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INDEPENDENT AUDITORS' REPORT

The Shareholders
Bayan Investment Compary - K.5.C. (Closed)
State of Kuwall

on solidated fin
We have audited the sccompanying consofidated financial stalsments of Bayan Invesiment Company -
K5.C. (Closed) (the Perent Company) and subsidiaries (the Group} which comprise the consolidated
balance sheet as at December 31, 2008, and the consolidated stalement of income, stalement of
changes in equity and statement of cash flows for the year then ended and a summary of significant

accounting policies and other explanatory noles.

Managements responsibility for the consolidated financial stalements

Management is responsible for the praparation and fair presantation of these consolidated financial
statements |n accordance with Inemational Financial Reparting Standards as adopled in the stats of

Kuwail. This responsibility includes: designing, implementing and maintaining mlemal control relevan!
lo the prepsration and fair presentation of financial statements that are free of material misslatemenl,

whether due 1o fraud of amor: selecting and applying appropriale accounting policies and making
accaunting estimates thal are reasonable in the circumstances.

Auditors’ responsibility

Qur respansibliity is to express an ppinion on these consalidated financial statements based on our
audil. We conducted our audit in accordance with International Standards on Auditing. Those standards
wﬂﬂﬂwmﬂywﬂahﬁwhmhmﬂﬂmmﬂmﬂm the audil lo oblain reasonable
aseurance whether the consolidated financlal statements are free from matenal misstalement.

A audit involves performing procedures 1o obtain audit evidence aboul the amounts and disclosures in
ihe consolidated financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the fisks of malerial misslatement of the consolidated financial stalements,
whether due to fraud or ermor in making those rish assessmenits, the auditors considers internal control
mlwmlhhmﬁﬁsmﬂhmﬂfﬁrpmnﬂmdﬂw%&dﬁnmﬁhlﬂmmh
arder fo design audit procedures that are appropnate in the cicumstances, bul nol for the purpose of
expressing an opinion on Ihe effectiveness of the enfity’s intemal control, An audil also Includes
gvaluating the appropriateness of accounfing policies used and the reasonableness of accounting
estimates made by managemeant, as well as avalualing the overall presentation of the consolidated

financial statements,

W befieve that he sudit evidence we have oblained is sufficient and appropriale to provide 8 basis for
our audit opinkon



AL-WAHA Albazie & Co.
AUDITIHNG OFFICE
w 2. Member of RSM Intemational

ALl OWAID RUKHAEYES

Opinion

In our opinian, the consofidated financial statements present fairly, n all matenal respects, the financial
position of Bayan Investment Company - K.5.C. (Closed) as of December 31, 2008, and of its financial
perfarmance and s cash Mows for the year then ended in accordance with Imtemational Financial

Reporting Standards as adopled in the state of Kuwait

Report on olher Legal and Requiztory Requirements

Also m our opinion, the consolidated financial statements include the disclosures required by the
Commercial Companies Law and the Parent Company's Arficles of Association, and we obtained the
infarmation we required 1o perform our audit and that the consolidated financial stalements incorporate 3l
the Informeation that s required by the Commercial Companies Law of 1960, as amended, and by he
Parent Company's Articles of Association, In addiion, proper books of account hawve been kept, physical
slocktaking was carmed oul in accordance with recognized practice, and the accounting information given in
he Director's Repon ks in agreement with the Company's books. According 1o the information available 1o
us no violation of the Commercial Companies Law of 1960 as amended or of the Paren! Company's
Articles of Association have occurred during he year ended December 31, 2008 that might have had &
matetial efiect on (he business of the Group or on it financial position,

We furiher report that, dunng the course of our audit, we have nol become aware of any material violations
ol the provisions of Law No. 32 of 1968, as amended, concerning cumency, Lhe Lanlral Bank of Kuwail and
the organization of banking business, and [ts related reguiatons, during [he year ended Cecamber 31,
2008 that might have had a maternial effect on the business of ihe Group of on its financial position

:-\.. ;‘. - :
A - . A. Shuaib
Licence No. 72-A N Licence No. 33-A
Memter of the Intemational Group Albarie & Co.
of Accounting Firms Member of RSM Intemational

State of Kuwail
March 31, 2009



BAYAN INVESTMENT COMPANY K.S.C. {CLOSED) AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
DECEMBER 31, 2008
(Al amounts are in Kuwalli Dinars)

ASSETS

Cash and cash equivilents
Investments &l fair value through InCOME satement
Accounts recevable and other debit balances
Imaenones
Due from related parties
brwestments avall=ila lor sale
Imvestment in associates
Imvestment in unconsalidated subskhanas
Property under developmel
Investment properies
Fred asséls

Total assots

LIABILITIES AND EQUITY

Liabilities:
Due 1o banks
Accounts payabbe and other credit balances
Bonds
End of servica Indemnity
Total Kabilitkes

Equity
Share capial
Treasury shares
Statutory reserve
Vialuniary resenve
Cumuistive changes |n fafr value Of availabie for sale inveskments
Forsign currency transiation adjustmants
Treasury shanes reserve
Ratained eamings
Equity attrbulably to Parent Company's sharehalders
Minarity interest
Total equty
Total liabdlites and equily

m 1

—

Faral Al AbMitaws
Charman and Managing Director

Nl 2008 2007

3 3.002 208 7 059 G985
4 5,561,140 EROTE 2T
2 1,556,101 1,168 380
350,435 250,758

28 8,791,831 70,500
& 59,894,856 45615 2oz
T 23,816,799 00, 000
g 159,249 159,240
- 47T 366 41 435 B56
10 18,368 433 200,300,000
11 2,007 993 a7 538
125,386,208 177,085,132

12 39,199,700 70422 X0
13 3927163 3713218
14 20,000,000 20,000,000
15 375,896 207177
63,502,759 24 342 006

16 39,266,391 15696718
i {B.019,773) (3,188,057
18 12,166,782 11,018.725
19 11,029,254 0.ga31. 197
[14,362,700) BA7T.3M4
{1,103) (27,336)

1,201,791 B36.571

20,547 285 18,607 (54

61,527,931 a2 T2 212

55,516 50,324

B1,883 447 82752 B35

125,366, 208 g o

g noles from (1} 10 (23) form an integral part of the consolidated financial statements

Ade] Essa Al-rousil
Viga Chaiman

L



BAYAN INVESTMENT COMPANY K.S.C. (CLOSED) AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2008

(4l amounts are in Kuwaii Dinars)

Nate 2008 007

Revenuea:
Mat myastmend incoma 2t 1,258,445 14,103,767
Gain on saie of property under development e 27,182,322 :
Management toes iz 3280175 B 257
Sales revenue £82.176 118,050
Senice Income 76,259
Interest incarme 211,330 112338
Reversal of impaimment kes for mvesiment proparties 10 . 570800
Share of resulis Irom: gssociates 7 (112,184 -
Other income 31,561 -
Foreign gxchange gain (loss| 196,284 {128,644

32,802,378 15,356 558
Expenses and other charges:
impainment loss for investment available for sals i {10,523,683)
impaiment loss foe investment propertes 10 {1,931,567) .
Cieneral and adminigiralive expenses 23 (3.228,321) {2,068.550)
Pravision against invesimant in an unconsolidated subsidiary 8 - {60,000}
Finance cost ~ [5,630,964) {4,863.391)

{21,314565)  {7.611549)
Profit for the year before contritition to Kuwait Foundaten fof the
Advancement of Sciences, contribution to Zakal, Mationa Labot

Suppart Tax and Board of Dereclors mmuneralion 11,487,814 Trednis
Contribution o Kuwait Foundation for the Advancemen of
Bolencas 24 - {61,566)
Contribition 1o Zakat 25 . (4.238)
Matioral Labour Support tax il (223,148} {10434}
Boarr of Céreciors” remuneralion (70,000} (72,0000
Net profil for the year 11,194 666 7 536,281
Altritutable b
Parent Company's shareholders 111687424 7527248
Minadity Interest 7,242 4133
Net profit for the year 11,194,666 7 536,381
Fils Fils
Eamings paf shaie i 30.42 2002

The accompanying notes from {1) te (33} form an integrad pan of the consolidated francial stalements
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BAYAN INVESTMENT COMPANY K.5.C. (CLOSED) AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2008

{All amounts are in Kuwail Dinars) -

Note 2008 2007
Cash flows from operating activithes:
Profil fe the year before contrbution 1o Kuwait Foundation for the
Advancement of Scientes, contributon to Zakat, Nabonal
Labor Suppont Tax and Board of Directors’ remuneration 11,487 814 1184610
Adjustments
Met imvestmenl income (1,254,446} (14,103.767)
interest income {211,330) (112.338)
Galn on sale of propertly under devalopment {27,182,322) .
Impasment oss for imvesiment availobile for salé 10,923,693 -
Reversal of impairment loss for investment properties ' (B70,8040)
Impasrmen! joss fof invesiment properties 1,931,567 -
Provision agsinst investment in unconsolidated subsidiary . 650,000
Capreciabion 178,829 25,940
Provision for end of service memnity 183,241 7T
Share of results fom associates 112,184 -
Provision korend of senace idemndly ro longer requirad (1,044) .
Foreign sxchangs (gain) losses (196,294) 128 644
Finance cost 560984 483301
1,202,876 (1,226 582)
Changes in operaling assets and habilibes:
Paid for purchase ol investment al fair value throwgh modme
statemerl {44,782,895) (51.019.687)
Proceeds from sabks of investient al fair value Through income
statement 44,190,157 54 77T 445
Actounts recelvabie and other debil balances (884,357] 1,007,333
Accounts payable and other credit balances {114,165} 1,585,525
Invertones (97.677) (250,758}
Related parties (10,947, 223) {70,500}
Cash (used i) genenated from operaling schvities (11,433,285) 8212788
Pabd lor-end of service demnity (7,586) {74,287)
Net fused in) eash generatad from operating actvites (11,440,871} 5 138 501
Cash flows from Investing activithes:
Purchase of iInvestments available o sale {3.596,777) (5.442,968)
Proceeds from sale of investments avallable for sale 5,249,690 14,306,430
invastment in unconsobidated subsdianes 4 (B09,240)
Proceeds from sale of property undef devesopment 87,122,569 -
Paid o property unded development (4,645,521) {41,453 062}
Purchase of investment in an BsS0Ciaes (37,859,989) (800,000
Purchase of fiuad 8356t (68.142) {63.478)
Dividends recetvid 4,777.302 3553671
Ireres! fecived 211,330 112,338
Net cash generated Irom (used inj mveshing actvities 50,990 462 {30,116 448)




BAYAN INVESTMENT COMPANY K.S.C. (CLOSED) AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (CONTD.)

FOR THE YEAR ENDED DECEMBER 31, 2008

(All amounts ars in Kuwaill Dinars)

Cash flows from financing activities.
Due o banks (31,222,500 36,197 387
Purchase of treasury shafes (5,867 §18) .
Procead from sale of reasury shases 1,401,122 y27ar
Dividends paid (3,422,713} (3,328 462)
Payment of finance cost (5.575,767) 14988850
Nel cash (used in) generated from financing activilies (44,687,406) 7 953.BOO
Mel (decrease] Increase in cash and cash equivalents {5,137,905) 2980 833
Cash and cash equivalents of an assocste which was formerty

a sulbssidiary [7.162) .
Cash and cash equivalents from newly consolidated subsidianes - 1,255 208
Effect of foreign currency on cash and cash equivaients 177290 (128.644)
Cash and cash equivalents 3t beginning of the year 7,969,985 1,862,490
Cash and cash equivalents st end of the yeaf 3 1002208 T 460 0B85

Tha sccompanying notes from (1) 10 (33) form an inlegral part of the consolidated financial stalements




BAYAN INVESTMENT COMPANY K.S.C. (CLOSED)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

(ANl amounts are in Kuwait: Dinars)

1 i ; ackbvity

Bayan invesimen] Company (the Patent Company) is a cosed shareholding  company
incorporated by agreement No. 1481/Val 1 dated Juty 21, 1997 and the latest amendmenl on Apn
§. 2005, The Farent Company's commarcial registration number &5 70718 dated August 30, 15997
and i reqistersd as an investment Company with the Central Bank of Kuwall

The principal activites of the Parent Company ae 10 provide investment and  portfokio
management activities for its own aecount and for clents and [nvestmen in real estals

The Parenl Campany's registerad office & at Sousd Commercial Building, P.C. Box No, 104
Al Dasma 35151, Fahad Al-Sakem 51, Area 12, Bullding No. 21. State of Kuwail,

The total number of emplayees of the Parent Company as of December 31, 2008 & 17 (December
31, 2007 19 employees),

These consolidated financial stalements were approved for issue by the Board of Direglors on
March 31 2000 The shareholders' General Assembly hawe the authonty to amend lhese
consolidated financial statements afler ssuance

2 Significant accounting poficies

The accompanying consolidated financial stalements have been prepared In accordance wilh The
intemational Financial Reporfing Standards lssued by the Intemational Accounting Standards
Board (IASE). Significant sccounting policies are summarnzed as follows.

a) Basis of preparalion

The consolidated financial statements are presented in Kuwaill Dinars and are prepared under
Ihe historical cost convention, except that, investments at fair value through income statement,
cerain investments available for sale investments are staled at therr far value The accounting
policies apphed by the (roup are consistent wilh those used In the previous year, excep! for
he changes due o implementation of certain amendments lo revised 145 39 Financial
nstrumants — Recognition and Measurement and IFRS 7 Financial instruments: Disclosuses

The preparation of consobdaled financial statements in conformity with Intemationst Financial
Reporting Standards requires management to make judgments, eslimales and assumplions in
Ihe process of applying the Group's secouming policies Significant atcounting judgments,
estimates and sssumplions are disciosed |n Note 2(y)

148 3 Financial Instruments - Recognibon and Measurement

Effective July 1, 2008, the Group hes implemented cenain amendments o revised |43 39
Financial Instruments — Recognition and Measuremenl. The Group has identified the
deterioration of he giobal financial markets and the consequent impact on the fimaneasd
markets of the Middle East region as a rare situalion resulling in 1he implementation of Mese
Emendments




BAYAN INVESTMENT COMPANY K.8.C. {CLOSED]
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

(Al amounts are in Kuwaill Dinars)

[FRS 7 Financial Instrumants: Disclosures
implementation of the amandmants 10 revised IAS 30 Financial Instruments - Recognition

and Measurement has resulted in additional disclosures under [FRS 7 Financial instruments:
Disclosures In the accompanying consolidated financial statements.

The financial impact of adopling these amendments |5 disclosed in Note 2(c) lo the
accompanying consalidated financial statements

Standards and interpretations issued but not yet sffective
The lollowing 1ASB Standard and Interpretation have been tssued bul are nol yet effecive.

and have nat ye! been adopted by the Group.

IFRS8" fi %

The apolicaton of IFRS 8, which will be effecliva for he annual perieds beginning on or afier 1
January 2009, will resull In disclosure of information lo evalyale the nature and financial
afiiscts of fhe business activities in wiich It ngages and the economic environments in which

it operalas.

|AS 1 “Presentation of Financial Statements” {Reviged)
The appiication of |AS 1 {Revised), which will be effective lor the annyal penods beginning on
or afier 1 January 2008, will impact the presentation of financial siatements 1o enhance 1he

usefuiness of the nformation presented

Amended IAS 27 Consalidated and Separate Financial Stalements (2008)

amanded IA5 27 which will be effective tor annual periods beginning oo or after July 1, 2009
with retrospactive application, requires accounting for changes In ownership nlerasts by he
Group In a subsidiary, while maintaning conteed, o be recognized as an aquily transacbon
When the Group loses control of 3 subsidiary, any interest retained In the former subsidiary
Wil be measured at fair value wilh the gain or loss recognized in consalidated profit of loss

Revised IFRS 3 Business Combinations {2008]

Ravised IFRS 3, which will be effective for business combinations tor which M BCquUIsition
dale is on or after the beginning of (he first annual repenting penad begmning on of after July
1, 2009 with prospective application, incorporales the fallowing changes:

— The definition o 3 business has been broadened. which is fikely 1o resull m more
acquisitions being ireated as business combinalions.

— Conlingent consideration will be measured al fair value. with subsequent changes [harein
recognized in consolidated profit or foss. '

— Transaction costs. othes Ihan shars and debl issus costs, wil be expensed as incurred

— Anty pre-existing Interest in the acquirea wil be measured al far value with the gain or 10ss
recognized in consolidated profit of loss

— Any non-controfiing {minanty) misrest will be measured al gither fair valus, of al s
proportionaie inkerest in he identifiabie assets and latililies of the acquires. on a fransaction-
by-lransaction basis




BAYAN INVESTMENT COMPANY K.5.C. (CLOSED)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMEER 31, 2008
{4l amounts are in Kuwalll Dinars)

b} Pringiplas of consolidar

<bsidiafies ars thosa enterprises conrofied by the Patent Company. Control exists when the
Parent Company has the power, directly of Indirectly, 1o govem [he financial and pperaling
pohicies of an enterpriss 30 88 to oblain benefits from iis activities. The financial stalements of
subsidianes are included In the consolidated financial stalements from the date that control
eflgciively commences untll the date thal control effectively ceases. Infer-compary balancas
and transactions, nciuding inter-company profits and losses and unrealized profils and losses
are eliminated on consolidation. Censolidated financial stalements are prepared using uniform
accounting policies for fike transactions and other evenis in simitas circumslances.

Minorly Intesests in (he net assets of consalidated subsidianes are dentified separalely from
the Groug's equity therein, Minority interests consist of the amount of those interests al the
date of the onginal business combination gnd the minority's share of changes in equily sinca
lhe date of the combination Losses applicable to the minorty In excess of the minoaty's
Interest in the subsidiary's equity are allocated agains! the interests of the Group except 1o Ihe
gxtent [hal the minority has a binding obligation and s able to make an additional investment
1o cover the losses.

The ronsolidated financial stalements include the financial statements of Bayan Invesiment
Company K.5.C. {closed) and the following subsidianes:

Peroaniace of Holdng
Loty of

incorporation 2008 2607
rkan Holding Company (K.5.C.C.) ang its subskharies Kuwait 100% 100%
Arka Irternabonal for Construction Materats Co (KSC.C) Fuwalt 0% 100%
Ak Indusinal and Mining Co.IES.C ) Eqypt 100 100%
NMMW&{EEEE}NHM& LU 100% 100%
A Nowr Skl for Consulling and Traming Co. (WLL) Kyl 100% 100%
A Nour Method Yor Projects Managamant Ca. (W.LL) LT 100% 100%
A Nowr Search for Congulling and Markat Stodies (WLL ) Kapwail 100% 100%
Bunyan Real Estate Company (K80 10 CATR 100% 100%
Soul Al-Ghad lod Advertising Ca: [W.LL) Kbl 100% 100%
O A) Dhatd Holding Co (KS.C.C ) AT . 10

Al Regoatan for Peroleam and Eleciricty Senvices- Co.
mSCC) LT 100% 100%
&l Satera mimmational Consulting Co. [W.LL] Kuiw] 100% 100%
A5 Darah A-Cula Co, (W.LL} Huwil 100% s
&) Onadayah Proect Ca (WLL | K] 100% 100%

Al Sanabel Real Exlate Co WL L (Prevcusly Al Thonenyah
Propect Co. [WLL Hawrail 100% 100
Al Robaysh Froject Co (WLL) Kirwaf! 100% 1,13 7
Al Sedagysh Propecs Co (WLL | Farait 100% 100%
Rayan Tech Co (WLL) LTRSS 100% WO
Ciar Al Ohabi Fesl Estate Co. (L5501 [T - 0%

Bt Moiding Co. (KECC) Kuwid 25.0% 9%




BAYAN INVESTMENT COMPANY K.8.C. (CLOSED)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2008
[l amounts ate in Kuwaill Dinars)

¢)

d)

Peclassification of financial asséls

On Cctaber 13, 2008 the LASB permitted reclassification of same financial instruments rom
one calegory fo anofber in rae cicumstances (Amendments lo [AS 39 and [FRS

T(*Amendment’)

The Group has eiected o apply the amendment effective July 1. 2008 and has rediassified
certan investments held for trading fo avallable for sale investments, The detalls of

reclasshication are as loflows.

Particulars Amount (KD}
Amaunl reclassifed from oivesimants held for Yading o avadable o see
invastments o July 7, F08 &% TAT B35

Far valus o swesiments: rectassibind  from nvesiments held Tor radng 0
availatiy Tor dale ot Decamber 31, 2008 32 345 557

Unvealized gam on investments reciassilied from investments fekd for rading o
avaiiabis for ale thal have been alsady recograzed m e stalament o
income il Jume 30, 2008 1 580 673

Unrealized loss on investments rechizsfed from investmants held lor irading %
avalable for sshe thal would have Deen recognized i he conschdalid
staterent of inpome i Mese Bnancial 353828 had nod been reclassified. {15,062 058)

(nresitred foss on investments eciassfisd from nvestments held for radng io
svallable lor sale moogaized w1 The consoldated statement of changes of
el lee Do perind fom Juty 1, 2008 &0 Cecamber 31. 2008 [ VG ET3.03T)

Cash and cash equivalents

Cash and cash equivalents inclodes cash in hand, depasits held a1 call with banks and olher
short-erm highly bquid investments with original malurities of thiee months o less that are
readily convertible to @ known amount of cash and are subpec! lo an mskgnificant sk of

changes in value:
In Is

The Group classifies ds investments in the following categones: mvestments 2 fair vaiue
hraugh income statement and invesiments available for sale. The dlassification dapends on
the purpose for which the mvesiments were acquined and is delermined al initial recognition by

the management

) Investments af fair value through shalarmen

This calegory has two sub-calsgories: invesiments held for trading, and those designated al
\gir value through statemant of Income at inceplion




BAYAN INVESTMENT COMPANY K.5.C. (CLOSED)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2008
{All @mounts are in Kuwaili Dinass)

i}

An nvestment 1 classified as held for trading if acquited principally for the purpose of selling
i the short term of If i1 lorms part of an dentified portfolie of investments that are managed
togelher and has a recenl achial patiem of shor-term profil making or il s a denvative thal ks
nal designated and effective as a hedging instrument.

An Investment |s desigmated by the management on initial recognition Il such designalion
eliminates o significantly reduces a measurement or recognilion inconsstency that would
otherwise arse o, i they are managed and thew performance IS evaluated and repoited
intermally on @ fair valye basis in accordance with 3 documenled nsk management or
ivvesimant siralegy.

Investments in this calegory are classified as current assels |f they are eiiher held tor trading
af are expected to be reatized within 12 months of the consolidated balance sheet date

Ipvestments available for saie

Investments dvallable for sale are non-dervative financial assets that are eiher designated in
this category of not classified in any of the other categories. They are inciuded i non-curant
s556ls unless managsment intends to dispose of the Invesiment within 12 months of the
ronsolidaled batance sheel date

Purchases and sales of investments are recognized on Irade date — the date on which e
Croup commits 1o purchase or sell the asset. Investments are initially recognized at fair value
plus transacbon costs for &l financial assets not camied al far value through income
statement

After initial recognibon, invesiments at fair value through Income statement and Investments
gvailable for sale are subsaguently carmed al fair valoe The tair values of quoted invesiments
are hased on current bid prices |f the markal for an investment i nol aclive (of for unlisted
securiies), the Group establishes fair value by using valuation lechniques. Thess include the
use of recenl ams length Wransactions, reference 1o olher nstruments thal are substaniiatly
the same. discounted cash flow analysis. and option pricing models refined to reflect the
[ssuer's specific.circumstances.

Realized and unrealized gains and losses from investments al fair value through mEome
sialemant are included In the consclidated statement of income, Unrealized gams and kosses
ariging fram changes i the tair value of invesiments avallable for sale are recognized I
cumulative changes In fair value in consolidated staternent of changes in equity.

Where investments available for saie could not be measured refiably, these ane staled af cosl
less impaiment losses, If any.

Whan an nvesiment avaliable for sale s disposed off of impaired, any prior fair valus earlier
reported in 2quily is ransiermed i the consolidated statement af income.
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An investment (n whole of in par) is derecognized either when: tha conlractual nghls 1o
receive the cash flows from the Investment have expired, of the Group has ranslerred fis
rights 10 receive cash flows from the investment and eithar (&) has transferred substantalty all
ihe risks and rewards of ownership of the investment, or (b} has neither Iransferred nor
retaned substantially all the risks and rewards of the Investment, but has transferred control of
the Investmen! Where the Group has retained conirod, It shall continue 10 recognize the
investment 1o tha extent of s continuing involvement in the invesimenl

The Group assesses af each balance shesl dale whether there is an objective evidence thal 3
financial asset or & group of financlal assels Is impaired. In the case of aquily secunties
classified as available for sale, a significant or prolonged decline in the fair value of the
security below ils cost & congidered in determining whelher the seculthes are impaired 1 any
sych avidence exists for invesiments avadabie for sale, the cumulative loss - measured as the
difterance betwsen the acquisition cost and the curren! fair value, less any impalrmen! oss on
that invesimenl previously recognized in consalidated peofit or loss — s removed lrom
consolidated statement of change In equity and recognized in the consolidated statement of
income. Impairment losses recognized in the consolidated statement of ncome on guadable
ot sale equily insiruments are nat revarsed through the consolidated statement al income

Accounls receivable

Receivables are recognized initially at fair valug and subsequently measured al amorized
cosl, using the aftective rale of retum, less provisian for impaiment. A provision: for
impaiment of trade receivables is established when there is obieclive evidencs hal the Group
will not be able to coBect 3l amounts due acoording o the otiginal terms of the receivables.
Significant financial difficulties of the deblor, probability hat the debtor will enter banknuptcy of
financial reprganization, and defaull or delinquency in payments. are considared Indicalors that
he trade receivable is impaired The amount of the provision is the differénce between the
sssel's camying amount and Ihe present value of estimaled lulure cash Rows, discounted Bl
Ihe: original effective rale of returm The carrying amount of the assel s reduced through the
use of an aliowance account, and the amounl of the oss s recognized in the consolidated
statement of income within general and administration expense. When 2 Irade recewable 5
uncolieclible, it 15 wiitten off against the allowance account for rade recervables. Subsequent
recoveries of amounts previously writen off are credited in the consolidated statement ol
Income.

Inveniones

Inveniones are valued at the jowsr of cost or net realizable value afer providing aliowances
tor any obsolele or slow-moving Hems. Cosls comprises direct matenals and, where
applicable direc! labour costs and Ihose overheads thal have been Incurmed in brnging the
invenlones to their present locetion and condifion. Cost s determined on 2 weighled average
bass.
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h)  lmvestment i associales

Associates are those enlerprises in which the Group has sgnificant influence, bul nol coalrol,
over he financial and operating policy decisions. The consolidated financial statements
include the Group's share of Ihe results and assets and liabilines of associates under the
equity method of accounting from the date that significant influance effectively commences
until the date thal significant influence effectively ceases, excepl when the investment is
classified as held for sale, in which case |t i accounted for under [FRS § Nor-current Assals
Held for Sale and Omsconfinued Operations. Under the equity method, invesiments in
associates are carled In the consofidated balance sheel al cost as adjusled lor post
acquisition thanges in the Group's share of the nel assels of Ihe associale. less any
impairment In the value of individual Investments. Losses of an associale in excess of the
Group's inlerest in that associate (which ncludes any long-tlerm interests that, in substance,
form part of the Group's nel invesiment in the assotiate) are not recognized excepl to the
extent that the Group has an obligation or has made payments on behall of the assaciate:

Gains of losses ansing from transactions with associales are eliminated against The
inyestment in the associate 1o the extent of the Grogp's interest in Ihe associale

Any excess ol the cost ol acquisiton over the Group's share-of The net fair value: of he
Identifistle assets, liabillies and contingen! liabilities of the associale recognized a1 the date of
acquisition is recognized 25 goodwill. The goodwill is included within the carrying amoun ol
the investmant in associates and Is assessed for impairment as parl of the mnvesiment. Any
eucess of the Groups share of the net fair value of the dentifiable assels, liabilibes and
contingent liabilties over the cost ol soquisition, afler reassessmenl s recodnized
Immediately in he consolidated statemeant of income:

\mvestment properpes

Investment properties, which are properties, held lo eam rentais andfor Tor capital
appreciation, are camed al cost, which inciudes purchase price and tansacion costs less
accumulated depreciabon and impaimment losses Land on which the investment property 15
erected (5 not depreciated. Depreciation Is computed on 2 straight-line basis over he uselul

life af the bulidings.

Investmenl propenies are derecoanized when either they have bean disposed of or when the
investmenl propety is permanentty withdrawn from use and no fulre economic. benefit is
gxpected om s disposal Gaing of losses ansing on the relirement of disposal of an
investment property are recognized in the consolidated statement of income.

4
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i

k)

Propery under development

Property acquired, constructed or i the course of construction for sale are classified as
property under cevelopment.

The property is considered o be completed when all related achvities. including fhe
Infrastruciure and facllities for the entire property, have been compleléd. Al hat stage, the
total asset value 5 eliminated from property undar development.

Fixed ascets

The inltial cost of e assels comprises s purchase price and any directly attibutable costs
of bringing 1he assél 1o s working condition and location for its intended use, Expendilures
incurred alter the fixed assets have been put inlo operation, such as repairs and maintenance
and overhaul costs, are normally charged to consolidated income In the period in which the
costs are incurred. In situations where it can be clearly demonstraled thal the expenditures
have resulled in 20 incréase in the future econamic benelits expected to be oblaned from the
use of an fem of fived assets beyond ils originally assessed standard of performance, the
axpendilures ate capitalized as an additional cost of fixed assels.

Fixed assels are stated at cost less accumulated deprecialion and impairment losses, When
sesats are sold o retired, their cost and accumulated depreciation are eliminated from the
accounts and any gain o loss resulting from their disposal is incladed in the conschdated
statemen! of income

Depreciation is compuled on a straight-lne basis over the estimaled usefyl lives of other fixed
aasels as lollows.

Assals category ~ Years
Bullding 20
Machine and equipment 10
Vehicles 3
Fumitura: and compulers 3.5

The useful lives and depreciation method are reviewed perodically tu ensure thal the method
and period of depreciation are consistent with the expecied patlem of economic benefits from
ftems of fixed assats.

) Impairmen! of Bssals

At each bistance sheel daie, the Group reviews the camying amaunts of its langibe assets o
determine whether there 5 any indication thatl Ihose assets have suffered an impaimant oss
If any such indication exists, the recoverable amount of the assel & estimated In order lo
determine the extanl of the Impairment joss (if any) YWhere it i nol possible o estimale the
recovirable-amount of an individual assel, the Group estimates the recoverable amount of the
czsh-penerating unit 1o which he asset balongs.
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Racoverable amount i Me higher of the fair value less costs 1o sell and value in usa. In
assessing value in use, the eslimated future cash flows are discounted 10 heir present valse
usinig & discount rate that reflects current market assessments of the me valus of money and

the risks specific 1o the asset

If the recoverable amount of an asse! (ot cash-generating unit) is estmated 1o be less [han ds
carrying amounl, the carying amount of the assel (cash-generaling unit) 15 reduced o its
recoverable amount, An impairment loss is recognized mmediately in the consabdated
statament of ifcome, Uniess the relevan! assel s carried at 3 revalued amount, In which case
the impairmen! |oss is Ireated as 3 revaluation decrease

Whiere an impairment loss subsequently reverses, the carrying amount of Ihe assel {cash-
generating unit) is Increased 10 the revised estimate of is recoverable amaunt, biut 50 that the
nereased carrying amoun! does not exceed the camying amount thal would have been
determined had no mmparment loss been recognized for the 3sset (cash-generating unit] in
paor years, A reversal of an impalrment loss (s recognized immediately in the constiidated
statermant of income, unkass the relevant asset is carmed at 3 revalued amount, in which case
e reversal of the impalmment loss s reated a5 & revabiation increase.

m) Barmowings

P

Bomrowings are miliafly fecognized al fair value, which represents the proceeds received, nel
of ransaction cosls incurmed. Subsequently, borrowings are stated at amonized cost using the
effeclive yigld method Any difference between proceeds and the redemplion value s
recognized in the consalidated statement of income over the penod of the bomowings

Accounts payable

becounts payable are mcognized wnitisfly at fait value and subsequently measuted al
amarized cost using the effective inlsres! method

End of service indemmity

Provision s made for amaunts payable lo employees under the Huwail Labor Law n he
privale seclor and employee conlracts. This fiability, which is unfunded, represents the amount
payable 10 each employee as a result of mvoluntary temmination on he balance shee! dale,
and spproximales the present vaiue of the final obligalion,

Provisions

A provision 15 recognized when the Group has a present kegal or constructive obligabion as a
resull ol 3 past even! and it is probable that an outfiow of resources embodying economic
benedits will be requined 1o settie the cbiigation, and a refisble estimate can be made of the
amaunt of the abligation. Provisions are reviewed at each batance sheel date and adjusted lo
reflect the cument best estimate. Where the effect of the tme valle of money i malanal, the
amount of a provision is e present value of (he expenditums expecied o be required 1o

sallly (he Sbligaon
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q) Treasury shares

fl

5]

Treasury shares consist of the Parent Company's own sharas that have betn Ssued,
subsequently reacquired by the Parenl Company and nol yel reissued or cancelled. The
treasury shares are accounled for using Ihe cost method.  Under the cosl melhod, e
weighted average cost of the shares reacquired is charged Ic a conlra equity account. When
the treasury shares ate relssued, gains are credifed o a separate account in equity (gain on
sale of treasury shares), which is not distributable. Any realized losses are charged to the
same account lo fhe extert of the credit balance on thal account. Any &xcess losses are
charged 10 relained eamings then reserves

Gains realized subsaquently on the sale of treasury shares are first used 1o offsel any
recorded losses in the order of reserves. retained eamings and the gain on sale of treasury
shares acoounl No cash dividends are paid on these shares The issue of bonus shares
Increases [he number of treasury shares proporlionately and reduces he sverade cOst per
share without altecting the 1otal cost of treasury shares.

Where any Group's company putchases the Parent Company’s equity share capital (reasury
shares), The consideration paid, including any directly attribulable incremental cosls =
deducted fram equity attributable to the Parent Company's equity holders uniil the shares are
cancelled or reissued. Whete such shares are subsequently reissued, any consieration
received, nel of any directly atiributable ncremental transachion costs, 15 inciuded In equity
attributabie 1o the Parent Company's equity holders

Seqment repotting

4 ssgment Is a distinguishable component of the Group that s engaged aither In praviding
products of servces (business segment), or n providing products and ggrvices within 2
palicular eoonomic environmani (gesgraphical segment), which is subject 1o risks and refurns
that are different from those of olher segments

: ”

Revenue comprises the fair value of the consideration received of recervable on the sale of
Investments of services refiderad in the ordinary course of the Group's activibes

The Group recognizes revenue when the amount of revenue ¢an be reliably measured, |t s
probable that future economic benefits will flow to the entity and specilic eriterta have been
me! for each of the Group's activiies as described below. The amount of revenue is nel
consdered lo be relishly measurable until all contingencles relating 1t the sale have been
resoived  The Group bases its estimates on fistoncal resulls taking into consideralion the
type of customers; the type of iransaction and specifies of each arrangement.

Galn on sale of investments
Gain o sake of invesiments is measured by fhe difference between the sale proceeds and he

carmying amount of the investment sl the dat of disposal, and is recognized &t the time of the
sale
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Dividend Income
Dividend income is récognized when the nghl 1o receive payment 15 established.

Rendering of sarvices
Revenua from maintenance contracts is recognized when the service is rendered.

Interest Income
Interest income is recognized on a time-proportion basis using Ihe effective imeres! method.

Management fees
Managemen| fees ang recognized on acCrual Bas:s.

Other income
Fees and commission income and consultancy revenue is recognized at the time the relaled

sorices ale provided.

1) Fofelgn currencias

Foreign curtency ransaclions are transtaled inlo Kuwaill Dinars al rates ol exchange
prevailing on the date of the (ransactions. Monetary assets and liabiibes denominsted n
fareign curmsncy at the consolidaled batance sheel dale are retranstated nlo Kuwail Dinars 3t
rates of exchangs prevallng on that date. Non-monetary lems camed at fair value that are
denominated in forsign currencies are retransiated at the rales prevadling on the date when the
lair value was determined. Non-monetary ilems that are measured in terms of histonical cost in
a foreign cumency are not refransiated

Exchange differencas arising on the satilement of manetary dlems. and on the retransialion of
moratary ltems, are included in consolidated profil o ks for the year, Transiabion differences
on non-monetary ilems such as equity investments which are classified as invesiments al {ait
value through income statement are reported a5 parl of the fair value gain or lpss. Translkation
differences on non-monetary iems such as equity invesiments classified a5 avadtable for sale
are included in “cumulative changes in fair value® in the consaldated stalement of changes n

equily

The assets and liabilities of the lorsign subsidiary are transiated nfo Kuwaill Dinars at rates of
exchangs prevaiing 51 the consolidated balance sheet dale, Tha results of the subsidiary an2
iranstated into Kuwaili Dinars at rales approximating the exchange rates prevailing al the
dates of Ihe transaclions, Foreign exchange differences anising on Iranslation are recognized
directly in the consolidated statement of changes in equily. Such transiation differences are
recoanized in consolidated profit or loss in the year n which the foteign operation Is disposed
ol

Goodwill and lair value adjesimenis arising on the acquisition of a foreign enlity ane ireated as
asse1s and ligbilties of the foreign entity and translated at the closing rate at the date of the

consolidated balance sheel.
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"

¥l

iduciary assels

Assets held In trust or In o fiduciary capacity are nol freated a5 assels of e Group and
aceardingly are nol incloded in these consofidated financial statements.

Fnancial instnurnents

Financial assels and financial liabilities camed on the consaiidated balance sheet include cash
and cash equivalents, investmenls, accaunts receivabée. due to banks, bonds and accounts
payable The accounting polickes on recognion and measurement of these ilems are
disclosed in the respactive accounling policies found in ts Note:

Financia nstruments are classified as fiabilitles or equity n accordance wih the substance of
Ihe contractual arangement. Distibutions o holders of financial instruments classified as
equity are charged directly 1o consolidated equity, Financial mstuments are offsel when the
Group has a lagatly enforceable right 1o offset and intends fo seffie edther on a nel basis or 1o
realize the asset and saltle me |lability simuyltaneously

Borrowlng cosls

All Barrowing costs are recognized in consolidated nel profil of loss in the penad in which they
are Incurred.

Caonlingences

Contingen! labdities are not recognized | the consolidated financial statements. They are
disciosed except when the possibdity of an outflow of resources embodying economic benefits

5 remole

# contingen! assat is nol recognized in [he consofidated financial stalements bul disclosed
when an infiow of economec benefits 1= probable.

Significan! sccounting estimates and judgments:

The Group makes judgments, estimates and assumplions concerming the fulure. The
preparation of consobdated financial statements in conformity with Inlernational Financial
Reporting Standards requires management 10 make |udgments, estimales and assumplions
that affect he reporied amounts of assels and (labiibes and disclosure of conlingen! assefs
and liazbllities 2t the date of the consobdaled financial statements and he reporied amounts of
revenue and expenses during the year Actual results could differ from the eslimates.

a) Judgments
Il hie process of applying the Group's accounting policies which are described in note 2,
managemen has made he following judgments that have the most significant eflect on
thie amounts recogmzed in the consolidaled financial statements
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B)

)

)

Revenus Recognition
Revenue is recognized to the extent It 1s probable that Ihe economic benefits will flow

ba the Groug and Ihe revenue can be refably measured, The determinabon of whelher
he revenus recognition crlera as specified under [AS 18 are mef requires significant

[udgment.

Classificaton of investments

On acgumsiion of an investment, the Group decides whether |t should be classified a5
*at fair value through statement of income” of "avallable for sale™. The Group foliows
the: guidance of [AS 39 an classifying its invesiments.

The Group classifies investments as “al fair value through income statement” if they
arg acquired primanily for the purpose of short term peofil making or If they are
desigriated al fair valus through statement of income al inceplion, provided thesr lai
values can be refiably estmated. All ather invesiments are classified as “available for
sale”

{iil) Impairment ol investments

The Group treals “nvesimenits available for sale’ a3 impaired when there has been a
significant or pratonged decting in the fair value bedow its.cost. The determination of

what is *significant” or *profonged” requires significant judgernent

Estimation and assumplions

The key assumptions conceming the Mrure and other key soutces of esfimation
uncestainty at the consofidated balance sheel date, that have a significant nsk of causing
a material adjusiment 1o the camying amounts of assets and liabilities within The nex]
financial year are discussed below.

(1} Fair value of unqueled equily invesiments

If the miarket lor a financial assel s nol active or not avallable, the Group establishes
fair value by using valuation technigues which include the use of recent arm's length
ransactions, reference 1o other instruments that are substaniially the same, discounted
¢ash Now analysls, snd opton picing models refined 1o reflect the [s3uers specilic
sircumstances This valuation requires the Group fo make estimates aboul expecied
future cash flows and discount rates thal are subject to uncertainty.
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Cash and cash equivalents

2008 207
Cash on hand and &l banks 2.276,333 B24.327
Cash with fmanceal instilubons 214,056 Bo 2R
Shor term deposit 511,818 7 (56,384

3,002,208 7 965,985
The sffective interest rate on short term bank deposits was 5% per annum (2007 — 5.03%) The
deposits have an average maturily of 31 days.
There is no ditferenca between the fair value and the camying value of cash and cash equivalents as a!
December 31, 2008,
Investments a1 fair value through incomi stalement

2008 AT
Quoted securities 4,166,471 SA025.9%
Portfolios 1,141,072 2.835,263
Fuilufa portiolic 253,597 1,215,015

5,561,140 58,976,274
The camying amounts of the above Investments sre classified as falitws.

2008 2007
Held for trading 4166471  589255%
Designaled at far value 1,394,669 4,050,278

5.561,140 58,576,274
The movement during (he year is 85 foflows:

__ 2008 2007

Batance al the baginning of the year 58,976,274 59,518,195
Agdiions 44,762,695 £1.016.681
Disposals (44,578,601) {51,959 906
Changes in fair value (Mote 21) (3,682,680) 504,871
Reclassifisd the investments available for sale (Nole G (49,747 536) 2
Foreign currency transialion 10,988 [106.569)
Balance al the end of the year 5,561,140 58,976,274
Accounts receivable and other debd balances

2008 2007
Trade recalivable 505,129 360,658
Amounts paid for invesiment in COMPanies UNder iNCormaoraon 1,078,700 750,000
Bcrued fees Income 72,472 48,222

1,956,101 ! 188 880
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§  [nvesiments avallable for sae
2008 2000
Chuoked securities 36,448,814 16,939,125
Unquoted secuntes 15,506,395 20073788
Potlolios 7,939,447 9,802,379

59,694,656 45,815,290

Quoted securities available for sale Includes investmen rectassified from Investments held for trading
amounting 1o KD 48,747,536

The movement dunng the year Is as follows:

o008 20
Balance &t the beginning of the year 45,815,292 82,397,784
Additions 3.596,777 5482168
Disposals [@.501.222)  (7,502.477)
Changes in fair value (24.240,034)  [4.572483)
Reclassified rom investment held for trading {Nole 4) 49,747,536 -
Impairmant loss fof investiment available lor sate (10,523,693) o=
Ealance at the end of the year 59,894 656 45 815,29¢

It was not possible to rellably measure fhe fair value of unguoled securies amounting lo
KD 15,506,365 {2007 - KD 20,073,758) due 1o non availability of a reliable method that could be used
to determine fhe falr value of such investments. Accordingly, they were slated af their cost jess

Impairment losses

Dunng the year, the Group recognized Impairment loss for its guoted and unquoted secunties
amounting to KD 4, 935,892 and KD 5,583 801 respectively,

Inveslinent in associates
invesiment in associales represantad by

Country of {ramarship

incorporation percantage 2008 _oar
Future Voice Madia Producticn (W LL ) Kuwail 45% 900,000 500,000
Dar Al Dhabi Holding Co. [K.5.C.C) Kuwail 37 319% 22,916,768 -
Idea Markating Co. Adel Abdul Aziz Al
Muktalzem and Parrens WL L Kuwai 51 i

23,816,769 400,000

L 1ol
e
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The Group's interests in its associates as at December 31, 2008 were as foflows:

Assets ety Netassets

Marma of o gsspciaias 2008 2007 c00E 2007 e a7
Diar & Dhati Hikgng
Co. (H.5.6.0) 47,075,038 . 7,865,407 - 8.163
Idea Maafing Co Adel
Ao iz Al
Tikhaszer am]
Partners W LL 1,080,000 = 3041370 - {61,270}

50,159,038 - 11,007 877 - 35,131,361

Rirvenuds L Resuie
Hime of the 20048 2007 2008 2007
Dar A Dhatn Hedding Co. (KS.CC) 471,286 . {37.548)
ez Marketing Co. Adel Abdul Aziz Al
Mukhaizern and Parfners WLL 6,705,069 - {127 4549}
6,982,355 - {165,047

The movemeant dunng the year is a5 follows:

08 2007

Batanca at the beginning of the year 800,000 -
Additions 37,859,988 &S00, 00
Transkes from accounts receivable 127,500 .

Effect of subsichary résulling v an associales 1,225,269

Elimination (16,183,605)

Share of resylts from associales (112,184) -
Balance at the end of the year 23.816,769 00,000

The Group had not accounted for any share of results from s assccimtes Future Voice Media
Production W L Since the assotiale had nol yet commenced operations

Invesiment In Jdea Marketing Co. - Adel Abdul Aziz Almukhaizim and Partners WLL s classified a3
investment In associate even thaugh the percentage of holding t& 51% since the parent company had
no control on the managenal and financial policses and decisions of Ihe Invested company es
mentioned 1 the Article of Association of dea Markeling Co. - Adel Abdul Aziz Almukhazzim and
Partnars WL L

Share of loss from associate idea Marketing Company and Partners W LL. had eaceeded ihe amount
of he investment and hence the mvestment is camied at KD 1 in the consolidated financial stalements.

Dunng the year ended December 31, 2008, Dar Al Dhabi Hoding Co, (K3.CC), previously wholly
owned subsidiary of Bayan Investment Company K.S.C. (Closed) increased is share capital from KD
1,000,000 to KD 100 000,000 and the parent company subscribed for KD 38,138,121 and the olher
shareholders subscribed for the remaining portion of he share capital Accordingly, the investment |n
Diar Al Dhsbi Hoiding Co. (K.5.C.C.) had been accounied as an associals.
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{Adl amounts are m Kuwal Dinars)

8,

I ni in unconsolidat |anes
Country of  Percentage
mtion  ofownership 2008 2007

Bahry Med:a Network K.5.C.C. Kuwail E5% 650,000  &50000
Arkan Silioon Carbid Producton Co.
(2S.C.) Qatar 100% 150,249 159240

809,249 80D 240
Provision agansi  Bahry Media
Metwork (K.5.CC ) (650,000) (650,000

159,243 150 245
The Group hiad nal consofidated s investment in Arkan Sibcon Cartid Proguction Co. (Q.5C ) since
the subsidiary had not yel commenced operations.
Propearty under development

Duning the year ended December 31, 2008, Bunyan Real Estate Company (K 5.CC ), subsidiary of
Bayan Investment Company K.5.C (Closed) sold part of property under development with 2 carmying
value of KD 43,756,442 1o Dar Al Divabi Real Estate Co. (K 5.C &), associate, for 8 total amount of
AED 1735815550, During the year Bunysn Resl Estale company KSCC received AED
1 319,608 759 equivalen! to KO 87,122,569 resulling in a gain of KD 43386127 The Group had
recognized KD 27.182.322 after the elimination of KD 16,183 805 bewing 37.310% ol the gan
represenling the percentage of mvesiment in associate. The remaining amount of AED 416,208 B0
equivatent to KD 31,314,659 wouid be recalved in four mstafiments during 2009 and 2010 and would
be accounied as gain al the time of receipt ol his amounl.

The movement dunng Ihe year is as lollows:

2008 2007
Baiance at the beainning of the year 41,426,656 -
Additions 4,545,521 41453982
Disposals (43,756,442} :
Transter bo fived assels (2,052,599)
Foreign cumency franslation 14250 (47356

Balance al the end of the year 477 386 41 426,656




BAYAN INVESTMENT COMPANY K.5.C. (CLOSED)
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(&l amounts are in Kuwail Dinars)

10 Investment properties
2008 2007
Casl 20,300,000 20,300,000
Less: Impaiment loss [1,931,567)

18,368,433 20,300,000

Investment properties represent tand which 5 held cumently for tulire: expansion of for sale in the
books of Bunyan Real Estate Company (K.5.C.C.) (subsidiary) and is nol considered as residential
spartments which i prohibited from baing invested according 10 the Commercial Company's faw,

The investment properties which are owned by Bunyan Real Estate Company {K.5.C.C \. (subsidiary]
are pledged against loan granted by a local bank (Note 12).

The movemen! during the year s as follows

2008 2007
Balance al the beginning of the year 20,300,000 19729200
impaimment loss for Invesiman! properties (1,831,567) -
Reversal of impairment oss of invesiment propertes . 570800
Balanoe af the and of the year 18,368,433 20,300,000

The fair value of the nvestment properies as of December 31, 2008 amounted to KD 18,358 433
(2007 - KD 21,009,967) based on the average of three ndependant valuations
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BAYAN INVESTMENT COMPANY K.5.C. (CLOSED)
NOTES TO CONSCLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2008

(&1l zmounts are in Kuwaili Dinars)

12 Due i banks
2008 2007
Cymren| portion:
Loans 26,000,000 2, 345 455
Over drafl facilibes 8,290,950 1241704
32,290,850 40,587 200
Non qurrenl porbon
Loans _ 6908750 23835000
39,199,700 70,422 200
Average effective Inleres! rale £.35% B 19%

The Group has pledged investment properties as collaleral against loans granted by a local bank {Note
10}

13. A ahie and other credit balances
008 207
Trade payaties 943,156 2,104,692
Accrued expenses 1,562 803 263469
Accrued Inferas! 615,736 560,539
Dividends payable 345,646 487 651
Accrued stalf leave 98,068 48,330
Payable 1o Kuwait Foundabon for Advancement of Scences 61,566 61,566
Zakal payable . 4238
National Labar Support Tax payable 223,148 110,434
Board of Directors’ remuneration 70,000 T2.000
3927163 3NN

14, Bonily

Thiis rapdesents five years bonds ssued a1 the date of January 12, 2005, al par camying 8 fixed rate of
interes! of 5.5% per annum for The first three years, and a floating rate of 1 5% per annum abdve
Central Bank of Kuwall Discount Rale for he remaining two years These will mature in February
2010 and the Parent Company will have {he right lo redeem all or some of the bonds on or after the
end of the third year of issuance of the bonds at 100% of ther prncipal amount, The Bonds are alsa
subiiect to redemplion in whole at their prncipal face amoun! (plus any accrued interest) al the option
of the Parent Company on any interest payment date in 1he event of certain change affecting faxation
laws If tha State of Kuwall The value of this redemplion feature is interdependen! and has nol been
acoounied for separately rom the hosl gebl instrument, Imerest is payable semi-annually n armagrs
on August 3 and February 3 of every vear.
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{All amounts are In Kuwaili Dinars)

15  Provision for end of service indamnity

2008 2007
Balance al the begnning of the year 207477 203.735
Charge for the year 183.241 77T
Transfer 1o refated parfies (5,892) -
Provision no longer required {1,044) .
Paid during he year (7,586 (T4.287)
Balance al the end of the year 375,806 207 AT7

16 Share capital

The Parent Company's authorzed, issued and paid-up share capital comprises ol 392563 910
shares (2007 - 356.967 187 shares) with a nominal value of 100 fils each

17, Treasury shares
2008 2007
Number of shames 7218193 14,8065 123
Percentage 1o ssued shares 9.48% 4.20%
Marke! value (KD) 4,987,318 4 058 402
Coslt (KDY 8,019,773 3.1B8.057
18. St ESEre

As tequired by Commercial Companies Law and the Parent Company's Artictes ol Association, 10%
&f the profit lor the year attributable o equity holders of the parent company belore conlribulion fo
Kuwait Foundation for Advancement of Scienices, contrbution lo Zakal, Nabonal Labor Support Tax
and Board of Oireciors’ remuneration s transferred 1o statutory reserve. Such Iransfers may be
discontinued when the reserve equals 50% of share capital This reserve I3 nol avaiabie for
distnbution ewcept for in cerlain cases stipulaled by law and the Parent Company's Articles of
Associalion

19 Voluntary reserve

As recuired by the Parent Company's Anticles of Assocration, 10% of net profil of the year atinibutable
I equity halders of the parent company before contribution to Kuwait Foundaton for Advancement of
Seiences contribulion 1o Zakal, National Labor Suppor Tax and Board of Directors: remuneration o
be transferred To voluntary reserve and i's subject o the approval of the General Assembly. Such
annual transfers may be discontinued by a resolution of the sharsholders’ General Assembly upor
recommendation by the Board of Direciors.
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(Al ampunts are in Kuwall Dinars)

20.

21

General assembly and groposed dividends

The Board of Direclors meeting hekd on February 11, 2008 propased the distribubion u«f zash dividend
of 10 fils per shate for the year ended December 31, 2008. This proposal is subject 1o the approval of
the sharehobders' Annual Ganeral Assembly

The shareholders General Assembly held on Apnl 20, 2008, approved fhe distnbution ol cash
dividends of 10 Fils per share and bonus shares of 10 shares for every 100 shares heid for the yaar

ended December 31, 2007

Mel investrenl income

2008 2007
Dividend Income 4,777,302 3993871
Unrealized (loss) gain from investments at fair value through
Income stabement (Mote 4) (3,682,880) HH T3
(Loss) gain on sale of investments at tair value through income
statemenl (388,444} 2710970
Gain on sale of investments available for sale T4B 468 GBS 253
1,254,448 14,103 767
Managemen| legs

The major part of the management fees recognized dunng the year 2008 represants the Parent
Company’s sharg of the fees obtained for providing financial advisory services as per an investmen|
structune agreement

General and sdministralive expenses
Stafl costs included in general and administrative expanses are as foliows:

2008 2007
Salanes and wages 1,152,550 TiT.220
End of sarvice indemmity 183,241 74,290
Oither 78,09 183,240

1,413,881 1,004,750

e
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24, Contribution lo Kuwail Foundation for the Advancement of Sciences

Contribution 1o Kuwait Foundation for the Advancement of Sciences s calculated at 1% of the profit of
the attributable 1o Parent Company after deducting fis share of income lrom shareholding subsidianes
and associales and fransfer to statulory resenve. Mo KFAS has been provided since [here was no
profil on which KFAS could be calculated.

2008 i
Profit for the year atmbutable o Parent Company's
shareholders before coninbution 1o KFAS, NLST. Zakat and
Board of Directors' remuneration 11,480,572 7775435
{Deduct) Share of results from & subsidiary subject 1o KFAS (41,705,311} [B41.352)
{Deduct) the transfer to statutory reserve (1,148,057} {777.545)
{31,372,796) 8,156,585
KFAS rate 1% 1%
KFAS - 61,566

25, Conlribution lo Zakal

Contribubion 1o Zakat is calcutated at 1% of he profil of the attributable lo Parent Company before
confribution 1o Kuwall Foundation for Advancement of Sciences, National Labor Support Tax, Boand
of Directors’ remunération alter deducting its share of Income from shareholding subsidianes and
associales In accordance with Minisiry of Finance resciution No. 5872007 eftective December 10,
KT, As of Decembar 31 2008, the Group had not accountad for Zakat due 19 losses after deduction
of share of result from subsidlianes subject o Zakal

25 National i Tax
National Labor Support Tax is calcutated al 2.5% of the profit of te Parent Company and after

deducting its share of income from listed sharehalding subsidiaries and associates, dividends from
Kuiwaill llsled sharshalkding comgpianies and compensation clatm from UNCC

2008 2007
Profit foe the year before contribution to KFAS, NLET and
contnbution 1o Zakat attributable to paren company 11,480,572 7775 486
(Deduct) dividends received from listed shareholding companes in
Kuwa Slock Exchange _[2554655) _(3356,113)
88BHT  _ 44NTITS
NLST percentage 5% 2GR

NLST share T 223,148 110438

W0
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&7

Eamings pet share

Eamings par share is calculated by dividing the net profit for the year attributable 1o Paren| Company
shareholdars by the weighted average number ol shares quistanding dunng he year,

2008 2007

Net prafit for the year attnbutable to Paren! Company's shareholders 11,187 424 7527 248
Shares i Shares

Number of outslanding shares at teginning of the year 356,967,187 356,967 187
Banus shares 35,686,718 35 696,718
Less: Weighted average number of reasury shares {24,858.491) (16,648,455
Weighted average number of gutstanding shares 367,805.413 376,015.451
_Fils O FE

Earming per share 30.42 2002

Eamings per share reported faz the year ended December 31, 2007 was 22.02 belore retroactive
adjustmen relating to the issue of bonus shares (Note 20)
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28. Related partiés transactions

The Geoup has entered Inlo vanous transactions with related parties, | e. shareholders, key managemen! personnel. associales and other related parties. i

iha pormal couwse of ils busmess. concerning financing and other related services, Prices and lerms of paymmeent are approved by the Group's management.
Sagnificant related party transactions and balances are as follows:

Ky
management
personnel  AssoCiales 2008 2007
Balance included in the consolidated balance sheet
AGCounts recatvable - 1,078,700 1,078,700 -
Due fram refated parties . 879181 8,791,811 70,500
Payabia and other credll balances 245000 - 245,000 .
Transactions included in the consolidated income statement
t5@in on sake of property under develspmen . 27 162,322 27,182,322
Serrvice income - 16,254 76,259 .
General and adminisirative expenses 175,000 . 175,000 =
Key management compensation: o087
Salaries and other short term benefits 441,158 274473
Tarminal benafits 133.191 14,383

574,345 88 836
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29 Fiduciary assets
L . -
Customers’ portinlios 21,639,706 34,202,300
Investment hunds 7,288,612 11,834 892

28,028,318 46047190

30. Financial instruments and nsk managemen!

In the narmal course of business, the Group uses prmary financial insiruments such as cash and
cash equivalents. Investments, abcounts recelvable, due from related parties, due 1o banks, accounts
payable and loans and as a resull, is exposed o Ihe nsks indicated below. The Group currently does
not use denvalive financlal Instruments [ manage iis exposure lo these nsks

a)

b)

Interest rate risk
Financial instruments are subject fo the risk of changes in value due [ changes in [he level of
interest The effective interest rales and e penods in which interest bearing financial assets and

liabilties are repriced or maturne are indicated in 1he respective noles.

The faliowing 1able demonstrates the sensilivity lo & reasonably possible change in interest rates,
with all other vanables held constant, of the Group's profll (through the impact on fioating rate
borrowings), There is na impadt on Goosup's equity

increase | Loan f deposit

(Decrease) In Balanice on
. Yoar ___interest rate December 31 Effect on profit
KD Loans 450 basls points 12,180,950 £ 161,455
USD Loans 130 basis points 6,908,750 £34.544
KD Tima doposit +50 basis paints 1819 £2.550
2007
ET I na &5 hasis poifite AL EAT W) T R
UED Loans 50} basis points 4,835,000 +M 175
KD Tirmer chposit 250 bragis pidnlz 7,056,284 £35.280
Credit risk

Ceedit nisk Is the risk thal one party lo a financial instrument will fail to discharge an otiligation
causing the ather pay 1o incur a financial loss. Financial assets which potantially subject the
Group la credit dsk consist princepally of short time deposil. accounts receivabiles and due from
related parties. The Group's short fime deposits are placed with high credit rating fnancial
mslitutions. Receivables are presenied net of aliowance tor doubiful debis.

The Group's maximum exposure ansing from default of the counter-party is limiled 10 the carrying
amount of shortiterm deposits, receivables and due from related parthes

P
aF
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Kuwaill
G.CC.
Uniled States ol Amerca

Europe
Other

¢} Fareign currency risk

Assets Liabilities

2007 2008 2007

112,938,436 122309583 56,594,009 B7.507 596
5,935,032 46 557 402 6,908,750 5,835,000

1,224 816 2 786,448
2,317 957 2,784,083
2,969 965 2,257 618

125,386,206 177065132 63502750 5434250

The Group incurs loreign curmency risk on transactions (hal ame denoménaled in a curmency other
than the Kuwaili Dinas. The Group may reduce its exposure fo fluctuations i foreign exchangs
rales Ihrough the use of dervative financial mstruments. The Group ensuras that the net axposung
5 kept 1o an acceplabile level by dealing in curmencies thal do not flucisate significantly against the

Kuwalll Cinar

The lollowing table demonstrales the sensitivily lo a reasonably possible change n the foreign
gxchange between forewn cumences and Kuwad Dinar.

Ingrease |
(Decrease)
Year against Effect an equity
2008
uso 5% £225081
EUR 5% 74,577
AED 5% +B4 943
2007
Ush 5% L2244 077
EUR t5% £73,758
AED 5% +87 084
d) Liquidity risk

Liquidity risk Is Ihe risk thal the Group will encounter difficulty in rasing lunds to meet commitmeants
associated wilh financial instrumenis, To manage Ihis risk e Group periodically assesses he
financial viabilly of customers and Invests in bank deposits or ofher investmenis that are readily

realizable.

Liquidity risk management jirocess
The Group's liquidity management process, as carmed oul within the Group includes
+  Day-o-day hunding, mariaged by monitoring future cash llows lo ensure [hal requirements can be

mit

Maintaining = portfofio of highly marketabie assels hal ¢an easlly be liquidated as protechon
against any untoresesan intemuption 1o cash fiow,

Monitoring batance shaet liquidity ratics sgainsl internal 3nd mgulstory reguirements; and
Managing (he concentration and peofils of debl maturities
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[ e s i Mol Dinmrs)

The maturily profile of assets and liabilties as of Decamber 31, 2008 was as follows

From 1 From 3 Fram
Upta i manth o 3 maonths to ftod More than 5
~ month manths 1 year yaars years Total
Aszats

Cash and cash equivalants 3,002,208 - - - 3,002.208

rrvestments at fair value heough income
Sindamen] 5561140 - - . - 5561140
Acoonts receivable and other debit balances . . 1,856,101 . . 1,856,101
foveniones - - 350,435 . 350,435
Dt froim refated parties - 1,136,909 8,654,922 - - 9,791,811
Irvestments available for sale . . - 59,594 656 - 59,894 656
frvestmant in 2ssociates . . - 23,316,769 . 23,816,769
investmient i unconscidated sulsafianes . - - 159,249 - 159,245
Proparty undér developmant - . - 477,386 47T 386
Inwestment propedties - - . 18,368 433 18,368,433
Fixed asseds - - e 2,007 938 2,007,998
B,563,348 1,136,909 10,361 458 83,870,674 20,853 817 125,386,206

abillhes

[ to banks . - 32,290,850 6,908,750 . 39,199,700
Aconunts payable and other credit balances - 1,117,821 2,808,242 - - 3,927,163
Bonds . . . 20,000,000 . 20,000,000
End of service mdemnity - e - L. 375,896 375,896
- 1,117,921 35,100,192 26,308 750 375.896 63,502,759

35
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The malunty profile of assets and hiabdities as of Jecember 31, 2007 was a5 follows,

From 1 Fram 3 From
Uptot month 1o moaths o 1 s More than §
it manths year years _ years Tatal
fusels.
Cash and cash equivalents 7GR 045 - 7,969 985
Ivvestments at Lur vadog through income _
statemant 68,976 274 . S8.976 274

Accounts recéivatie and other debil balance: . I, 188880 - 1 188 880
nveniones . 250,758 . 250,758
Dlue from retated paries 10,500 . . - 70,500
imvesiments available for sale . 46,615,292 . 45815 292
Investmond n assocaabes - - G00.000 . S0, 000
[rrvestment in unconsalidaled subsidianas - 158 249 . 150,249
Propedty under development . . 41,426,656 41,426 656
Imviestmen propéres - 20,300,000 20,300,000
Frued a=oals & . - " 3?"‘433 ;?53&

65,846 259 F0.500 A3 638 45 274 541 61,764,104 177085 132
Liahimes:
Due i hanks 23351 494 17235704 20 835,000 70422200
Aooiunts payable and olher credi balances 1,487,741 2225478 1713219
Bonds : - . 20,000,000 - 20,000, BO0
End of service indemmny = 1 2 e gt

24.839.217 = 12461 1E2 49 835 000 277 84 242 506
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Analysts of Group's contingant abilities and commitments by remaining coniractual maturibes:
December 31, 2008

1-5
___ Contingent Liabilities & Commitments _ Yyears Total
Unealied capdal for investments 706.299 706,299
Letters of guaraniee 4,109,833 4109503
Dacesmbar 31, 2007
i-5
Cantingent Liabilities & Commitments years Total

Uncaled capeat for investments 17075 1707015

Letters of quarantes 4 663 333 4663313

w



BAYAN INVESTMENT COMPANY K.5.C, (CLOSED) AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2008
(ANl amounts are in Kowaiti Dinars)

&) Equity price risk
Equity price risk s the risk thal fair values of equities decrease as the result of changes in level
of equily indices and the value of individual stocks. The equily price nsk exposure arses from
the Group’s imvestment in eqully secunbes classified as “available for sale.

The following table demonstrates the sensilivity t0 @ reasonably possible change in equily
indices. as a resull of change In the lair value of these mvestiments, 1o which the Group had
significant exposure at December 31, 2008

FLLif 2007
Chanige Efect on (] a0y
in gty congelidated i equly CONSOdidext
price Effect on incomi proe Effict on ingoma
ot mefeoes L] oty statdanani % equy  Edement
Pl Shock Exzhacgs 5% 1822441 208308 5% TEE a5 22 TG00

f} Fair value of linancial instruments

Fair value |& defined 2 the amounl & which Iba instrumen! could be exchanged in & curmenl
fransaction between kpowledgeable wiling parhes in an ann's lenglh Iransaction, other than in &
forced or Bquidation sale Fair values are oblained lrom quoled market prices, discounted cash fow
models and other models as appropriata. As of December 31, 2008 the fair values of financial
mslruments approximate Their camying amounts, due fo thesr shorl matunbes. except for certan
unquoted investments avadabie for sale, which are mentioned in Note (G),

31 12l Risk Managemenl

The Group's objeclives when managing capilal resources are 1o safequard the Group's ability to
conlinue as 3 going toncem in order o prowide relums for shareholders and benefits for olher
stakeholders and lo maintain an optimal capital resources structute 1o reduce the cost of capital.

In order to maintam or adjus! the capital resources struclure, the Group may adjust the amount of
dividends paid to shareholders, issue new shares. sefl assels o reduce debl. repay loans or obtain
addibonal loans.

For the purpose of capital risk management, the total capital resources consist of the following
COmponents:

2008 2007
Due 1o banks 38,199,700 70,422,200
Bonds 20,000,000 20.000.000
Less: cash and cash equivalents (3,002,208) {7 562,585
Mel debl 56,197,492 82452215
Total equity _B18B3 47 B2752536
Total capilal resources 116,080,939 165,204,751
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32 Subeequent events

The qroup s exposad 10 equity price sk with respect 1o s equily invesiments. Equily invesiments
are classified 2= financial assels camed al falr value through income slatement (Including trading

seculities)

Subsequent 1o the balance sheat date, as a result of the volatility in the ocal equity market, there has

bean a decling in the some of tha investments held by the group.

The declines in stock market indices subseguent to the balance shest date up to February 11, 20089,

and its approxamile impact on the group, were as follows:

Inyestments camed al fair valug through income stalement

#yailable for sale investments

33, Comparative fiqures

Effect on
Effect on statement of
slatement of change in
incodme equily
KL KD

(387.927) :
(455.653) [EB47,100)

Cenain of the prior year amounts have been reciassified to conform with the curmenl yeat

presentafion




