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Al Madina for Finance and Investment Company K.S.C. (Closed)
State of Kuwait

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Al Madina for Finance and Investment
Company K.S.C. (Closed) “the Company” and its subsidiaries “together referred to as the Group” which comprise the
consolidated financial position as of 31 December 2009, and the consolidated statements of income, comprehensive
income, changes in equity and cash flows for the year then ended and a summary of significant accounting policies
and other explanatory notes.

Management's Responsibility for the Financial Statements

The Parent Company’s management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards as adopted for use by the State of
Kuwait. This responsibility includes: designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
financial statements are free from material misstatement. An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the
auditors' judgment, including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the parent Company's internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

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

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
the Group as of 31 December 2009, and of its consolidated financial performance and cash flows for the year then
ended in accordance with International Financial Reporting Standards as adopted for use by the State of Kuwait.

Other Matter

Without qualifying our opinion, we draw attention to Note 8.2 to the consolidated financial statements regarding an
advance payment for a real estate project under progress. The Group is currently negotiating with the concerned
parties the available alternative to recover this advance or to restructure terms of the project. The outcome of such

negotiation cannot be currently determined.
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Al Madina for Finance and Investment Company K.S.C. (Closed)
State of Kuwait

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS (Continued)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion, proper books of accounts have been kept by the Company and the consolidated
financial statements, together with the contents of the report of the Board of Directors relating to these consolidated
financial statements, are in accordance therewith. We further report that we obtained 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 Commercial Companies Law of 1960, as amended, and by the
Company’s Articles of Association, that an inventory was duly carried out and that, to the best of our knowledge
and belief, no violation of provision of the Commercial Companies Law of 1960, as amended, or of the Articles of
Association have occurred during the year ended 31 December 2009 that might have had a material effect on the
business of the Group or on its consolidated financial position.

We further report that, during the course of our audit, we have not become aware of any material violations of the
provisions of Law No. 32 of 1968, as amended, concerning currency, the Central Bank of Kuwait and the
organization of banking business, and its related regulations during the year ended 31 December 2009 except what
was mentioned in (Note }375) of th ated as the Group received Murabaha from investment fund.

) Dt

Bader A. Al-Wazzan Barrak Al-Ateeqi

Licence No. 622 ‘ Licence No. 69 A
(Al-Fahad, Al Wazzan & Co.) - Deloitte & Touche Independent Member of

B.K.R.International

Kuwait
4 April 2010



Al Madina for Finance and Investment- KSC. (Closed)
And subsidiaries

Consolidated statement of Financial Position as at 31 December 2009
(All amounts are in Kuwaiti Dinars)

Note 2009 2008
Assets
Cash and cash equivalent 5 733,804 1,078,422
Investments in Murabaha and Mudaraba 6 10,799,510 24,555,339
Investments at fair value through profit or loss 7 13,946,564 13,110,045
Receivables and other debit balances 8 28,432,460 29,718,243
Land and real estate under development 9 8,301,717 8,752,932
Investment properties 10 43,106,769 45,738,178
Investments in associates 11 52,770,521 61,998,780
Goodwill 23.4 - 840,469
Property and equipments 5,455,521 5,847,723
Total Assets 163,546,866 191,640,131
Liabilities and equity
Liabilities
Payables and other credit balances 12 13,491,079 22,238,342
Murabaha and Wakala payable 13 62,609,682 73,330,085
Employees’ end of service indemnity 246,057 171,985
Total Liabilities 76,346,818 95,740,412
Equity
Equity attributable to shareholders of the parent Company
Share capital 14 37,780,875 37,780,875
Share premium 30,936,375 30,936,375
Statutory reserve 16 3,507,676 3,507,676
Voluntary reserve 16 3,409,102 3,409,102
Treasury shares 15 (5,007,330) (5,077,087)
Other reserves 17 1,996,787 (1,174,947)
(Losses) / retained earnings (4,874,749) 8,314,232

67,748,736 77,696,226
Non-controlling interest 19,451,312 18,203,493
Total equity 87,200,048 95,899,719
Total liabilities and equity 163,546,866 191,640,131
The accompanying notes form an integral part of these consolidated financial statements.
Khalid Y Al Mutawa Sheikh \ Pimoue-Shamlan Alsubah

Chairman & Managing Director

Vice chairman



Al Madina for Finance and Investment- KSC. (Closed)
And subsidiaries

Consolidated Statement of Income for the year ended 371 December 2009
(All amounts are in Kuwaiti Dinars)

Note
Revenues
Loss from investments 18
Loss from investment in associate 19
Lands and real estates income 20
Gain from disposal of subsidiaries 23.5

Consultancy services income

Losses from foreign exchange differences
Gross profit from ¢il fields services and others
Other Income

Expenses and other charges

Finance cost

General and administrative expenses 21
impairment of investments in associates and subsidiaries

Allowance from doubtful debts

Net (loss) / profit for the year

Attributable to:
Sharehotders of the Parent Company
Non-controlling interest

(Loss)earnings per share (fils) 22

2009 2008
(1,108,981)  (1,408,994)
(5,009,084)  (6,328,242)

3,688,931 19,787,947
229,901 10,026,853
1,165,601 2,835,301
(616,597) (47,760)
822,359 879,319
50,997 416,150
(776,873) 26,160,574
4,556,579 6,452,070
2,688,305 3,956,608
840,469 6,120,226
783,957 2,645,034
8,869,310 19,173,938
(9,646,183) 6,986,636
(9,529,443) 1,205,156
(116,740) 5,781,480
(9,646,183) 6,986,636
(26.76) 4.23

The accompanying notes form an integral part of these consolidated financial statements.



Al Madina for Finance and Investment- KSC. (Closed)
And subsidiaries

Consolidated Statement of Comprehensive Income for the year ended 31 December 2009
(All amounts are in Kuwaiti Dinars)

2009 2008
Net (loss)/ profit for the year (9,646,783) 6,986,636
Group’s share in associate’s comprehensive income / (loss) 1,248,767  (1,811,527)
Disposal of associate Company - 1,169,329
Foreign currency translation reserve 911,887 (497,293)
Other comprehensive income / {foss) 2,160,654  (1,239,491)
Total comprehensive (loss) / income for the year (7,485,529) 5,747,145
Distributed as follows:
The shareholders of the Parent Company (7,730,681) (34,335)
Non-conirolling interest 245,152 5,781,480
(7,485,529) 5,747,145

The accompanying notes form an integral part of these consofidated financial statements.
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Al Madina for Finance and Investment K.S.C. (Closed)
At subsidiaries

Consolidated Statement of Cash Flows for the year ended 31 December 2009
(Al amounts are in Kuwaiti Dinars)

Note
Cash flows from operating activities
Net (less)/profit for the year
Adjustments:
Loss from investmenfs
Loss from investment in associates
Impairment of investments in associates and subsidiaries
Cain from disposal of subsidiary
Land and real estate incorme
Finance cost
Allowance from doubtful debts
Depreciation and amortization
Employees’ end of service's indemnity
Operating (loss)/profit before changing in the operating assets and
liabilities
investments at fair value through profit and loss
[Debtors & Cther debit balances
Payables and other credit balances
Net cash generated from operating activities
Cash flows from investing activities
Investments in Murabaha
Dividends received
Net cash paid for acquisition of investment in associates
Net cash collected from selling investment in associate
Net cash coliected from trading on subsidiaries shares
Net cash from disposal/acquisition of subsidiaries shares
Payment for purchase of lands and real estate under development
Proceeds from sale of lands and real estate under development
Payment for purchase of investment properties
Proceeds from sale of investment properties
Proceeds from Murabha investments' profits
Proceeds from sale / (Payment) for purchase of property and equipments
Net cash generated from/(used in) investing activities
Cash flows from financing activities
Murabaha and Wakala payable
Change in minority interest
Payment of finance costs
Collected from capital increase
Purchase of treasury shares
Sale of treasury shares
Cash dividends paid
Nel cash used in financing activities
Neot decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

A

Cash and cash equivalents at the end of the year

2009 2008
(9,646,183) 6,986,636
1,108,981 1,408,994
5,009,084 6,328,242
840,469 6,120,226
(229,901)  (10,026,853)
(3,193,631)  {19,787,947)
4,556,579 6,452,070
783,957 2,645,034
239,657 506,795
74,072 (4,877)
(456,916) 628,320
(289,385) 8,622,402
(1,572,468) 8,376,088
2,938,229 15,660,288
619,460 33,287,098
16,786,698  (28,272,623)
749 935,961
(33,169,785)  (29,050,653)
34,196,147 -
- 5,215,330

- (16,011,757)
(2,974,482)  {7,599,126)
- 32,662,214

(869,020)  {1,063,983)

. 407,471

152,545  (6,086,085)
14,122,852 (48,863,251)
(11,044,460)  (41,720,135)
361,802 4,664,491
(4,286,108)  (6,651,180)
- 48,622,875

(399,085)  (9,940,351)
280,831 4,109,698

- (6,744,446)
(15,086,930)  (7,659,048)
(344,618)  (23,235,201)
1,078,422 24,313,623
733,804 1,078,422

Ihe accompanying notes form an integral parl of these consolidated financial statements.
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Al Madina for Finance and investiment K.5.C. {Ciosed}

And subsidiaries
Notes 1o the Consolidated Financial Statements for the year ended 31 December 2009

(All amounts are in Kuwaiti Dinars unless otherwise stated)

21

incorperation of the Group

Al Madina for Finance and Investment Company (the Parent Company} is a Closed Kuwaiti Shareholding
Company incorporated in Kuwait on 1980 and is registered as an investment company with the Central
Bank of Kuwait on 27 April 2005. The shares of the Parent Company were listed on Kuwait Stock Exchange
in 24 April 2006. The Parent Company’s headquarter office is domiciled at Ahmed Al jabber , sharq,
Kuwait.

The Group comprises of the Parent Company and its consofidated subsidiaries (together referred to as “the
Group™ - (Note 23).

The principle activities of the Group are representing in all investing activities, finance and management of
funds and rights. Trading and leasing of lands and real estate and providing oilfield services. The activities
of the Group are carried out in accordance with Noble islamic Sharia principles.

The consolidated financial statements were authorized for issue by the Board of Directors on 4 April 2010
and are subject to the approval of the shareholders of the Parent Company in the annual general assembly

meeting.
Basis of preparation and significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. These policies have been consistently applied to all the years presented, unless otherwise
stated.

Basis of preparation

The consolidated financial statements have been prepared in accordance with international financial
reporting standards (IFRS) under the historical cost convention, as modified by the revaluation of the fair
value of financial assets at fair vatue through profit and investment properties.

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standard {IFRS) as adopted for use in the State of Kuwait for financial institutions regulated by the
Central Banlk of Kuwait. These regulations reqguire adoption of all IFRS except for the IAS 39 requirements
for General provisions, which have been repiaced by the Central Bank of Kuwait's requirements for a
minimum general provision as described in note (2.4).

The preparation of consolidated financia! statements in conformity with IFRS requires the use of certain
critical accounting estimates. It also reguires management to exercise its judgment in the process of
applying the group’s accounting policies. The areas involving a higher degree of judgment or complexity,
or areas where assumptions and estimates have significant impact on the consolidated financial statements
are disclosed in Note (4).

Changes in accounting policy and disclosures
(a). The Company has adopted the following new standards and amendments as of 1 january 2009.

IFRS 7 Financial instruments — Disclosures (amendment) - effective 1 January 2009, The amendment
requires enhanced disclosures about fair value measurement and liquidity risk.

IAS 1 (revised). “Presentation of financial statements” — effective 1 January 2009. The revised standard
prohibits the presentation of items of income and expenses (that is, “non- owner changes in equity”} in
the statement of changes in equity, requiring “non-owner changes in equity” to be presented separately
from owner changes in equity in a statement of comprehensive income. The comparative figure was
reclassified to comply with the amended standard requirements,

IFRS 8 Operating segments'. IFRS replaces [AS, 'Segmentreporting'. It requires a 'management approach’
under which segment information is presented on the same basts as that used for internal reporting
PUTPOSES,

8



Al Madina for Finance and Investment K.5.C. (Ciosed}

And subsidiaries
Notes to the Consolidated Financial Statements for the year ended 31 December 2009
(Al amounts are in Kuwaiti Dinars unless otherwise stated)

h).

IAS 40 "Investment Properties":

Land and real estate that is under development for future use as investment property are considered as
investment properties, such property is carried at cost then re-measured at fair value. However, where fair
vaiue of land under development is not reliably measureable, the property is measured at cost until the
carlier of the date development is completed and the date at which fair value becomes reliably
measurable. There is no impact on the consolidated financial statements as a result of the application of
amendments to [AS 40.

Standards, amendments and interpretation to existing standards that are not yet effective and have
not been early adopted by the Company.

« |FRIC 17, “Distribution of non- cash assets to owners’ (effective on or after 1 July 2009). This
interpretation provides guidance on accounting for arrangements whereby an entity distributes non-
cash assats to shareholders,

IFRS 5 has also been amended to require that assets are classified as held for distribution only when they
are available for distribution in their present IFRIC 17 from 1 fanuary 2010.

= IAS 27 (revised), “Consolidated and separate financial statements” , {effective from 1 July 2009). The
revised standard requires the effects of alf transactions with non-controtling interests to be recorded
in equity if there is no change in control and these transactions will no Jonger result in goodwill or
gains and losses. The standard also specifies the accounting when controf is lost. Any remaining
interest in the entity is re-measured to fair value, and a gain or loss is recognised in profit or loss. The
group will apply IAS 27 {revised) prospectively to transactions with non-controiling interests from 1
January 2010.

= IFRS 3 {revised), “Business combination” (effective from 1july 2609} The revised standard continues
to apply the acquisition method to business combinations, with some significant changes.

All acquisition- related costs will be expensed. The group will apply IFRS 3 (revised) prospectivety to all
business combinations from 1 January 2010.

= 1AS 38 (amendment), “Intangible Assets”. The group and company will apply 1AS 38 {amendment)
from the date IFRS 3 (revised) is adopted . The amendment clarifies guidance in measuring the fair
value of an infangible asset acquired in a "business combination”.

«  iFRS 5 (amendment), ‘Measurement of non-current assets (or disposal groups) classified as held-for-
sale’. The amendment provides clarification that IFRS 5 specifies the disclosures required in respect
of non-current assets (or disposal groups) classified as held for sale or discontinued operations.

« 1AS 1 {amendment), ‘Presentation of financial statements’. The amendment provides clarification that
the potential settlement of a liability by the issue of equity is not relevant to its classification as a
current or non current. The group wiil apply IAS 1 (amendment) from 1 January 2010.

= {FRS 9 'Financial Instruments”. The standard was issued in November 2009 and becomes effective
for financial years beginning on or after 1 January 2013. IFRS 9 establishes principles for the
classification and measurement of financial assets that will present relevant and useful information to
users of the financial statements for their assessment of the amounts, iming and uncertainty of the
entity's future cash flows,

These Interpretations and amendments to existing standards that are not yet effective and it is not
expected to have a material impact on the group's financial statements.
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Al Madina for Finance and Investment K.5.C. (Closed)

And subsidiaries
Nofes 1o the Consolidated Financial Statements for the vear ended 31 December 2009

(Al amounts are in Kuwaiti Dinars unless otherwise stated)

2.2

|

Consolidation
Subsidiaries

Subsidiaries are ali entities over which the Group has the power to govern the financial and operating
policies generally accompanying a sharehoiding of more than 50% of the voting rights. Subsidiaries are
fully consolidated from the date on which controt is transferred to the Group. They are de-consolidated
from the date that control ceases.

The purchase method of accounting is used to account for the acquisition of subsidiaries by the Group. The
cost of an acquisition is measured as the fair value of the assets given, equity instruments issued and
Habilities incurred or assumed at the date of exchange, pius costs directly attributable to the acquisition.
Identifiable assets acquired and liabitities and contingent liabilities assumed in a business combination are
measured initially at their fair values at the acquisition date, irrespective of the extent of any minority
interest. The excess of the cost of acquisition over the fair value of the Group’s share of the identifiable net
assets acquired is recorded as goodwitl. If the cost of acquisition is less than the fair value of the net assets
of the subsidiary acquired, the difference is recognized directly in the income statement.

Inter-Group transactions, balances and unrealized gains on transactions between CGroup companies are
ohiminated. Unrealized losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred.  Accounting policies of subsidiaries have been changed where
necessary to ensure consistency with the policies adopted by the Group.

The Group applies a policy of treating transactions with minority interests as transactions with parties
external to the Group. Disposals to minority interests result in gains and losses for the Group that are
recorded in the income statement. Purchases from minority interests result in goodwill, being the
difference between any consideration paid and the relevant share acquired of the carrying value of net

assets of the subsidiary.

Associates

Associates are entities over which the Group has significant influence but not conirol, generally
accompanying a shareholding of between 20% and 50% of the voting rights assumes existence of
significant influence. Investments in associates are accounted for using the equity method of accounting
and are initially recognized at cost. The investments include goodwitl which was determined at acquisition

after deducting impairment of goodwill.

The Group’s share of its associates’ post-acquisition profits or iosses is recognized in the income stafement,
and its share of post-acquisition movements in reserves is recognized in equity.

Unrealized gains on transactions between the Group and its associates are eliminated tc the extent of the
Group's interest in the associates. Unrealized losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred. Accounting policies of associates have been changed
where necessary fo ensure consistency with the policies adopted by the Group.

Ditution gain and losses arising from investment in associate are recognized directly in statement of
HCcome.

Cash and cash equivalents

Cash and cash eguivalents include cash in hand, term and demand deposits with banks and financial
mstitutions, whose original maturities do not exceed three months from the date of placements,

10
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Al Madina for Finance and invesiment K.5.C. (Closed;

Aand subsidiaries
Notes to the Consolidated Financial Statements for the year ended 31 December 2009

(AH amounts are in Kuwaiti Dinars unless otherwise stated)

2.4

Financial Instruments
Classification

The Group classifies its financial assets upon acquisitions based on the purpose of acquiring these
investments. The Group had classified its financial assets as “at fair value through profit and loss”,
“receivables” Murabaha and receivables.

Financial assets at fair value through profit and loss

This classification is divided into two sub categories: financial assets held for trading, and those designated
at fair value through profit and loss at acquisition. Financial assets held for trading are those assets acquired
principally for the purpose of selling in the short term.

The financial assets designated at fair value through profit and loss at inception are classified in this
category, if they are managed and their performance is evaluated and internally reported on a fair vaiue
basis in accordance with risk management approved by the management or investment sirategy.

Murabaha and receivables

These are non-derivative financial assets with fixed or determinahie payments that are not quoted in an
active market. Receivables represent in finance lease receivabies, investments in Wakala, Murabaha and
cash and cash equivalent.

Murabaha is the sale of commodities and real estate at cost plus an agreed profit markup whereby the sefler
informs the purchaser of the price which he purchases the product and aiso stipulates on amount of profit.

Wakala is an agreement whereby the Group provides a sum of money to a customer under as agency’s
arrangement, who interests it according to a specific conditions return for a fee. The agent is obliged to
return the amount in case of default negligence or violation of any terms and conditions of the Wakala.

Financial assets available for sale investments

These are non-derivative financial assets that are either designated in this category or not included in any of
the other categories and are principally.

Recognition and De-recognition

Financial assets are recognized when the Group enters into contractual agreement on these assets.
Purchases and sales of financial assets are recognized on the purchase date, on which the Group commits
to deliver or receive the financial instrument. Financial assets are derecognized when the right to receive
cash flows from the assets has expired or has been transferred and the Group has substantially transferred
all risks and rewards of ownership.

Measurement

Financial assets are initially recognized at fair value {plus transaction costs for all assets not carried at fair
value through profit and loss). Financial assets carried at fair vajue through profit and loss are initially
recognized at fair value and transaction costs are expensed in the income staiement. Subsequently,
available for sale financial assets and financial assets at fair value through profitand joss are remeasured at
fait value. Murabaha receivables are carried at amortized cost using the effective yield method.
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2.5

Realized and unrealized gains and tosses arising from changes in the fair vatue of the financial assets at fair
value through profit and loss are included in the income statement for the vear in which they arise.
Changes in the fair value of monetary and non-monetary securities classified as available-for-sale are
recognized in eguity. Changes in the fair value of monetary securities denominated in a foreign currency
and classified as available-for-sale are analyzed between transiation differences resulting from changes in
amortized cost of the security and other changes in the carrying amount of the security. The translation
differences on monetary securities are recognized in statement of income, while translation differences on
non-monetary securities are recognized in the comprehensive income. When available-for sale financial
assets are sold or impaired, the accumulated changes in fair value recognized in equity are included in the
statement of income.

Fair values

Fair values of financial instruments which are quoted are determined based on quoted latest bid price. The
fair value of investments in mutual funds, unit trusts or similar investment pools are based on the jast
published net asset value. The fair value of unquoted financial instruments is determined by reference to
the market value of a similar investment, valuation techniques as earning ratios or the expecied discounted
cash flows, brokers” quotes, or other appropriate vatuation models,

Impairment in value

I'he Group assesses at each balance sheet date whether there is objective evidence that a financial asset or
a group of financial assets is impaired and impairment losses are incurred only if there is objective
evidence of impairment as a result of one or more events that occurred after the initial recognition of the
assel and that event has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably recognized in the statement of income.

in the case of eguity securities classified as available for sale, a significant or profonged decline in the fair
value of the security below its cost is considered as an indicator that the securities are impaired. If any such
evidence exists for available for sale financial assets, the cumutative loss measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on that financial asset
previously recognized in the profit or loss- is removed from equity and recognized in the income
staterment. Impairment losses recognized in the income staternent on equity instruments are not reversed
through the income statement.

A specific provision for impairment is established when there is objective evidence that the Group will not
he able to collect all amounts due according to the original terms of receivables. The amount of specific
provision is the difference between the asset’s carrying amount and the present value of the estimated cash
flows, including disposal of the amounts recoverable from guarantees and collateral, discounted at the
effective interest rate. The amount of the provision is recognized in the income statement,

In addition, in accordance with the Central Bank of Kuwait instructions, a minimum general provision of
1% of ali finance receivables not subject to specific provision is calculated.

Land and real estate under development

Land and real estate under development are recognized at cost, which includes development costs. When
the development process is completed, the land and real estate are classified either as investment
properties or land and real estate held for trading or as property for the Group’s self-occupation as per
management intention regarding the future use of these propertics.

Land and real estate to be used as investment propenties are considered as investment properties
recognized at cost and then re-measured at fair value. In case there is no reliable method of measuring fair
value of such land under development, the properties are recopnized at cost tili the date of completion of
developing the property or the date of reliably determine their {air value, whichever occurs first.
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2.7

2.8

2.9

Investment properties

Investrnent Properties not occupied by the Group and acguired for long-term leases or for capital
appreciation in future are classified as investment properties. Investment properties are stated at cost on
acquisition and re-measured at fair value. Fair value is determined by an independent registered value on
each balance sheet date. Gains or losses arising from change in fair value are recognized in the statement
of income.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group's share of the
net identifiable assets of the acquired subsidiary/ associate at the date of acquisition. Goodwill on
acquisitions of subsidiaries is included in intangible assets. Goodwill on acquisitions of associates is
included in investments in associates. Recognized goodwill is tested annually for impairment and carried at
cost less accumulated impairment losses. Impairment losses on goodwill are not reversed.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and impairment losses, Cost
comprises of acquisition costs and all directly attributable costs of bringing the asset to working condition
for its intended use. Depreciation is calculated based on the estimated useful lives of the assets using the
straight line method.

Impairment of non financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell or value in use. Impairment losses
are recognized in the statement of income for the peried in which they arise.

Murabaha and Wakala payable

These are financial fabilities created by Murabaha and Wakala contracts. They are recognized initially at
fair value, net of transactions costs incurred. They are subsequently stated at amortized cost, any difference
between the proceeds and the redemption value is recognized in the income statement using the effective
yield method.

End of service’s indemnity

The Group is liable under Kuwait Labor Law to make payments under defined benefit plans to employees
at termination of employment. The defined benefit plar is un-funded and is based on the liability that
would arise on involuntary termination of all employees on the balance sheet date. This basis is considered
to be a reliable approximation of the present value of the Group’s liability.

Provisions

Provisions are recognized when the Group has a present fegal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be required to settle the obligation; and the amount
has been reliably estimated, Provisions are measured at the present value of the expenditures expected to
be required to settle the obligation using a rate thal reflects current market assessments of the time value of
money and the risks specific to the obligation. The increase in the provision due to passage of time is
recognized as finance cost,

13
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2.13

2.16

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or
options are shown in equity as deduction from the proceeds

Where any of Group Company purchased the Parent Company's own shares (treasury shares), the total cost
of the shares acquired is deducted from equity until the shares are reissued or cancetled. Gains are credited
to a separate un-distributable account in equity “gain on sale of treasury shases. Any realized losses are
charged to the same account to the extent of the balance and then to retained earnings and reserves. Gains
realized subsequently on the sale of treasury shares are first used to offset any previously recorded fosses in
resarves, retained earnings and the gain on sale of treasury shares.

Revenue recognition

Murabaha and Wakala income are recognized on a time proportion basis using the effective rate of return
on outstanding balances for such transactions.

Dividends income is recognized when right to receive payment is established.

Revenue from sale of land and real estate is recognized on the completion of the sale contract Management
fees and investment service income are recognized when earned,

Accounting for leases

Leases of assets under which a significant portion of the risks and benefits of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases are charged to the
staternent of income on a straight-line basis over the period of the lease.

Foreign currencies

Funciional and presentation currency

ltams included in the financial statements of each of the group’s entities are measured using the currency of
the primary economic environment in which the entity operates (‘the functional currency’). The
consolidated financial statements are presented in ‘Kuwaiti Dinars’ (KD}, which is the company’s,
functional and the group’s presentation currency,

Transactions and balances

Foreign currency transactions are translated into Kuwaiti Dinars using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the statement of income.

Group companies

The results and financial position of all the group entities (none of which has the currency of a hyper-
inflationary economy) that have a functional currency different from the presentation currency are
iranslated into the presentation currency as follows:

Assets and liabilities for each balance sheet presented are transiated at the closing rate at the date of that
balance sheet;

ransactions are translated at average exchange rates; and

All resuiting exchange differences are recognized as a separate component of equity.

14
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2.17

2,19

3.1

Zakat

Zakal is calculated according to the recommendation of the Fatwa and Shari’a Supervisory of the Parent
Company.

The Parent Company calculates and announces Zakat payable on each share. The sharehoiders are
responsible for the payment,

Proposed dividends

Proposed dividends for the Parent Company’s shareholders are recognized as a liability in the Group's
financial statements in the period in which the dividends are approved by the Parent Company’s

sharehaolders.
Fiduciary assets

Assets held in trust or in a fiduciary capacity are not treated as assets of the Group and accordingiy are not
included in these consolidated financial statements,

Financial risk management

Financial risk factors

The activities of the group expose it to a Group of financial risks, which are market risks, which include
(foreign currency risks and risks of change in fair value resulting from the change in interest rates, and risks
of fluctuations in cash flows resulting from changes in interest rates, and risks of market prices) in addition
to credit risk and liquidity risks.

The Group management for these financial risks is concentrated in continues evaluation of market
conditions and trends and the management assessment for long and short-term market factors change.

{A) Market risk
(b Foreign exchange risk

The Group operates internationaliy and is exposed to foreign exchange risk arising fram various currency
exposures, primarity with respect to the US Dollar, Foreign exchange risk arises when future commercial
transactions take place on recognized assets or liabilities which are denominated in a currency that is not
the entity’s functional currency.

The Group has set up policies to manage its foreign exchange risk against their functional currency,
through diversifying its investments geographically and financing its investments in foreign currency
through borrowing denominated in the same currency. In general, the Group concentrates its investments
in Kuwait Dinar to avoid the fluctuation in foreign currency rates.

If the US $ had changed by 5% against the Kuwaiti Dinar with all other variables held constant, net profit
for the year and the effect on equity would be

2009 2008
Description Effect on income Effect on Effect on income tffect on
statement equity statement equity
usD (455,904} - (919,419) -
15
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The foreign exchange gains / losses on translation mentioned above are resulted from receivable cash,
investments in shares, Murabaha and Wakala payables and creditors. The following is the net positions of

foreign currencies as of 31 December:
2009 2008

uspD (9,118,072) (18,388,382)
(i} Price risk

The Group is exposed to equity securities price risk because of investments held by the Group and
classified in the consolidated balance sheet as fair value through profit and loss. To manage this risk, the
Group diversifies its portfolio within the limits set by the group. All investments decisions are taken by the
persons who are authorized by the Board of Directors. Most of the group investments are in unquoted
securities and funds,

These investments are managed and their performance is evaluated and internally reported on a fair value
basis in accordance with the group investment strategy.

(1ii) Interest Rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the
fair values of financial instruments. The Group is not exposed to interest rate risk as the group works under
islamic Sharea. Profits from Murabaha and Wakalat investments and costs of Murabaha and Wakala
payables are allocated on the time of the deal based on the effective rate of refurn.

{Hii) Credit risk

The credit risk is the risk that the Group wilt incur a loss as a result from its customers, clients or
counterparties failure to discharges their contractual obligations against the Group. Assets which are
exposed to credit risk are cash and cash equivalents, finance lease receivables, Wakala and Murabaha
receivables, receivables on sale of properties and due from related parties.

For cash and cash equivalent the group manage this risk by dealing with high credit reputation institutes.

For Receivables on sale of properties, finance lease receivables and other customers, the group assesses
their credit quality taking into consideration its financial position, past experience and reputation. In
addition to that, the group keeps the ownership of the soid assets until settling the total outstanding
installments or obtaining other collaterals.

The table below shows the maximum exposure to credit risk for the components of the balance sheet
without taking into consideration the collaterals:

2009 2008

Cash and cash equivalent 733,804 1,078,422
Murabaha and wakala investments 10,799,510 24,555,339
Finance lease receivables - 127,413
Real estates sales receivables 5,426,532 9,199,835
Advance payment for purchase Real-estate 14,933,680 16,858,394
Due from related parties 5,072,187 1,821,068
316,965,713 53,640,471
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(C) Liguidity risk

Prudent fiquidity risk management implies maintaining sufficient cash and marketable securities, the
availability of funding through an adeguate amount of cormnmitted credit facilities and the ability to close
out market positions. Due to the dynamic nature of the underlying businasses, management has diversified
funding sources, manages assets and monitors future cash flows and tquidity on a daily basis. This
encompasses an assessment of expected cash flows and the availability of high grade collaterals which
coudd he used to secure additional funding if required.

The tabie below analyses the Group’s financia! liabilities into relevant maturity groupings based on the
remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in the tabie
are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances
as the impact of discounting is not significant.

2009
Within From From 1
3 months 3 months to 5 years
to 1 year
Liabilities
Payables and other credit balances 1,386,603 3,007,497 9,096,979
Murabaha and Wakala payable 332,000 7,890,470 50,940,260

On 31 December 2009, in addition to Murabaha and Wakala payables mentioned above, there is Wakala
payables amounted to KD 12,069,598 are past due {(Note 13.6}.

2008
Within From From 1
3 months 3 months o 5 years
to 1 year
Liabilities
Payables and other credit balances 1,857,245 11,189,554 9,191,543
Murabanha and Wakala payable 43,807,700 19,275,253 12,595,108

Capital risk management

The Group's objectives when managing capital 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 structure to reduce the costs of capital. In order to maintain or adjust the capital structure,
ihe Group monitors capital on the basis of gearing ratio.

ihe ratio is calculated as net debt divided by total capital. Net debt is caiculated as total borrowings less
cash and cash equivalents. Total capital is calculated as equity as shown in the consolidated balance sheet
plus net debt.

I'he gearing rate as of 31 December is as follows:

2009 2008
lolal Murabaha and Wakala payable 62,609,682 73,330,085
L ess @ Cash and cash equivalent {733,804) {1,078,422)
Nat debt 61875878 72,251,663
[olal equity 87,200,048 95,899,719
I otal capital 149,075,926 168,151,382
Ralio (%) 41,50 42.96
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3.3

4.1

Fair value estimation

Hiective from t January 2009, the Company adopted the amendment to IFRS 7 for financial instruments
that are measured in the balance sheet at fair value, this requires disclosure of fair value measurement by
level of the following fair value measurement hierarchy:

+ level one: Quoted prices {unadjusted) in active markets for identical assets or tiabilities.

o Level two: Inputs other than quoted prices included within level | that are observable for the asset or
liability, either directly (that is, as prices} or indirectly.

+ Level three: Inputs for the asset or liabifity that are not based on ohservable market data.

The table below represents the financial instrument's analysis that recorded at fair value on the fevels above
mentioned:

2009 2008

Level one 2,493,109 1,046,238
Level two 8,103,030 8,176,567
Level three 3,350,425 3,887,240
13,946,564 13,110,045

Critical accounting estimates and assumptions
Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the future. The resulting accounting estimates will
by definition, seldom equal the relaied actual results. The estimates and assumptions that have significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next
financial year are discussed below.,

Fair value of unquoted equity investments

Valuation techniques for unquoted equity investments in which estimates are used representing the
expected cash flows discount rates, return rates, credit risks, related cost and other valuation techniques
used by market participants. The Group calibrates the valuation technigues periodically and tests these for
valiclity using either prices from chservable current market transactions in the same instrument or other
available observable market data.

Any changes in these estimates and assumptions as well as the use of different, but equally reasonable
estimates and assumptions may have an impact on carrying amounts of Murabaha investments as well as
fair value of unquoted securities.

Impairment of goodwill

lhe Group tests whether goodwill has suffered any impairment. The recoverable amounts of cash-
generaling units have been determined based on value-in-use calculations. These calcuiations reqguire
the use of estimates mainly represents in the discount rate factor and the expected cash fiows for the
cash generating unit.
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G.1

impairment on receivables

The Group reviews its loans, receivables and its trade receivables to assess impairment on regular basis. In
determining whether an impairment loss should be recorded in the income statement, In particular,
considerable judgment by management is required in the estimation of the amount and timing of future
cash flows when determining the level of provisions required. Such estimates are necessarily based on
assumptions about several factors involving varying degrees of judgment and uncertainty, and actual resuts
may differ resulting in future changes to such provisions. The methodology and assumptions used for
estimating both the amount and timing if future cash flows are reviewed regularly to reduce any differences
between loss estimated and the actual loss experienced.

Critical judgments in applying the entity's accounting policies
Evidence of impairment of investments

The Company determines "available for sale” equity investments as impaired when there has been a
significant or prolonged decline in their fair value below their cost. The determination of what is
“significant” or "prolonged" requires significant judgment. In addition, the Group also evaluates among
other factors, normal volatility in the share price for quoted equities and the future cash flows and the
discount factors or unquoted equities. Impairment may be considered appropriate when there is evidence
of deterioration in the financial position of the investee, industry and sector performance, technology and
operational and financing cash flows,

Cash and cash equivalents

2009 2008
Cash at bank and financial institutions 579,790 675,478
Cash at Kuwait Clearing company 151,605 402,246
Cash on hand 2,409 698
733,804 1,078,422

Investments in Murabaha and Mudaraba
2009 20608
Murabahat 491,500 4,536,725
Mudarabat 11,019,252 20,594,160
11,510,752 25,130,885
Impairment in value (711,242 {575,546)
10,799,510 24,555 339

The average effective rate of return on Murabahat and Mudarabat is 8% as of 31 December 2009 (6.75%
as of 31 December 2008).

I2uring the year, the Group has settled a credit balance of KD 1,596,708 by due to a related party by
closing Murabaha receivable due from the same party (this transaction was eliminated from the statements
ol cash flow, as it is non-cash transaction).

Investment in Murabaha includes an amount of KD 10,799,510 granted to a related party as of
11 December 2009 (KD 23,895,524 as of 31 December 2008). This investment secured by quoted
investments in a portfelio managed by the Group on behalf of the related party with fair value of KD
PLAB238 as of 31 December 2009 (KD 17,829,413 as of 37 December 2008), against an amount of KD
1,007,354 payable as of 31 December 2009 to the same party and also shares with fair value of KD
Fonn,000 pledged with local banks as a collateral against a Murabaha payable received by the Parent
Campany.

Faicvalue ol investments in Murabaha approximately equals its carrying value as of 31 December 2009
A L1 Drecemboer 2008 as they mature in the short term.
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8.

Investments at fair value through profit and Joss

2009 2008

Held for trading investments 2,493,109 1,046,238
Investments designated at fair value through profit and loss at inception 11,453,455 12,063,807
13,946,564 13,110,045

investments in local shares — guoted 2,493,109 1,046,238
Investments in local shares — unquoted 4,546,463 4,620,000
Investiments in foreign shares — ungquated 3,556,567 3,556,567
Investrnents in local funds — unquoted 1,980,194 2,575,822
investments in foreign funds - ungquoted 1,370,231 1,311,418
13,946,564 13,110,045

I'he fair value of unquoted shares is estimated internally according to valuation models and based on the
available information of the financial position, results of operation of investee companies, the expected
future profits for these companies as of 31 December 2008,

Ihe fair value of the investments in wunquoted funds is based on the net asset value as of
31 December 2009,

investments at fair value through profit and loss are dominated into the following currencies:

2009 2008
Kuwaiti Dinar 9,019,766 8,242,060
us Dollar 4,926,798 4,867,985
13,946,564 13,110,045

Receivables and other debit balances
2009 2008
Receivable on the sale of properties {Net) 5,426,532 9,199,835
Advance payments for purchase of property (Net) 14,933,680 16,858,394
Cue from related parties (Note 24} 5,072,187 821,068
Debtors from leased rig 1,256,715 340,463
Cash restricted against letters of guarantee 933,340 905,004
Accrued commissions and dividends 242,222 369,851

Prepaid expenses 32,757 203,996
Stalf receivahles 37,223 122,029
Other debit balances 497,804 897,563

28,432,460 29,718,243

Receivables on sale of properties and an amount of KD 2,447,959 due from related party are the
halance due from selling of develaped properties; these amaunts are secured by this properties, as the
transfer of the ownership of these properties to the buyers take place upon settlement the full amount
duie.

In fuly 2008, based on sale and purchase agreement with a third party, the Group acquired four
conpanics established in Cayman Island engaged in a real estate development project in Reem Island-
Abu Dhabi with an estimated development cost of KD 202,079,060 (equivalent to AED
2,582,480,000. The Croup paid an amount of K[D 14,933,680 (equivalent to AED 204,624,000} as
advance towards the purchase of the real estate. The Group is unable to resell the companies and is
curtendly negotiating with the third party and the developer either to recover the advance payments or
restructure the terms of the project in order to receive properties from the developer to the extent of
ther mount paid and rescheduling any other capital commitments may arise from this agreement.
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Land and real estate under development

2009 2008
Balance as of 1 January 8,752,932 33,868,098
Additions 2,974,482 7,599,126
Coltacted by cash {37,940) -
Transter to investment property (151,763) (8,299,355)
Transfer from investment property - 6,717,445
Sate daring the year (1,031,005 (31,132,382
impairment in value (2,399,610) -
Foreign currency translation differences 194,621 -
Balance as of 31 December 8,301,717 8,752,932

tands and real estate under development as of 31 December 2009 includes lands carried at
K[ 1,997,479 as of 31 December 2009 (KD 4,392,169 as of 31 December 2008) in the Kingdom of
Saudi Arabia under primary sharing contracts. The Group has filed a legal case to collect the amount paid
along with compensation, as the seller refuse to transfer the lands ownership. As per settlement
agreement, the Group obtained a property with an amount of KD 151,763 (equivalent to SR 2,000,000}
accordingly the property has been reciassified as investment properties, the Group has alsc obtained an
amount of KD 37,940 (equivalent to SR 500,000). In addition, the Company will receive a land
amounting to KD 708,815 (equivalent to KD 10,000,000) and cash amounting to KD 1,231,656
(equivalent to SR 16,203,313 1) after one year from the agreement date. Accordingly, the Group has
recognized the difference of KD 2,399,610 resulted from this settlement as a foss in the statement of
income for the current year,

The remaining lands and properties under development in L.adla Al Kheran have reached its final stages
of finishing.

Land and real estate under development include an amount of KD 6,304,340 which represents land
recorded in name of a related parties and there is a letter of assignment in name of the group.

Investment properties

2009 2008
Opening batance of the vear 45,738,178 31,577,418
Additions 3,929,020 763,050
Transfer to land and real estate under development - (6,717,445)
fransfer from land and real estate under development {Note 9.1} 151,763 8,299,355
{isposal (Note 10.2) (11,627,186} (1,629,100}
Change in fair value (Note 20) 4,434,386 13,444,900
Foreign currency translation differences 480,608 -
Inding balance of the year 43,106,769 45,738,178

As of 31 December 2009, the fair value of the investment properties has been determined by an
independent valuer after deducting by an estimated percentage based on the management apinion.

In the previous year, the Group signed a contract to purchase two plots of land in UAE for
Al'D 304,987,000 (equivalent to KD 22,111,559). An advance of AED 134,401,282 was paid (equivalent
1 K1) 9,744,093) and the balance of AED 170,585,718 (equivalent to KD 12,695,651) was recorded as
payable as of 31 December 2008,

During the year, the Group signed an amendment to the contract to purchase only one plot of land for
AFD 160,098,220 (equivalent to KD 12,193,515) with a balance of AED 25,696,938 (equivalent to
Ki3 2,010,628) recorded as creditors. Accordingly, payable decreased by AED 144,888,780 (equivalent
1o KD 11,627,186). This transaction has been eliminated from the statement of cash flow, as it is a non-
cash transaction,
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mvaestments properties includes a property recorded in the name of the Company. The fair vaiue of the
property of KD 3,060,000 was determined by an external valuer out of which KD 2,278,750 was paid by
tire Group and the remaining was recorded as payable. The Group acquired this property based on a
purchase contract which was partialy cancelled. A final settlement of the purchase amount was not
agreed upon. Currently, there is formal warrant for the Group to recover the advance paid and also there
iy formal warrant from the seller party to force the Group to purchase the property according to the
purchase contract with an amount of XD 5,878,750,

Investments in associates
Ownership 31 December Ownership 31 December

%o 2009 % 2008

Fktiitab Holding Company. KS.C.C. 22.53 7,328,172 23.78 13,020,732
fstrategia Investment Company - - 21.94 2,359,934
Hits Telecom Company 40.61 42,549,334 43.80 46,618,114
Amlak Capital holding 35.24 2,693,015 - -
52,770,521 61,998,780

The following is a summary of the Group’s share of the net assets and results of its associates
according 1o the latest financial statements available:

2009
Last available financials
Fair value Nelassets  Netloss Date Source
£kltitab holding K.5.C.C 5,944 728 7,523,135 (3,025,500) 31 December 2009  Management accounts
Unaudited Financial
Estrategia Investment Company - - (493,349) 30 September 2009 Statements
Unaudited Financial
Iits telecom 25,703,915 41,345,250 {42,710) 30 September 2009 Statements
Amiak Capital holding - 2,893,015 - -
2008
Last available financials
Fair value Nef assels Net profit/ Date Source
{loss)
Ekltitab Holding K.5.C.C 5,409,571 13,272,841 1,416,702 31 December 2006 Management accounts

Fstrategia Investment Company 2,159,154 2,359,934 (2,129,874) 31 December 2008 Management accounts
Audited Financial

Hits lelecom 91,606,615 44,220,361 (1,369,543) 31 December 2008 Statements

Gulf Horizon - 15,596 -

During the year, the group traded on the shares of some associates resulted trading loss of
KD 2,046,011.

During the current year, Ektitab Company (an associate) has adjusted its financial information to
reflect the impact of reclassifying investments at fair vajue through profit or loss to investment in
associate, which resuited in a decrease in the retained earnings as of 1 January 2009 in the associate,
Accordingly the Group has recorded its share of this decrease which resulted in a decrease in the
Group’s retained earnings with an amount of KD 2,098,554 as at 1 january 2009.

e investments of in Ektitab Holding Company includes deferred revenue amounted o KD 194,963
as of 31 December 2009 (KD 252,109 as of 31 December 2008).

Hits Telecom invesiments includes goodwill amounted to KD 5,605,920 as of 31 December 2009
(K1) 7,268,203 as of 31 December 2008), and deferred revenue of K> 4,401,836 as of 31 December
2009 (KD 4,870,450 as of 31 December 2008). The deferred income was recognized with an amount
of KID 468,614 as part of the gains on disposals of a subsidiary resulting from the decrease of Group's
share in Hits Telecom Company.
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{On 2 june 2008, the Group acquired 21.94 % of Estrategia Investment Company for KD 7,754,912
paid KD 3,777,205 and the remaining balance of KD 3,977,707 is recorded as payables from
purchase of investments secured by invesiment in securities with fair value of KD 3,123,393 as of
31 December 2009, (KD 3,394,892 as of 31 December 2008). The provisional goodwill is KD
3,305,415 as of date of acquisition. During 2009, the Group filed a case against the seller to cancel
the deal and receive the amount paid and release the collaterals. Although of this the group recorded
K3 463,349 its share from loss during the period ended 31 Deacember 2009 (KD 2,129,874 during
the year ended 31 December 2008) and its share from reserve with KD 42,600 during the year ended
31 December 2009 (KD 40,310 during the vear ended 31 December 2008) and recorded the
impairment of the total amount of the goodwill of K& 3,305,415 during 2008. During the last
quarter, the Group management transferred the investment in Estagaria to investments at fair value
through profit or loss (Note 7) as the Group can not exercise an influence over the accounting and
aperating policies which resulted a profit of KD 36,742 recorded in the statement of income.

During the year, the Group acquired a stake of 35.24% from Amiak Capital Helding Company. The
cost of acquisition was approximately equal the fair value of the net assets acquired as of the date of
acquisition which is determined by independent external valuer. The cost of acquisition was settled
against transferring shares in associate, investments at fair value through profit or loss and share in
subsidiary to the selier. This transaction was eliminated from the statement of cash flow as it is non-
cash transaction,

Payables and other credit balances

2009 2008
Trade payable 662,049 -
Payables on purchase of investment properties {Note 10) 3,446,968 12,757,605
Payables on purchase of investments {Note 11.6) 3,977,707 4,436,707
e to related parties (Note 25) 2,234,926 3,166,399
Accrued dividends 437,559 479,164
Accrued expenses 29,459 -
Contribution to Kuwait Foundation For Advancement of Science (KFAS) 368,124 234,386
Zakat expense 73,276 10,493
National laber support tax 478,185 478,185
Other credit balances 1,782,826 675,405

13,491,079 22,238,342

Murabaha and Walala payable

The average effective yield rate ranged from 4 % to 7.5% as of 31 December 2009 (from 7% t0 9.75% as of
31 December 2008).

Ihe fair value of Murabaha and Wakala payable as of 31 December 2009 and as of 31 December 2008

approximately equal its carrying value,

Murabaha and Wakala payables stated guaranteed against pledging the following assets:

2009 2008

Ivestments in associates 31,740,856 41,633,957
investments at fair value through profit and loss 1,160,199 -
ands and real estate under development 3,874,416 4,334,408
Investments properties 4,334,628 1,208,333
41,110,099 47,176,698
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The Murabaha and Wakala in foreign currencies are as following:

2009 2008

Kuwaiti Dinar 53,638,706 50,965,255
US Dollar 8,970,976 22,364,830
62,609,682 73,330,085

The Murabha and Wakala payable with KD 2,522,653 as of 31 December 2009 (KD 2,394,650 as of
41 December 2008) represents Murabanat granted from investment funds, the parent company are in the
process of paying such amounts and replacing by finance from financial institution.

some of Wakala payables matured with an amount of KD 12,069,598 as of 31 December 2009, this
Wakala was not renewed, or paid. There is a legal dispute with one of the parties about the amounts which
must be paid cut of Wakala payable with principal amount of KD 10,228,994, The liabilities were fully
recorded i our date to face any result of the legal dispute,

Murabaha and Wakala payables' maturity dates were disclosed in (Note 3).
Share capital
On 25 June 2009, the General Assembly meeting of the shareholders approved the following:

- Decrease the share capital by cancelling 1,500,000 shares of the employees that was previously
approved on the General assembly meeting i3 April 2008.

- Increase the share capital by issuing 43,137,130 shares with 198 fils per share with 100 fils and 98 fils as
share premium and the assignment of the right from the current sharehoiders to Sarh Al-Madina Real
Estate Company shareholders (subsidiary) and delegate the board to determine the procedures of
collecting the capital increase, Capital has not been called or increased titl that date.

- lssued 3,000,000 shares for employees’ stock option plan with 100 fils and without share premium and
the assignment of the right from the current sharehoiders, This increase is not subscribed fill that date.

Accordingly the full paid capital for parent company is amounted to KD 37,780,875 as of 31 December
2009(KD 37,780,875 -2008) represented in 377,808,750 shares with 100 fiis each and all shares are paid
in cash.

Treasury shares

2009 2008
Number of shares (share) 22,460,000 21,220,000
Percentage (%) 5.94 5.62
Market value 1,662,040 1,782,480

Statutory reserve and voluntary reserve
Statutory reserve

Irr accordance with the Commercial Companies Law and the Parent Company’s Articles of Association,
10% of net profit before KFAS, National Labor Support Tax, Board of Directors’ remuneration and Zakat
expense are transferred to statutory reserve.  Statutory reserve is not distribute able to shareholders;
however, the reserve could be utilized to secure payment of a dividend of 5% of share capital in years
whon rotained earnings are not sufficient for payment of dividends. When the balance of the reserve
exceads 50% of share capital, the General Assembly is permitied to utifize amounts in excess of 50% of
he share capital in aspects seen appropriate for the benefit of the Parent company and its shareholders.
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Voluntary reserve

I accordance with the Parent company’s Articles of Association, a percentage of net profit as proposed by
the Board of Directors and approved by the General Assembly is transferred to voluntary reserve. Such
annual transfers may be discontinued by a resclution of the General Assembly based on the proposal of the

Board of Directors.

17, Other reserves

Balance as of 1 January 2009

Torat comprehensive income for the year

Balance as of 31 December 2009

Balance of 1 January 2008

Fotal comprehensive income for the year

Balance as 31 December 2008

8. Lasses from investments

Murabaha income

toss on sale of investments at fair value through profit or loss

Change in fair value of investments through profit or loss

Dividends

19.  Loss from trading on associate

l.osses of trading shares in associates
Gains from disposal of associates

Group's share from the results of associates

20.  Land and real estate income

Change in fair value of investment properties
Ciains from sale of investments properties

Rents of investments properties

impainment of lands and real estates under development
Gains from sale of lands and real estates under development

#1. General and administrative expense

Employee Share of Foreign Total
share group from currency
options associate translation
reserves reserves reserves

490,500 (1,733,733) 68,286  (1,174,947)

- 2,621,739 549,995 3,171,734

490,500 888,006 618,281 1,996,787

490,500 - 603,750 {113,250}

- (1,733,733} 672,036  {1,061,697)

490,500 (1,733,733) 68,286  (1,174,947)

2009 2008

947,229 407,471

{1,080,056) (779,714)

(976,203 (1,415,713)

749 378,962

(1,108,981} {1,408,994)

2009 2008

(1,916,139 (10,984,222)

468,614 6,723,099

(3,561,559) (2,067,119)

{5,009,084) {(6,328,242)

2000 2008

4,434,386 13,444,900

68,760 -

455,300 -

(2,399,610) -

1,090,095 6,343,047

3,688,931 19,787,947

Cieneral and administrative expenses include staff costs of KD 1,097,052 for the year ended 31 December
SO0 (K1) 1,251,821 for the year ended 31 December 2008).
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(Loss) / earnings per share

Basic (loss/earnings per share are calculated by dividing net (foss)/profit for the year by the weighted
average number of outstanding shares during the year as follows:

2009 2008
Neol {lessiprofit for the year attributable to shareholders’ of the Parent
Company (9,529,443) 1,205,156
Weighted average number of issued shares and outstanding shares
during the year/ (share) 356,141,243 284,755,783
{Lossyearnings per share (fils) (26.76) 4.23

Investments in subsidiaries

These consolidated financial statements include the financial statements of the Parent Company and the

ioliowing subsidiaries:
Company Name Legal Country of Ownership (%)
incorporation

2009 2008
Al Madina Real £state Development Co. K.S.C.C Kuwait 85.63 a0
Rehab Al Madina Real Estate Co. B.S.C.C Bahrain 85.63 100
Develop for General Trading and Constructions WLl Kuwait 85.63 50.68
Al Madina Educational Co. KS.C.C Kuwait 100 100
Al Sari National Holding (previously twenty
seven for shopping centre) K.5.C.C Kuwait 100 100
Real Capital Company W.LL Kuwait 100 100
Stone for Energy(previously Kuwaiti National
Investment Co.) K.S.C.C Kuwait 100 100
Stone for drilting Services Co. E.KS.C Egypt 100 100
Sark Al Madina Real Estate Co. KS.CC Kuwait 50.68 50.68
Try Building A W.LL Cayman lslands  50.68 50,68
Try Building B W.L.L Cayman Islands  50.68 90
Try Building D W.L.L Cayman Islands  50.68 90
Try Building E w.L.l Cayman Islands  50.68 20

Subsidiaries financial statement has been consolidated based on the audited financial statements of all
companies except for Stone for Energy Company and Al Sari National Holding Company that was
consolidated based on management accounts, the total assets of those subsidiaries consolidated based on
the management accounts amounted to KD 71,434 as of 31 December 2009 and the net loss amounted to
KI> 92,232 for the year ended 31 December 2009.

During the year ended 31 December 2009, the Group sold a share of 2.89% of Al Madina Real Estate
Company and received shares in associate (Note 11.7} ,also the Group sold share of 1.48% to ane of the
related party, this transaction resulted gain amounting of KD 172,755,

During the year, the Parent Company has soid 100% from Rehab AL Madina Real Estate Company to
Al Madina for Real Estate Davelopment Company: this transaction has been disposed while preparing the
financial statements according to (JFRS).

During the year the group has been sold 100% of drilling stone company to stone for energy co.
fpreviously Kuwait Nationa! Investment co.) and this fransaction resulted gain amounted by KD 5,226,917
witich has been eliminated when preparing the financial statements in according to IFRS requirements,

The Group has recorded impairment of goodwill which amounted to KD 840,469 fully and it is recorded
in staternent of income for the year ended 31 December 2009 based on the studies prepared by the
Ciroup's management.
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Ihe foliowing gain from disposal Subsidiaries Company:

2009 2008
Realised portion from gains of sale deferred subsidiaries 57,146 4,538,277
Ciain from tracdling on subsidiaries shares 172,755 5,488,576

229,907 10,026,853

Dividends

Phe General Assembly meeting held on 25 June 2009 approved the financial statements for the year ended
$1 December 2008, and proposed not to distribute dividends for the year ended 31 December 2008,

Relaled parties’ transactions

Related parties represent in the Group’s shareholders who have representation in the board of directors,
members of the board of directors, senior management, subsidiaries and associates. In the normal course
of business and subject to the Group’s management approval, there were transactions with related parties
during the year ended 31 December except what were disclosed in the other paragraph, The related parties
significant transactions and outstanding balances were as follows:

2009 2008
Transactions
Murabaha income 790,008 377,223
Cain on sale of investrment - 569,478
Gain from disposal of subsidiaries 229,901 563,720
Gain from investment service income 894,283 2,651,164
Senior and executive management remunerations 221,600 159,785
Balances 2009 2008
Investments in Murabaha and Mudaraba 10,798,510 23,895,524
Debtors and Other debit balances 5,072,187 1,571,068
Payables and other credit balances 2,794,523 3,166,399

The Group manages portfolios on behalf of refated parties, the net assets of those portfolios amounted to
KD 13,610,769 as of 31 December 2009 (KD 21,025,200 as of 31 December 2008).

All related parties transactions are subject to the approval of the General Assembly of the sharehoiders.
Contingent liabilities

Subsequent to the financial statement date, an arbitration verdict was issued against the company {0 pay
10,011,025 US Doliar together with US § 300,000 as compensation. In case of executing such verdict the
company will acquire assets from this party against the payment.

As per the lawyer's opinion this case is in the preliminary phase and the Group plan to appeal and the
outcome can not be determined. Accordingly the company management did not provide any provision
against this case.
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2 Geographical distribution of assets and liabilities

Assets as of 3T December Liabilities as of 31 December

2009 2008 w09 2008

Kuwait 104,274,488 148,245,296 64,789,246 72,675,738
Middle East 59,332,378 43,267,422 11,557,572 23,064,674
burope - 127,413 - -
163,546,866 191,640,131 76,346,818 95,740,412

29, Off balance sheet items

I'hes Group manages porifolios on behalf of others and investment funds, which are not included in the
hatance sheet of the Group. The net assets of these portfolios amounted to KD 40,360,187 as of
31 December 2009 (KD 39,653,671 as of 31 December 2008),
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