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Speakers from Mabanee’s Executive
Management:

Mr. Tareq Al-Adsani, Deputy Chief Executive Officer
Mr. Salman Asadulla, Corporate Finance Unit Head
Moderator:

Mr. Amr Amin

Cl Capital

&

Ms. Reem Al-Hajri

Investor Relations Manager, Mabanee

Introduction

Mr. Amr Amin -Cl Capital

Hello and welcome everyone to the Mabanee Q3-
22 results conference call hosted by Cl Capital. My
name is Amr Amin, Head of Corporate Access at Cl
Capital, and today | have the distinct pleasure of
introducing Mabanee Deputy CEO Mr. Tareq
AlAdsani, Corporate Finance Unit Head Mr. Salman
Asadulla, and Investor Relations Manager Ms. Reem
AlHajri. Following a presentation of Mabanee's
qguarterly performance, the floor will then be open
to a QA session.

Ms. Reem Al Hajri-Investor Relations

A warm welcome to everyone, and on behalf of the
Mabanee management team, | hope that you and
your families are staying safe. | would like to remind
you that today’s discussion will contain forward-
looking statements based on the Company’s
expectations, predictions, and estimates. They are
not a guarantee of our future performance,
achievement, or results. | would also like to refer
you to our full disclaimer on page three of this
presentation.
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Our format for today’s call will include a 10 to 15
minutes discussion, where speakers will share with
you their respective statements on the company’s
performance, followed by, a Q&A session. Please
note that the accompanying presentation as well as
supplemental financial information will be available
on our website www.mabanee.com under the

Investor Relations section.

With that, | would like to hand the call over to Mr.
Tareq Al Adsani.

Mr. Tareq Al-Adsani

Thank you everyone for joining us this evening hope

you are all doing well and staying safe. Despite the
ongoing challenging global environment, Mabanee
continued to perform very well with record quarter
and 9-months period, with revenue growing at
16.2% & 12% respectively, recording a net profit of
KD 15.5 million, an increase of 9.2% year over year
for the quarter and KD 45.25 million for the 9-
months period up by 11.30% from last year. Our
underlying third quarter growth reflects our vision
and determination to enhance it even further going
forward.

Now, on to our projects.

The Avenues-Kuwait

The Avenues continues to be investors primary
choice for their outlets, with the strong demand for
space by renowned retail brands local and
international both existing and new ones continued
during the period, this was reflected on the number
of leasing deals, and occupancy gains which
reached 96% as at the end of Q3-22, representing
an increase of 40 bp compared to previous quarter.
Zoning correction activities and optimizing tenant

mix across all phases continues as our leasing team
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continue executing the leasing strategy to ensure
optimal asset management & quality.

The Mall’s traffic levels continue to evolve positively
driven by both the remaining summer holiday and
back-to-school seasons, with an increase of almost
10% from the previous quarter’s level and a YTD
performance approaching pre-pandemic levels. We
expect a better traffic flow to the mall end of the
year as the roads network project, which is
currently surrounding the mall, approaches its final
stages of completion. The project is included in the
plan of the Public Authority for Roads and
Transportation (PART) in developing the road
network and infrastructure system in various areas
of Kuwait.

Hilton Garden Inn-Kuwait

Hilton Garden Inn Kuwait connected directly to the
Avenues-Kuwait through the Forum district,
featuring 385 guestrooms including family rooms
and suites.

Performance, which was driven by predominantly
leisure segment use, pushed occupancy rates
higher during the quarter especially during the
month of July, over the strong demand in Eid al
Adha and the Avenues Carnival event at the mall.
With occupancy rate at 45.9% during the third
quarter (9-months 39% vs. 28% in 2021), leisure
transient trends from both local and GCC visitors
continued to boost weekend performance.
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Waldorf Astoria-Kuwait
During the third quarter, we celebrated the soft

opening of the highly anticipated Waldorf Astoria
hotel, which is the latest addition to our expanding
hospitality portfolio in Kuwait and the region. With
expanding the luxury hotel offerings in Kuwait,
Waldorf Astoria is an upscale five-star hotel,
connected to The Avenues-Kuwait’s Prestige district
comprising 200 rooms, which was well received by
both visitors and guests upon its opening in August
2022. The culinary offerings that the hotel has,
made it one of the city’s main attractions as it
boasts the award-winning Japanese restaurant
“ROKA”, with its exceptional cuisine and interior.

Aventura, Jaber Al Ahmad — Kuwait

A PPP project with the Public Authority for Housing
Welfare where Mabanee is the Lead Developer of a
consortium that includes National Industries Group
and Privatization Holding Company.

The city is well connected through the existing road
network, situated just 25 minutes from the airport
and 15 minutes from Kuwait City. We have started
construction onsite for the mall and (21) Residential
Towers, achieving an overall construction progress
of 6.4%. The design of all residential facilities has
been finalized, and the Aventura Mall has
undergone design enhancements to achieve the
optimum tenant and customer experience. Strong
leasing demand continues as our leasing & design
teams work closely to accommodate for
demand. The expected time for completion for the

whole project is Q2 2025.
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Sabah Al Ahmad (S3) Kuwait

Another PPP project for Sabah Al-Ahmad city
investment opportunity, S3. Located at the south of
Kuwait in the Sabah Al Ahmad City, Mabanee will be
developing a commercial mixed-use project
comprising of a retail center and 3-star hotel. A
traditional Souk concept that spreads over 32,451
sgm and a hotel over 1,500 sgm. The souk
component boasts a GLA of 23,200 sgm comprised
of retail offerings such as a community cinema,
supermarket, Family entertainment, Drive through
dining and an authentic Souk experience. The hotel

will include 110 rooms.

Mabanee’s proposal has been officially awarded the
project in October, confirming its status as a
Successful Investor this will be followed by signing
the letter of agreement and consequently signing
the PPP agreement and commencing the project

Moving on to our projects in Bahrain,

The Avenues-Bahrain

Positive leasing activity which signals retail
recovery, increased the mall’s occupancy rate by 2%
reach 95.5%.

Accompanied by an increase in footfall traffic by

from the previous quarter to

approximately 10% compared to the previous
quarter.

Hilton Garden Inn — Bahrain

Hilton Garden Inn Bahrain enjoys direct access to
The Avenues-Bahrain. The hotel consists of 192
standard rooms and family suits.
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During the quarter, the hotel enjoyed a good
turnout on account of Eid al Adha, summer Holidays
across the GCC with travel restrictions eased to
allow GCC residents to enter Bahrain with ID cards
in addition to the business transient segment and
training all of which boosted the quarter’s
performance where occupancies rate reached
72.7% (63% 9-months 2002)

The Avenues-Bahrain - West Expansion

In addition, the west expansion, which overlooks
Bahrain Bay extends across 125,000 sqm of BUA
and will result in increase of GLA to approx. 80,000
sqm of GLA where the leasing mix is primarily
focused on retail the remaining divided between
F&B and FEC.

With regards to size, development of Avenues west
expansion will result in the mall transforming as one
of the largest malls with regards to GLA in Bahrain.
Reclamation is fully completed and piling works are
in the final stage with target completion. The main
Contractor is at the site to commence the structural
work. The expected completion time for the project
in Q4-2023.

The Avenues — Riyadh

The Avenues — Riyadh’s project is situated in a

prime location in the city overlooking the
intersection of the King Salman Road and the King
Fahad Causeway and extends across 390,000 sqgm

with a leasable area of 400,000 sqm.

On-site  construction and external road
improvement works continue, while the design
team proceeds to work on modifications on the
design & construction stages, with 11.42% main

contract progress as at end of September.
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In the meantime, our leasing team is active with
their leasing activities, to cater to the growing
international retailers” demand for space at what
will be one of the most prominent tourism and
entertainment destinations in the region, building
on the extended relationship with prominent
retailers from Avenues Kuwait. the expected

completion time of the project in Q2-2025

The Avenues — Khobar

The Avenues-Khobar is another exciting
development by Mabanee, stretches over 197,600
sgm with a GLA of 175,000 sgm. A prominent
addition to the eastern province of KSA’s retail &
entertainment footprint.

The detailed design stage is completed for all
project components and the Issue for Tender stages
are completed for main components. Enabling and
bulk excavation works started on November 22,
2021, with 76% progress until the end of September
2022, while the same is estimated to be completed
in December 2022. And the expected time for
completion of the project in Q3-2026.
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Ms. Reem Al-Hajri

Thank you, Mr. Tareq, and now to discuss the
financial performance | would like to hand the call
over to Mr. Salman Asadulla.

Mr. Salman Asadulla

Good afternoon, everyone, and thank you for
joining us. I'l start with an overview of
performance, followed by some further details on
key trends.

The Group’s profits grew by 11.30%, a strong

performance building on the momentum of
increased occupancy at The Avenues and increased
occupancy and RevPAR for the hotels in Kuwait
have resulted in the top line growth.

The profitability rose to KD 45.25mn and the EBITDA
increased by 10.66% to KD 61.89mn which shows
the impact of top-line growth of the performance.
The net profit margins have remained flat at 55%
compared to the same period last year, the Group’s
margins have been pulled back due to pre-
operational expenses being funded for the new
hotel and witnessed a drop in margins from 56.5%.

The returns on average assets and equity have
increased by 2.00% and 1.43% respectively for the
9 months of 2022 keeping in mind our growing asset
and equity base where the Group focuses on
continuous spending on asset creation, expansion,
and higher retention of profits in the business.

The consolidated top line performance has risen
year on year by 16.23% and 11.99% for the 3
months and 9 months respectively to KD 29.31mn
and KD 82.59mn showing improved performance
from our operational asset base while maintaining
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a steady operating margin in comparison to the
same period last year.

The Avenues Kuwait reported resilient results with
increased occupancy at 96% at the end of
September 2022, which increases our lease revenue
in comparison to the same period last year.

As compared to 2021, The Avenues Kuwait’s overall
operating income has increased by 10.26% and
9.26% to KD 26.73mn and KD 77.94mn respectively
for the 3 months and 9 months of 2022 in
comparison to the same period last year. The
increase in the core revenue reflects on our efforts
to have increased occupancy and related revenues.

The operating expenses of The Avenues Kuwait
have improved with the tightening of costs
spending which has resulted in savings of 8.38% and
1.03% for the 3 months and 9 months respectively
compared to the same period last year. This has
resulted in healthy operating margins of 82.91%
and 81.08% for the 3 months and 9 months
respectively in 2022.

The operational performance from our hospitality
business has increased by 164.62% and 92.59% to
KD 2.58mn and KD 4.65mn for the 3 months and 9
months respectively of 2022 in comparison to the
same period last year. This demonstrates better
core operations in line with our expectations from
the market with a year-on-year increase in ADR and
RevPAR which shows increased demand.

The hospitality operations were better than our
expectations in comparison to 2021 but we have
seen a short-term decline in the margins and
increased operating expenses as we have seen a
one-off hit to our bottom line due to the pre-
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operational expenses which have pulled back our
margins to the lowest level.

The Group’s total borrowing in Kuwait level has
dropped by 10.41% to KD 345mn. The borrowings
at the Group level have remained in line with Q4
2021 as we have obtained additional debt for our
Riyadh project. The net debt has increased by
13.19% to KD 278.88mn in Q3 2022 in a period
where we have sufficient availability of funds
remaining to be deployed towards our asset
creation in our future projects which can be seen in
our liquidity position.

In addition, the pure interest coverage remains
7.74x to our EBITDA in the 9 months of Q3 2022
which has dropped by 9.7% in comparison to the
same period last year noting the increase in
discount rates and a new loan portfolio in Riyadh.

We remain optimistic about our share performance
with great results and great projects to offer which
is also reflected in our growing book value in
comparison to previous reported periods.

Ms. Reem Al-Hajri

Thank you, Salman. We will open for questions now
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Mr. Mohamed Haider: At what occupancy rate do
hotels turn profitable at the gross profit level?

Mr. Tareq AlAdsani: It varies between the five-star
and the four-star hotels. The four-star hotels have
less operational costs and can achieve a breakeven
point at relatively low occupancy (30-35%). As for
Waldorf Astoria hotel, it will require a bit higher
rate (around 40%), But yet to be confirmed, it's too
early to judge in Waldorf Astoria’s case.

Mr. Mohamed Haider: How much capex will be
spent on Avenues Riyadh in 2023?

Mr. Tareq AlAdsani: The contract size is approx.
SAR 6 billion on the mall and the payments in 2023
will depend on the progress of the contractor, and
the project is still in its early stages of construction.

Mr. Thomas Matthew: Regarding the financing
growth projects for Avenues Riyadh and Khobar,
what is the average bank financing rate we could
assume? How do we look at financing rate and the
backdrop of rising rates? Do we assume margin
above 3M SAIBOR?

Mr. Tareq AlAdsani: We usually target a debt-to-
equity level of 60:40 on all our projects. We got
good margins above SAIBOR, and we're trying to
improve it. We do take into consideration of the
rising interests’ rates on our studies and it’s
something we confidently can manage.

Mr. Thomas Matthew: For Avenues Bahrain, is
there any use of bank financing for the west
expansion in Bahrain? If so, what is the percentage
of bank financing? And what is the financing
terms?
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Mr. Tareq AlAdsani: The west expansion is financed
by a local bank. Debt to equity is 70:30 and financing
rate is similar to whatever we get on the USD.

Mr. Thomas Matthew: In Kuwait J3 Aventura for
the 65% JV, what is the cost of financing rate, the
percentage that can be assumed?

Mr. Tareq AlAdsani: The margin is a bit higher than
the
construction stage, however this should improve as

what Mabanee would usually get in

the project progresses.

Mr.
expected to be funded?

Thomas Matthew: How's S3 project is

Mr. Tareq AlAdsani: S3, will totally be funded by
Mabanee.

Mr. Nayef Alosaimi: How much will the hike of
interest rates have an impact on finance costs
going forward and how much more debt is
required going forward?

Mr. Tareq AlAdsani: The debt we have is KWD
300mn. And the effect on interest rates points is
easily translated.

Mr.
income?

Nayef Alosaimi: What’s included in other

Mr. Salman Asadulla: The balance comprises of the
deposits income we have placed over the 9- months
the
presented under this caption along with couple of

period, results of Mabanee Bahrain are

refunds we have obtained recognized as other
income.
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Mr.
trending lower since you started hotels in 2020.

Abdulelah Alkhateeb: Operating margins

How should we look at operating margin going
forward?

Mr. Tareq AlAdsani: Hotels are one of our top line
components, and as we indicated earlier in the call
growing our assets subsequently affects our
margins. Keeping in mind the ramp up period for
the hotels, which will take two to three years in
addition to the one-time key operating costs. Yet
there will be improvements in our margins going
forward.

Mr. Abdulmalik AlRajhi: The G&A YTD is way
higher than previous years. What is the reason for
that? And is that the new sustainable level?

Tareq AlAdsani: Some costs were a one-time cost
along with increased costs of KSA’s projects.

Mr. Mohammad Al Mousa. What is the total cost
of Riyadh and Khobar projects?

Mr. Tareq AlAdsani: The overall cost for Riyadh
project for both the mall and towers is SAR 15bn.
And SAR 7bn for the Khobar’s project all inclusive.

Mr. Mohammad Al Mousa: How much of that has
been paid?

Mr. Tareq AlAdsani: We paid more than around
50% of the equity required for Riyadh. As for
Khobar, around 20-30% of equity required for
Khobar has been paid in so far.
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Mr. Mohamad Haidar: What is the net asset value
of KSA assets as of end of September, knowing that
that the total assets in KSA are at KWD293mn?

Mr. Tareq AlAdsani: The net assets as a standalone
group in KSA is at KWD 171mn

Mr. Abdulelah Alkhateeb: Any guidance for
normalized operating margins going forward? Can
you go back to the 65-67% levels?

Mr. Tareq AlAdsani :lt's premature to give a
straight answer now, but margins will improve
going forward.

Mr. Thomas Matthew: There was an advance
payment of KWD13.87mn to a subcontractor.
Which project is this for, and could you give some
color/guidance for this going forward?

Mr. Tareq AlAdsani: | believe this one is Riyadh
which is reported in our unaudited financials at
KWD 31.8mn.

Cl Capital team: What are the targeted occupancy
levels for 2023 for malls and hotels?

Mr. Tareq AlAdsani: Malls in general, as | indicated
in previous sessions, our sweet spot is 97%.

Mr. Mohamed Haider: Does the SAR10bn capex for
Avenues Riyadh include the land value?

Mr. Tareq AlAdsani: Yes.
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Ms. Reem Al-Hajri

That concludes our remarks for the call. We'd like to
thank everyone for participating in the call today
and should you have more questions please don’t
hesitate to contact us via phone or e-mail, our
contact information is available on the Investor
Relations page of the website
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