 
operations and financial position. It applies to the Board of 
Directors, Executive Management and all employees of the 
Company.

The remunerations and incentives policy has been approved 
to organize remunerations and incentives for members of 
the Board of Directors and the Executive Management.

Name Position

Fawzi Sultan
Committee Chairman  

(re-composition on 15/12/2019)

Essam Al Refai Member since 15/12/2019

Ahmad Waseem Al Oraby Member since 15/12/2019
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Second: No remunerations were granted to the members of the Board of Directors in 2021.

Third: The value ​​of the remunerations granted to the Chief Executive Officer and the Executive Management who 
received the highest amounts from the Company, in addition to the Chief Financial Officer are as follows:

Fourth: Any other remunerations paid directly or indirectly by the Company or subsidiary companies. 

	• N/A

Fifth: Any material deviations from the Company’s remunerations and incentives policy approved by the Board of 
Directors.

	• No material deviations 

Composition of specialized committees by the Board of Directors 

Rule IV: Safeguard the Integrity of Financial Reporting

Written undertakings by the Board of Directors and 
Executive Management for the integrity and soundness 
of the prepared financial reports

	• In application of the highest standards of transparency 
and to ensure the integrity of financial reports: 

	• the Executive Management has provided to the Board 
of Directors a written letter whereby the Executive 
Management undertakes that the Company’s financial 
reports (i) are provided soundly and fairly, (ii) present all 
financial aspects of the Company, including data and 
operational results, and (iii) are prepared in accordance 
with the International Accounting Standards approved 
by the CMA; and

	• The annual report submitted to shareholders by 
the Board of Directors includes an undertaking of 
soundness and integrity of all financial statements and 
reports related to the Company’s activity.

Emphasis on the independence and impartiality of the 
external auditor

	• The Audit Committee ensures the independence 
and impartiality of external auditors and makes a 
recommendation to appoint, reappoint or change 
auditors.

In the event of a conflict between the recommendations 
of the Audit Committee and the decisions of the Board 
of Directors, a statement shall be included that details 
and explains the recommendations and the reason or 
reasons for the Board›s decision not to comply with them

Total remunerations and benefits granted to five senior executives who have received the highest remunerations. The 
Chief Executive Officer and the Chief Financial Officer are included.

Total 
executive 
positions

Remunerations and Benefits through the parent company Remunerations and Benefits through the subsidiaries

Fixed remuneration and benefits
(Kuwaiti Dinar)

Variable remuneration
and benefits

(Kuwaiti Dinar)

Fixed remuneration and benefits
(Kuwaiti Dinar)

Variable remuneration
and benefits

(Kuwaiti Dinar)

Monthly 
salaries 
(total of the 
year)

Health 
insurance

Annual 
tickets

Housing 
allowance

Transportations 
allowance

Children’s 
education 
allowance Annual remuneration

Monthly 
salaries 
(total of  
the year)

Health 
insurance

Annual 
tickets

Housing 
allowance

Transportation 
allowance

Children’s 
education 
allowance Annual remuneration

5 N/A N/A N/A N/A N/A N/A N/A 428,779 600 10,274 39,670 16,973 22,024 N/A

	• So far, there is no conflict between the 
recommendations of the Audit Committee and the 
decisions of the Board of Directors.
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

Composition of specialized committees by the Board of Directors 

Rule V: Apply Sound Systems of Risk 
Management and Internal Audit

Rule VI: Promote Code of Conduct and 
Ethical Standards

RISK MANAGEMENT 

In order to apply the best practices for identifying, 
measuring and monitoring the risks associated with the 
Company’s activities, and pursuant to the recommendation 
of the Risk Committee, temporarily since the company is in 
the process of recruiting a highly qualified Risk Manager, the 
Internal Audit Director was entrusted with the preparation 
of operations risk reports, according to the requirements of 
the CMA to ensure the application of the best international 
practices in the preparation of risk management reports. 
The Internal Audit Director acted with complete impartiality 
and in good faith concerning the performance of its duties, 
and declared all situations that might raise any concerns 
whatsoever with respect to conflict of interest, which may 
affect its ability to duly perform its assigned roles.
The company has currently corrected its situation and has 
appointed a qualified member to occupy the position of the 
head of the risk management. 

COMPOSITION OF THE RISK MANAGEMENT COMMITTEE 

With the aim of developing and activating the effective 
supervision of the Board over all transactions and 
procedures of the Company, the Risk Management 
Committee (“Risk Committee”) undertakes roles related to 
all aspects of risk management. (The composition, meetings 
and achievements of the Risk Committee are presented in 
the Rule II)

CONTROL SYSTEMS AND INTERNAL CONTROL

The structure of the internal control systems is reviewed by 
the internal auditor and an independent external auditor, at 
least once a year. The CMA is also provided with a report 
from an independent external auditor stating his views on 
the effectiveness of the internal control systems.

INTERNAL AUDIT

The Company has formed the Internal Audit Department, 
which enjoys complete technical independence by 
reporting directly to the Audit Committee which is 
subordinate to the Board of Directors. Further, the Board of 
Directors has defined the roles and responsibilities of the 
Internal Audit Department.
The Company provides the Internal Audit Department with 
a sufficient number of qualified personnel who are trained 
and rewarded appropriately. The Internal Audit Department 
has the right to obtain any information and contact any 
employee within the Company, as well as all the powers 
that enable it to perform the roles entrusted to it and in the 
required manner. The Company outlines the duties, powers, 

CODE OF BUSINESS CONDUCT 

The Company has prepared a code of business conduct 
in line with other internal policies and guidelines designed 
to comply with the laws, rules and regulations for the 
governance of the Company’s business operations, in view 
of the keenness of the Company to ensure the interests, 
integrity and care for the customers, employees and other 
stakeholders.

Furthermore, the members of the Board of Directors 
ensure that the interests, safety and care for the customers, 
employees and other stakeholders are preserved and 
maintain an effective work environment. The Board of 
Directors of the Company has also set the standards 
of behaviour in the code of business conduct and 
appropriately updated these standards in order to reflect 
legal and regulatory developments. These standards cover 
a wide range of business practices and procedures in the 
Company. 

and responsibilities of the Internal Audit Department within 
the Internal Audit Charter which is approved by the Board.
The Internal Audit Department submits its reports to the 
Chairman of the Audit Committee.

Further, the policy and regulation of the Internal Audit 
Department also ensures that the staff of the Internal Audit 
Department are not assigned any executive responsibilities. 
The Internal Audit Department is responsible for suggesting 
the structure and scope of the Internal Audit, and it is also 
responsible for informing the Audit Committee of any 
possibility of a conflict of interest.

The Internal Audit Department performs its duties and 
prepares its complete reports without any external 
interference. It has the right to discuss its reports with the 
departments that have been audited.

EXTERNAL AUDIT

The external auditor furnishes the Audit Committee with a 
copy of their report. The external auditor meets with the 
Audit Committee without the presence of the Executive 
Management, at least once annually.

RISK DEPARTMENT

The Company’s Risk Department submits its reports to the 
Risk Committee that is subordinate to the Board of Directors.
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

Composition of specialized committees by the Board of Directors 

Rule VII: Ensure Timely and accurate 
Disclosures and Transparency

Rule VIII: Respect the Rights of Shareholders

Accurate and transparent presentation and disclosure 
mechanisms

In an effort by the Company’s Board of Directors to comply 
with all regulations by the Capital Markets Authority, 
accurate and transparent presentation and disclosure 
mechanisms have been adopted. Further, the disclosure 
policy includes mechanisms that classify the disclosed 
information, whether financial, non-financial, or material 
information.

The Compliance and Corporate Governance Department 
ensures that the Company’s policies and procedures comply 
with the instructions of the regulatory authorities, as well 
as working to increase the Company’s management’s 
awareness of the new changes in the regulatory 
environment.

Composition of the Investors Affairs Regulatory Unit 

In view of the Company’s commitment to provide all 
information to current and potential investors, and in 
order to ensure communication with all shareholders and 
potential investors, the Investors Affairs Regulatory Unit was 
formed. The role of the Investors Affairs Regulatory Unit is 
underlined in dealing with these shareholders and investors, 
and provide all the information and data relevant to the 
Company’s activity and financial position in a timely manner.

An overview of the mechanism to develop the information 
technology infrastructure, and rely substantially on it in the 
disclosure process 

In an effort by the Board of Directors to ensure the highest 
standards of transparency, a dedicated section has been 
established on the Company’s website for corporate 

Protection of the shareholders’ rights

In an effort by the Board of Directors to ensure the 
protection of the rights of the Company shareholders, 
the policy for the protection of shareholders’ rights was 
prepared, in line with the corporate governance rules and 
the Companies Law 1/2016. The policy aims at ensuring that 
all the shareholders practice their rights, irrespective of the 
percentage of ownership, protection of the rights of minority 
shareholders and treating all shareholders equally, fairly and 
without discrimination. 

Creating a register to be kept with the Kuwait Clearing 
Company (KCC), to follow up continuously on the 
shareholders’ data 

The Company has created and kept a special register to be 
held by the KCC, in which the names of the shareholders, 
their nationalities, domiciles, and number of shares held 
by each of them are recorded, and annotated with any 
changes to the details recorded therein, according to the 
data received by the Company or KCC. Every concerned 
person may request the Company or KCC to be furnished 
with details from such register.

Encouraging shareholders to participate and vote in the 
Company assemblies’ meetings

In an effort by the Board to ensure the protection 
of the Company shareholders’ rights, the voting and 
participation mechanism in the general assembly meetings 
was prepared, to illustrate the rights and duties of all 
shareholders in the Company’s general assembly meetings.  

Preparing policies and mechanisms to reduce cases of 
conflict of interest 

The Company prepared a conflict-of-interest policy that 
contains directions for identification, reporting, disclosure, 
prevention or imposing strict restrictions on potential conflicts 
of interest. Further, the Company laid down the appropriate 
procedures for the detecting cases of material conflict 
of interests and address them effectively, ensure that the 
Board deals with the existing, potential and expected cases 
of conflict of interests and that all the decisions are taken 
to achieve the Company’s interests, in view of its keenness 
to follow the best practices to limit the cases of conflict of 
interests. 

governance, as the Company is keen to communicate 
with the largest number of shareholders, investors and 
stakeholders. Further, the Company is working on updating 
and developing the disclosure processes periodically. 
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CORPORATE GOVERNANCE REPORT
FOR THE FISCAL YEAR ENDED ON 31 DECEMBER 2021

Composition of specialized committees by the Board of Directors 

Rule IX: Recognize the Roles of Stakeholders 

Rule X: Encourage and Enhance Performance 

Rule XI: Focus on the importance of 
Corporate Social Responsibility

Systems and policies that ensure protection and recognition 
of the rights of stakeholders

In view of the commitment by the Company to ensure 
that the rights of stakeholders as stipulated in the relevant 
laws and regulations are respected and protected by the 
Company, the Stakeholders Protection Policy was prepared. 
This policy was designed with the aim of ensuring respect 
and protection of the rights of stakeholders in accordance 
with the laws and instructions issued by the relevant 
supervisory authorities.

Encouraging stakeholders to participate in the follow-up of 
the Company›s various activities

In pursuit by the Board of Directors of the main responsibility 
to protect the rights of stakeholders, the policy of protecting 
the rights of Company’s stakeholders has been adopted. The 
Company has also set up some mechanisms and policies 
that protect and allow stakeholders to exercise their rights. 

Developing mechanism to permit each of the Board of 
Directors and Executive Management members to be 
enrolled in training programs courses constantly 

In an effort by the Company to pursue its responsibility 
for training and developing the skills of the members of 
the Board of Directors and Executive Management, and 
comply with the responsibilities and roles entrusted to them, 
in addition to the role of the committees derived from 
the Board, the Company has developed mechanisms for 
the training aspects of each of the Board and Executive 
Management members, which have not been adopted 
or applied in 2021, as the Company is undergoing a 
comprehensive restructuring phase. The Company intends 
to implement such trainings during the year 2022.

Assessment of the Board performance in general and the 
performance of each member of the Board and Executive 
Management 

The Company laid down determinants and mechanisms for 
the assessment of the performance of every member of the 
Board of Directors and Executive Management periodically. 
The mechanism was adopted by the Board pursuant to the 
recommendation of the Nominations and Remunerations 
Committee.

Social Responsibility Policy

The Company has adopted a policy to ensure meeting 
the Company objectives and the society’s objectives, 
which is the corporate social responsibility policy. It ensures 
as a minimum the responsibilities towards the society, 
environmental responsibilities, responsibilities towards 
the various categories of the society, participation of 
stakeholders, development of personnel.

Further, the Company works for involving the stakeholders in 
the social role of the Company, by ensuring the awareness 
and recognition of stakeholders of the significance of social 
responsibility programs. 

Programs and mechanisms used which assist in highlighting 
the efforts of the Company in the social work field

The Company develops a periodical plan for the social 
responsibility, in view of the keenness of the Board of 
Directors for the commitment to participate in the numerous 
cultural, social, community and charity activities.

Further, the stakeholders’ awareness is raised in connection 
with the Company’s efforts in the social work field through 
the Company’s website and inviting the personnel and 
stakeholders to participate in the functions.

Efforts of the Board for institutional value creation among 
the Company’s personnel, by achieving the strategic 
objectives and enhancing performance ratios

In an effort by the Company to create institutional values 
within the Company on the short, medium and long 
terms, the Board of Directors adopted the business code 
of conduct, which confirms the existence of means for 
following such practices and comply with the highest 
professional criteria and institutional values.
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