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INDEPENDENT AUDITORS' REPORT

The Sharehclders
Mational Real Estate Company K.5.C.
State of Kuwait

Repart on the consolidaled financial statements

We have audited the accompanying consolidated finareial statements of Mational Reat Estate Company K.5.C.
(ihe Parent Company) and its subsidiaries {the Group), which comprise the cansolidated statement of financial
position as at December 31, 2008, the consoidated statements of ingome. comprehensive income. changes in
equity and cash flows for the year then ended and a summary of significarl accounting policies and other
explanatory notes.

We did not audit the financial staterments of certain subsidiaries and a joint venture whose total assets and
revenues constlute of 31.28% angd 32 95% of the respective consglidated totals. The financial slatements of
these subsidiares and the joint venture for the year ended Decernber 31, 2009 were audited by other auditors,
whose ungualified reports were provided fo us, and our opinion in so far as it relates to the amounts included in
the consglidated financial statements related o these subsidianes and the joint venture, is based solely an the
reports of the other auditors.

Management's responsibility for the consclidated financial statements

Parent Company's Management is responsible for the preparation and fair presentation of thase consolidated
financial statemenls in accordance with Intemational Financial Reporting Standards. This responsibility includes:
desigriing, implermenting and maintaining internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free of matertal misstatement, whether due to fraud or error; selfecting
and applying apprmpnate accounting policies, and making accounbng estimates that are reasonatle in the
cIrcumstances.

Auditors’ responsibility

Qur responsitility is to express an opinion on these consclidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that wa
comply with ethical requirements and plan and perdomm the zudit to obtain reasonable assurance whether the

consalidated fnancial stalements are free from material misstatement,




AUDITING OFFICE
AL OWAID RUKHAEYES

AL-WAHA Y RSM Albazie & Co.

Public Accountants

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consohdated financial statements. The procedures selected depend on the suditors’ judgment, including the
assessmenl of the nsks of material misstatement of the consalidated financial statements, whether due to fraud
or error. In making those risk assessments, he auditor considers intemal conlrol relevant to the entity's
preparation and fair presentation of the consoldated financial statements in order to design audit procedures that
are appropnate in the circumstances, but not for the purpese of expressing an opimen on the effectiveness of the
entity’s intemal control. An audit also ncludes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimales made by management, as well as evaluating the overall
presentation of the consalidated financial statements.

Wae believe that the audit evidence we have obtained and the reports of the other auditors are sufficient and
appropriate to provide a basis for our audit opinion in the consalidated financial statements.

Opinion

In our opinion and based on the reports of the ather auditors, the consolidated financial statements present fairly,
in alt material respects, the financial position of the Group as of December 31, 2009, and of s financial
perfarmance and its cash flows for the year then ended in accardance with Internaticnal Financial Reporting
Slandards.

Withoul quafifying aur opinion, we draw attention to Notes (7), (100, (14}, (35) and {36) to the consclidated
fnancial statermants,

Report on other Legal and Regqulatory Requirements

Also in our gpinion, the consolidaled financial statements include the disclosures required by the Commercial
Companies Law and the Parent Company's Articles of Association, and we obtaingd the information we required
to perform our audit. In addition, proper books of account have been kept by the Parent Company, physical stock
taking was camed out in accondance with recognized practice and the accounting information given in the
Cirector's Report is in agreement with the Parent Company’s books. According to the information avaiiable 1o us,
there were no conlraventions dunng the year ended December 31, 2008 of either the Commercial Companies
Law or of the Parent Company's Articles of Association which might have matenally affected the Group's
financial position or results of its operations except that the Parent Company hokds certain direct investments in
shares in viotation of its objectives.

Ali Owaid Ry

yes

Licence No 72- Licence No. 33-4
Member of the Irternational Group Albazie & Co.
of Accaunting Firms Member of RSM Intemational

Stale of Kuwait
Apnl 11 2010




NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF DECEMBER 31, 2009
{All amounts are in Kuwaiti Dinars)

ASSETS
Assets
Cash and cash equivalents
Term deposit

Accounts receivable and other debit balances
Investments avaiiable for sale

Investment in associates

Inyestment in a joint venture

Capital work in progress

Properties held for Irading

Properties under development

Property, plant and equipment

Investment properties
Total assels
LIABILITIES AND ECINTY
Liabilities:

Accounts payable and other credit balances
Deferred tax
Bank facilities
Bonds
Provision for end of senice indemnity
Total liabifites

Equity.
Share capital
Treasury shares
Statutory resernsg
Treasury shares reserve
Effect of change in associates’ equity
Cumulative changes in fair value
Foreign currency translation adjustments
Retained eamings
Equity attributable to Parent Company’s shareholders
Non - controlling interests
Total equity
Total liabilities and equity

The accompanying notes (1) to (41} form

Note 2009 2008
3 14,081,010 16,678,195
4 600,000 :
5 11,601,741 13.286,083
6 18,518,535 19,607 670
7 218,299,343 177 BA2,974
8 . 370,465
9 i 235,420 364
1 12,088,881 i
12 119,800,455 :
13 8,434,086 3,053,855
14 199,633,135 66,580,147
620,057,186 532,948.753
15 138,435,157 136,072.035
16 5,041,040 :
17 192,431,841 156,556,310
18 7,229,392 6,816,724
19 7689100 740053
344,307,430 300,185,122
20 81,419,506 81419,506
21 (7,179,151} (7,015, 148)
22 39,201,710 36,332,700
12,859,431 12,859 431
{3,145,900) (9,667.825)
(2,892,107) 14.116.420)
4,027,650 (655,172
127,520,938 100,959,845
254,902,017 210.116.907
23,247,679 22,645,724
275,149,756 232,763,631
620,057,186 532,948,753

"F?:mn Sultan A-Essa
Chairman and Managing Director

integral part of the consofidated financial statements




NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SLIBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME
YEAR ENDED DECEMBER 31, 2009
{A)l amounts are in Kuwaih Dinars)

Revenues:
Rental income
Shara in the associates’ resufts
Change In fair valug of investment properties

Expenses:
Staff cozts
General and administrative
Depreciation and amortization

Operating profit

Met investment income

Impaiment losses

{ther income

Share in the joint venture’s results

Intergst income

Interest expense

Prowisions

Delerred tax expenses

Fareign currency exchange loss

Profit for the year before contribution to Kuwait Foundaton
for the Advancement of Sciences {KFAS), National Labor
Support Tax, Zakat and Board of Directors’ remuneraticn

Board of Directors’ remuneration

Net profit for the year

Atimbutable to:
Equity holders of the Parent Company
Non - controlling interests

Eamings per share attnbutable to eguily hoiders of the
Farent Campany {fils}

Mote 2008 2008
B.587 112 8,030 297
7 35,108,062 31.464 824
14 15,156,915 (4,734 468)
58,852,090 34 750 853
(5,060,547) {4,046,162)
23 {7, 434,050) {8,915,1759)
_ (484,542} (436,571}
12,969,139 _ (13.397.908)
45,862,951 21,362 745
24 155,243 3,454 287
25 (9,655,343} (4,760.664)
pas] 2,973,829 3,203,778
B {35,161} (38,084)
27 3,664,401 3,400 380
28 (2,950 541) (3,337,110
29 {3,733.089) (3,969 571
16 (6,041 940) -
{656,853) (30,842)
29,503,581 19,293,918
Turngn_l - .
29,513,581 15,293,919
29,520,104 18,261 821
{6,523) 1002048
79,513,581 19,293,919
33 38.06 23.48

The accompanying notes (1) to {41) form an integral part of the consolidated financial statements




NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

YEAR ENDED DECEMBER 31, 2009

{A)l amounts are in Kuwaili Cinars)

__ Note
Net profit for the year
Cther comprehensive income:
Foreign currency translation adjustments
Investments available for sale 6
Share of other comprehensive ncome of associates 7

Other Comprehensive income (loss) for the year
Total comprehensive income for the year

Attributable to:

Equity holders of the parent company
Non-controlling interests

Total comprehensive income for the year

2009 2008
29513581  15.293919
5,906,151 (872.222)
122430 (5.146.582)
4545978 [4.595.222)

11476452 (10,714,026)
41,190,033 8,579,893
39,973,226 7,453 430
1,216,607 1,126,463
41,190,023 8,579,893

The accompanying notes (1) to (41) form an integral part of the consolidated financial statements
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NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2009

(All amounts are in Kuwadti Dinars}

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit for the year before contributon to Kuwait Foundation for the
Advancement of Sciences {KFAS) Malional Labor Support

Tax, Zakat and Board of Direclors’ remunesation

Adjustments for

Depreciabon and amartzabon

Met investments incoma

Impawment lossas

share in the associates’ rasulls

Share in the joint vanture's results

Gain on sale of property, planl ang equipment

Gan on partial disposal of investmant properly

Changa in fair vaiue of invesiment properties

Interest income

Interest expense

Inkerest capitatized

Amortized inlenest

Capital work in progress writlen off

Previsions against additions n Kuwail Frae Trade Zone sef of

against contractual cbligations
Provisions
Provision for employees end of servicg indemnity

Changes in operaling assets and liahilities:

Aooounts receivable and ot debit balances

Accounts payable and other credil balanges

Cash generated from operabons

Paymant for employees’ end of service indemnity

Payment 1o Kuwait Foundation for Advancemenl of Scences
Payment lor Nalignal Labor Support Tax

Payment of Zakat

Payment for Beard of Dirsctors’ remunerabon

Mat cash generated from operating aclviles

CASH FLOWS FROM INVESTING ACTMITIES:

Purchasa of invesiments at fair value through income stalement
Proceeds from sale of investments gt far valug through income:

slaterment
Increase in term deposit
Purchase of investments avanlable for sale
Proceeds from sale of invesiments available for sale
Purchase of investment in an associate
Proceeds from partial disposal of investment in an assoclate
Payment for long term loan to joint ventire
Payrment for capital work in progress
Paymen! for properties held for trading
Paymet for properbes under development
Purchase of property. plant ang equipment
Procesds from sale of property  plant ang equipment
Payment for purchase of lands for capiial work in progress
Payment for additons to investment properties
Proceeds from partial disposal of investment property
Dividend recaived from an associate
Dividend income received
Interes! receivad
Met cash Jsed in investing activilies

MNote 2009 2008
29 582,581 19,293,319
454, 542 436571
(155,243 {3,454 28T
9,655, 4% 4,760,664
{35,108 063) (31,4564 824)
35,161 38,084
{101,831 (5,998}
- (8475}
{45,156,915) 4,734,468
{3 5E4,497) (3.409,.380)
2,950,541 133710
{5.705,711) 16.018.287)
{2,220 487) -
T.550 213185
3748 -
3.723,089 3,968 571
181,478 195,518
(16,457,702} (7.388.152)
1,215,710 2785203
15895773 8 565 817
633 841 3932 A%E
(162,431} (657.389)
- (20.505)
(T0.401}
{1.830%
(70.000)
d91 410 3,702,723
{18.108.064}
- 10,807 183
(600,000) -
{328,728) 8,765,015)
404973 4,538,220
- (17.931)
- 11,328,733
{90,079} (93,159
- (16,596,161
{2,015.463) -
(2,544,297 -
{4,387 391} {4.089.447)
229,54 10000
- {22,342 276)
(18,968.222) (1,231,538
- 2475
- 17,456,220
121,035 722,097
Bos 27 ear
—(27,70,041) (22,551,343




NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS (CONTD.}

YEAR ENDED DECEMBER 31, 2009

(&) amounts are in Kuwaiti Dinars)

Mote 2008 2008

CASH FLOWS FROM FINANCING ACTIVITIES:

Wet groceeds from bank overdraft 623 117 1411890
Nel proceeds from tarm [Gans 35,252 414 40,348 992
Proceeds from issue of bonds . 3522234
Purchase of treasury shares (154,003} (1,913,208)
Proceads from sale of reasury shares - 1,260,566
Interes! expense paid {10,357 266) (B.9BB.417)
Divdends paid (143,986} (14,101,513
Faid to non - controlling nerest {615,852} (21,638
Net cash generated Fom fnancing activibes 24,584,424 21,528 201
Fareign currency ranslation adjustments {3,302,874) 737742
Wet [decrease) increase in cash and cash equivalents {5,507 1B5) 3718323
Cash and cash equivatents ai beginning of the year 16,678,195 12,959,872
Cash and cash equivaients al end of the year 3 11,081,010 16 678195

The accompanying notes (1] to (41} form an integral part of the consolidated financial slaternents




NATIONAL REAL ESTATE COMPANY K.S.C. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009

{All amounts are in Kuwaiti Dinars}

—_

P

Incorporation and activities

National Real Estate Company K.5.C. {the Parent Company) is a Kuwaiti public shareholding company
registered in Kuwait and listed on the Kuwait Stock Exchange and Dubai Financial Market, It is engaged in
real estate investment and management, as well as undertaking real estate construction and maintenance
The Parenl Company also holds investments in securibies.

The Parent Campany was registered in the commercial register under reference number 19628 dated
November 15 1973.

The address of the Parent Company s registered office is P.O. Box 22644, Safat 13087, State of Kuwait,
The total number of employse's of the Group as of December 31, 2009 is 324 {December 31, 2008 - 272).

The consolidated financial statements were authorized for issue by the Board of Directors on April 11, 2010,
The Shareholders Annual Gereral Assembly has the power to amend these consolidated fnancial
staterments after issvance.

Significan! accounting policies

The accompanying consolidated finangal statements have been prepared in accordance with the
Intemational Financial Reporting Standards {IFRS) issued by the Intemational Accounting Standards Board
(1ASB). Significant accounting policies are summarized as follows:

a) Basis of preparation

The consolidated financial statements are presented in Kuwaiti Dinars and are prepared under the
historical cost convention, except thal some investments available for sale and investment properties
are stated at their fair value. The accounting policies appiied by the Group are consistent with those
used in the previous year except for the changes due (o the implementation of the following new and
amended International Financial Reporting Standards as of January 1, 2009;

IAS 1 (revised) “Presentation of Financial Statements”
Effective January 1,2009, the Group has applied |AS 1 [Revised), which has impacted the presentation

of financial staterments to enhance the usefuiness of the information presented. The revised standard
has introduced a number of terminology changes (including revised fitles for the financial statements)
and has resulted in a number of changes in presentation and disciosure, The revised IAS 1 has
introduced 2 new statement of other comprehensive income. wherein all changes in equity arising from
transactions other than with owners in their capacity as owners should be presented. Accordingly only
changes in equity arising from transactions with owners in their capacity as owners are permitted to be
presented in the statement of changes in equity. Comparative information has been re-presented o
that it also 1s in conformity with the rewised standard .

IFRS 7 ‘Financial instruments — Disclosures’ {amendment) — effective 1 January 2009.

The amendment requires enhanced disclosures about fair value measurement and liquidity risk. In
particutar, (he amendment requires disclosure of fair value measurements by level of a fair value
measurement hierarchy. As the change in accounting policy enly results in additional disclosures, there
is no impact on earnings per share as a result for this amendment.




NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009

{All amounts are in Kuwaiti Dinars}

IFRS § "Operating Segments” effective January 1, 2009

The Group has applied IFRS 8, which requires disclosure of information to evaluate the nature and
financial effects of the business activities in which it engages and the economic enviranments in which it
operates. Accordingly, cperating segments should be identified on the basis of internal reports about
components of the Group that are regularly reviewed by the chief aperating decision maker in order 1o
allocate resources to the segment and to assess its performance. Annual improvement made to IFRS 8
in April 2009 clanifies that segment assets and fiabilities need only be reported when those assets and
liabilites are included in measures that are used by the chief operating decision maker. As the Group's
chief operating decision maker does review segment assets and liabilities, the Group has continued 1o
disclose this information

IAS 23 "Borrowing Cost” (Revised)

Fflective January 1, 2008, the Group has earfier applied 1AS 23 (Revised), which requires an enlity o
capitalize borrowing costs attributable to the acquisiion, construction ar production of a qualifying asset
for which the commencemenl date for capitalization is on or after January 1, 2009 as a part of ther cost
of that asset and removing an option of expensing these bomowing costs in the consolidated statement
of income.

LAS 36 impairment of Assets
When discounted cash flows are used to estimate “(ar value ‘ess cost to sell additignal disclosure is

required about the discount rate, consistent with disclosures required when the discounted cash flows
are used to estimate ‘value in use .

IAS 38 Intangible Assets
The amendment is part of (he IASB's annual improvements project published in May 2008. the

amendment removes the reference lo there being rarely, if ever, persuasive evidence I support an
amortization method of intangible assets other than a straight-line methed. The Group reassessed the
useful life of its intangibie assets and concluded that the straight-line method was still appropriate.

iAS 40 Investment property

The amendment is pan of the IASE's annual improvements project published in May 2008. The
amendment requires properties under construction to be used as mvestment property on comphetion to
be classified as investmenl property instead of property, plant and equipment. Effective January 1,
2009, the Group has reclassified the capital work in progress as investment property.

The preparation of consolidated financial statements in conformity with International Financial Reparting
Standards requires management to make judgments, estimates and assumptions in the process of
applying the Group's accounting policies. Significant accounting judgments, estimates amd assumptions
are disclosed in Note 2(b).

Standards and Interpretations issued but pot effective
The foliowing IASB Standards ard Interpretation have been issued but are not yet effective. and have
rat yet been adopted by he Group:

10




NATIONAL REAL ESTATE COMPANY K.S.C. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009

(&l amounts are in Kuwaiti Dinars)

Revised IFRS 3 Business Combinations [2008)

Revised IFRS 3, which will be effective for business combinations for which the acquisition date is an or

after the beginning of the firs! annual reporting period beginning on or after July 1, 2009, incarporates

the fotiowing changes:

. The definiticn of a business has been broadenad, which is likely to result in more acquisitions being
treated as business combinations.

- Contingent consideration will be measured at fair value, with subsequent changes therein recognized
in profit or koss.

- Transaction costs, other than share and debt issue costs, will be expensed as incurred.

- Any pre-existing interest in the acquiree will be measured at far value with Ihe gain or loss recognized
in profit of loss.

- Any non-controlling {minority) inferest will be measured at either fair value, or at its proportionate
interest in the identifiable assets and hiabilities of the acquiree, on a Iransaction-by-ransaction basis.

Amended IAS 27 Consolidated and Separate Financial Statements {2008)
Amended 1AS 27, which will be effective for annual periods beginning on or after July 1, 2009 requires

aceolnting for changes in ownership interests by the Group in 2 subsidiary, while maintaining control, to
he recognized as an equily transaction. When the Group loses coniral of a subsidiary, any interest
retained in the former subsidiary will be measured at fair value with the gain or loss recognized in proft
or 055,

{FRIC 17, ‘Distribution of non-cash aseets to owners’ {effective for annual periods beginning on
or after on ot after 1 July 2009).

The interpretation is parl of the 1ASB's annual improvernents project published in April 2009. This
interpretation provides guidance on accounting for amangements whereby an entity disiributes non-cash
assets o sharsholders either as a distibution of reserves or as dividends. IFRS 5 has also been
amended to require that assets are classified as held for distribution only when they are available for
distibution in their present condition and the distribution is highly probable. The interpretation is not
expected to have any impact on the consalidated financial statements

IAS 38 {amendment], ‘Intangible Assets’.
The amendment is part of the I1ASE's annual improvements project pubhshed in Aprl 2009 and the

Group will apply IAS 38 (amendment} from the date IFRS 3 {revised) is adopted. The amendment
clarifies guidance in measuring the fair value of an intangible asset acquired in a business combination
and it permits the grouping of intangible assets as a singke asset if each asset has similar useful
economic lives. The amendment will not result in a matenal impac on the Group's financial statements.

IFRS 5 {amendment), 'Measurement of non-current assets (or disposal greups) classified as
held-for-sale’.

The amendment is part of the 143B's annual improvemerts project publfished in April 2008. The
amendment provides clanfication that tFRS 5§ specifies the disclosures required in respect of non-
current assets {or disposal groups) classified as held for sale or discontinued operations. It also clarfies
that the general requiement of IAS 1 still apply, particufarly paragraph 15 (to achieve a fair
presentation) and paragraph 125 (sources of estimation uncertainty) af 185 1. The Group will apply
IFRS 5 (amendment) from 1 January 2010. It is not expected to have a matenal impact on the Group's
financial statements.

"




NATIONAL REAL ESTATE COMPANY K.S.C. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009

{All amounts are in Kuwaiti Dinars)

b)

IAS 1 {amendment), ‘Presentation of financial statements’,
The amendment is part of the IASB's annual improvements project published in Aprl 2009. The

amendment provides clarification that the patenbal settement of a liabitity by the issue of equily is not
relevant to its ciassification as curment ar non cument. By amending the definition of current liability, the
amendment permits a habitty to be classified as nenCument (prowded that the enfity has an
uriconditional right to defer setlement by transfer of tash or other assets for at least 12 months after the
accounting perod) notwithstanding the facl Ihat the entity could be required by the counterparty to seftle
in shares at any time. The Group will apply 1AS 1 (amendment) from 1 January 2010. It is not expected
to have a matenal impact on the Group financial statements.

IFRS 2 (amendments), 'Group cash-settled and share-based payment transactions’.
In addition o incorporating IFRIC 8, "Scope of IFRS 2, and IFRIC 11, 'IFRS 2 = Group and treasury

share fransactions’, the amendment expand on the guidance in IFRIC 11 to address the classification of
group arangemenls that were not covered by that interpretation. The new guidance is not expected o
have a material impac! on the Group's financial statements.

IFRIC 18 Transfers of Assets from Customers

The Interpretation applicable for transfers effected on or after financial periods beginning on or after
July 1, 2008, addresses the accounting by recipients for transfers of property, plant and equipment from
‘customers' and concludes that when the item of praperty, plant and equipment transtermed meets the
definiton of an asset from the perspective of the recipient. the reciprent should recognize the asset al its
fair value on the date of the transfer, with the credit recognized as revenue in accordance with 1AS 18
Revenue. The inlerpretation is not expected to have any impact on the consclidated financal
staterments,

|1AS 7 Statement of Cash Flows:

The amendment is part of the JASB's annual improvements project published in Aprl 2008, The
amendment explicitly stales that only expenditure that results in recogrizing an asset can be classifiad
as a cash flow from investing activities,

IFRS 8 Financlal Instruments.

The standard, which will be effective for annual periods beginning on o after January 1, 2012, specifies
how an entity should classify and measure its financial assets. It requires all financial assets to be
classified entirely based on the entity's business modet for managing the financial assets and the
contractual cash flow characteristics of the financial assets. Financial assets are measured aither at

amortized cost or fair value.

These requirements improve and simpiify the approach for classificatian and measurement of financial
assels compared with the requirements of 1AS 39, They apply 8 consistent approach 0 classifying
financial assets and replace the numerus categones of financial assets in |A5 39, each of which had
its own classification criteria. They also result in one impairment method, replacing the numerous
impairment methods in IAS 39 that arise from the different classification categonies

Critical accounting estimates and judgments

The Group makes estimates and assumptions conceming the future The preparation of consolidated
francial stalements in conformity with Intemational Financial Reporting Standards  requires
management to make judgments. estimates and assumptions that aftect the reported amounts of assets
and liabilities and disclosure of contingenl assets and liabilfies al the date of the consolidated financial
staternents and the reported amounts of revenue and expenses duning the year. Actual results coukd
differ from the estimates.
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1} Judgments
In the process of applying the Group's accounting policies which are described in note 2,
management has made the fallowing judgments that have the most significant effect on the
amounts recognized in the consolidated financial statements.

0

i}

fi)

{iv}

Revenue Recogmilion

Revenue 1s recognized to the extent it is probable thal the economic benefits will flow to the
Group and the revenue can be reliably measured The determination of whether the revenue
recognition cnteria as specified under IAS 18 are met requires significant judgmen.

Provision for doubtful debts
The determination of the recoverability of the amount due from customers and the factors
determining the impaimment of the receivable involve significant judgment.

Classification of invasiments
On acquisition of an imvestment, the Group decides whether it should be classified as "at fair
value through income statement” or *available for sale”. The Group follows the guidance of

|AS 38 on classifying its invesiments.

The Group classifies investments as "at fair value lhrough income statement” ff they are
acquired primarily for the purpose of short lerm profit making or if they are designaled at fair
value through income statement at inception, prowded their fair values can be reliably
estimated, All pther investments are classified as "avaiable for sale”.

Impairment of invesiments

The Group follows the guidance of IAS 39 to determine when an available-for-sala equity
investment is impaired. This determinalion requires significant judgment. In making these
judgments, the Group evaluates, among other factors, a significant or prolonged decling in the
fair value below its cast and the financial health of and short term busingss outlook for the
investee, including factars such as industry and sector performance, changes in technology
and operational and financing cash flow. The determination of what is “significant’ o
‘prolonged” requires significant judgment.

Classification of land
Upon acquisibon of a land, the Group classifies the land into one of the following categones,
based on the intention of the management for the use of the |and;

1. Properties held for trading
When the intention of the Group is to sell lands in the ordinary course of business, the land

are classified as praperties held for trading.

2. Properties under development
When the intention of the Group is to develop lands in arder to sedl i in the Aaure, both the
land and the construction costs are classified as properbes under development

3. Property, plant and equipment
When the intention of the Group is to develop lands for owner occupied purposes such as

production, providing goods and services or for management services or for administrative
purposes, in this case, land and construction costs (if any,) are classified as property plant
and equipment.

4, investment properties
When the intention of the Group is to eam rentals from land or hold tand for capital

appreciation or to be developed to eam rentals n the future or if the intention is not
determined for land, the land is classified as investment property.
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2]

Estimates and assumptions

The key assurptions conceming the future and other key sources of estimating uncertainty at the
end of the reporting period that have a significant risk of causing a material adjustment 10 the
carrying amounts of assets and liabilities within the next financial year are discussed below.

{i)

(i

D

Fair value of unguoted equity investmeants

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

Impaiment of Goodwll

The Group determines whether goodwill is impaired at least on an annual basts. This requires
an estimation of the “value in use” of the asset or the cash-generating unil 1o which the
goodwill is allocated. Estimating a value in use requires the Group to make an estimate of the
expected future cash-flows from the asset or the cash-generating unit and also choose an
approptiate discount rate in order to calculate the present-value of the cash-fows.

Pravision for doubtful debts
The extert of provision for doubtful debts involves estimation process. Provisian for doubtful

debts is made when there is objeclive evidence that the Group will not be able to collect the
debts. Bad debts are written off when identified. The benchmarks for determining the amount
of provision or write-down require ageing analysis. technical assessment angd subsequent
events. The provisions and write-down of receivables is subject to management approval

{tv) Revaluation of investmenl properties

The Group carries its investment properties at fair value. with changes in fair valie being
recoqnized in consolidated statement of income. The Group engaged independent valualion
specialists o determine fair value as at 31 December 2(K19.

Impairment of non-financial assets

An impairment exists when the camying value of an asset or cash generating unil exceeds its
recoverable amount, which is the higher of its fair value less costs to sall and its value in use,
The fair value less costs to sell calculalion is based on available data from hinding sales
wansactions in an am's length transaction of similar assets or observable market prices less
incremental costs for disposing of the asset. The value in use calcuiation is based on a
discounted cash fiow model. The cash fiows are defived from the budget for the next five years
and do nat include restructuring activities that the Group is not yet committed to or significant
future invastments that will enhance the asset’s performance or the cash generating unit being
tested. The recoverable amount is most sensitive to the discount rate used for the discounted
cash flow model as well as the expected future cash inflows and the growth rate used for

extrapolation purposes.
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¢)  Principles of consolidation

The consolidated financial statements incomorate the financial statements of National Real Estate
Company K.5.C. {the Parent Company} and the following subsidiaries:

Percentage of ownership
Country of 2009 2008
Name of subsidiaries Incarpotation %W %
1} Dasman Commercial Complex — Joinl venture Kuwait €2.117 82117
2} HRO Intematicnal for Human Resources
Development Company W.LL. Kuwait 80 BO
3y Al-Takafouh AkThahabi General Trading and
Contracting Company WL.L. Fuwait 100 100
4] Agaba National Real Estate Projects Company
{private sharehokding compary} Jordan i 70
5] Kuwait National Real Estate (PVT) Lid Pakistan 100 1
6} National Holding Group Company (Lebanese
shareholding company) Lebanon 1M 100
71 Kuwait Touristic Enterprises Development
Company (private shareholding company} Tunisia 100 100
8) Kuwait National Real Estate Company (Egypian
shareholding comparty) Egypt 100 100
9] National Project Holding K.5.C. {Holding} Kuwait 58 83
10} National Investment & Development Company
{private shareholding company) Jordan 100 100
1] KREDCO Real Estate Company - Limited irag 51 51
12} Fresh World Intemational Catering Company
K.S.C. (Closed} Kuwait 10 70
13) Yemen Kuwait Company for General Trading &
Contracting W.LL Yemen 100 100
14) Middle East Projects General Trading Company
W.LL Kuwait 100 100
15)  Kuwait Wadi EI-Nile Urban Development Company
{Egyptian shareholding company) (KWADICO) Egypt 80 80
16) National Horizon Office Tower FZ- LL.C. UAE 100 160
17 Mational Horizon Hotel FZ - LL.C. UAE 100 100
18) Masaken Global Real Estale Co. K.5.C. {Closed) Kuwaft 100 100
19]  \Victus Food Deveiopment Co. WLL KLweait 100 100

Subsidiaries are those entemprises controlied by the Parent Company. Control exists when the Parent
Company has the power. directly or indirectly, to govem the financial and operating policies of an
enterprise so as o oblain benefts from its activites. The financial statements of subsidianes are
included in the consolidated financial statements from the date that control effechively commences until
the date that control effectively ceases. Inter-company batances and lransactions, including inter-
company profits and unrealized profits and losses are eliminated on consalidation Consoldated
financial statemenlts are prepared using uniform accounting pelicies for like transactions and other
events in similar circumstances.
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el

Non-gontrolling interests in the net assets of conselidated subsidiaries are identified separatety from the
Group's equity therein. Non-controlling interests consist of the amount of those interests at the date of
the original business combination and the Non-controlling shargholder's share of changss in equity
since the date of the combination. Losses applicable to the Non-controlling in excess of the Non-
controlling interest in the subsidiary's equity are allocated against the inferests of the Group except to
the extent that the Mon-controlling shareholders has a binding obligation and are able lo make an
addittanal investment to cover the losses.

During the year the parent company increased its ownership percentage by 5% in the subsidiary -
National Project Holding K S €. {Halding) - from 83% to 88%.

Propertionate consolidation method

A joint venture is a contractual amangement whereby the Group and other paries undertake an
gconomic activity that is subject to joint cantrol that is when the strategic financial and operating policy
decisions relating to the activilies require the unanimous consent of the parties sharing control.

The Group reports its interests in jointly controlled entities using proportionate consolidation, except
when the investment is classified as held for sale. in which case it is accounted for under IFRS 3 *Nan-
cument Assets Held for Sale and Discontinued Operations”. The Gmup's share of the assels. kabifibes,
income and expenses of jointly conirolied entities are tombined with the equivalent items in the
consolidated financial slatements an a line-by-ling basis.

The actompanying consolidated financial statements include proportionate consolidation of the Parent
Company's 50% investmenl in & joint venture {Mediterranean Investment Holding P L.C.) a company
reqistered in Malta. The principal activities are investing and developing real estats projects.

Cash and cash egquivalents

Cash and cash equivalents includes cash in hand. deposits held at cail with banks and other short-term
highly liquid investments with original maturities of three months or less that are readily convenibie 10 a
known amount of cash and are subject to an insigmificant nisk of changes in value.

Invesimenis

The Group classifies its investments as invesiments available-for-sale investments. The classification
depends on the purpose for which the investments were acquired and is determined at initial recognition
by the management.

Investments available for sale

investments available for sale are non-derivative financial assets that are either designated in this
category o nut classified in any of the other categories. They are included in non-current assels unless
management intends to dispose of the investment within 12 months from the end of the reporting
penod,

Purchases and sales of investments are recognized on settiement date - the date on which an asset is
delivered to or by the Group. Investments are initialty recogmized at fair value plus transaction costs for
all Ainancial assets not carried at fair vaiue through incame statement.

After initial recognition, investments available for sale are subsequently carried at fair value. The fair
values of quoted investments are based on current bid prices. If the market for an investment is not
active (and for unlisted securities), the Group establishes fair value by using valuation techniques.
These include the use of recent arm's length transactions, mference to other instruments that are
substantially the same, discounted cash flow analysis, and option pricing models refined to reflect the
IssUer § specific cireumslances.
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a

Unrealized gains and lossas arising from changes in the fair value of investments available for sale are
recognized in cumulative changes in fair value in consolidated statement of other comprehensive
income,

Where investments available for sale could not be measured reliably, these are stated al cost less
impairment losses, if any.

When an investment available for sale is disposed off or impaired, any prior fair value earfier reported in
cither comprehensive income 1 transfemed to the consolidated statement of income.

An investment (in whole or in part) is derecognized either when: the contractual Aghts to receive the

cash flows from the investment have expired; or the Group has transfermed its nghts to receive cash

flows from the investment and either

(a) has transferred substantially all the risks and rewards of ownership of the investment, or

{b) has neither ransferred nor retained substantially afl the nsks and rewards of the invesiment, but has
ransferred control of the investment. Where the Group has retained control, it shall continue to
recognize the investment to the extent of its continuing inveivement in the investment,

The Group assesses al Ihe end of each reporting period whether there is an objectve evidence that a
financial asset or a group of financial assets ts impaired. In the case of equity secunities classified as
available for sale, a significanl or profonged decline in the far valug of the security below its cost is
considered in determining whether the securities are impaired. If any such evidence exists for
investments available for sale, the cumulative loss — measured as the difference between the
acquisifion cost and the current fair value, less any impairmant loss on that investrment previousiy
recognized in profit or loss - is removed from other comprehensive income and recognized in the
consolidated staterment of income. Impainment losses recognized in the consolidated statement of
incame on available for sale equily instruments are not reversed through the consolidated statement of

iNCome,
Accounts receivable

Receivables are recognized initially at fair value and subsequentty measured at amortized cost using
the effective inlerest method, less provision for impairment. A provision for impairment of trade
receivables iz established when there is objective evidence that the Group will not be able 10 collect all
amounts due accerding to the original terms of the receivables. Significant financial difficuities of the
deblor, probability that the debtor will enter bankruptey or financial reorganization, and defaull or
delinquency in payments {more than 365 days overdue) are considered indicators that the trade
receivable is impaired. The amount of the prowision is he difference between the asset's camying
amaunt and the present value of estimated future cash flows, discounted at the onging effective interest
rate. The camying amount of the asset is reduced through the use of an allowance account, and the
amount of the loss is recognized in the consolidated statement of income. When a trade receivabie is
uncollectibke, it t5 written off against the allowance account for trade receivables. Subsaquenl recoveries
of amoLnts previously written off are credited in the conselidated statement of income.

Assoriates

Associates are those enterprises in which the Group has significant influence, but not control, over the
financial and cperating policy decisions. The consolidated financial statements include the Group's
share of the results and assets and liabilities of associales under the equity method of accounting from
the date that significant influence effectively commences until the date thal signficant influence
effectively ceases. excepl when the investment is classiied as held for sale, in which case it is
accounted for under IFRS 5 "Non-current Assets Held for Sale and Discontinued Operations”™.
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Under the equity mathod, investments in associates are camied in the consclidated statement of
financial position at cost as adjusted for post-acquisition changes in the Group’s share of the net assets
of the associate, less any impairment in the value of individual investments. Losses of an associate in
excess of the Group's interest in that associale (which includes any long-term inferests that. in
substance, form part of the Group's net invesiment in the associale) are not recognized except to the
extent that the Group has an obligation or has made payments an behatf of the associate.

Gaing or losses arising from transactions with associates are eliminated against the investment in the
associate to the extent of the Group's inlerest in the associate.

Any excess of the cosl of acquisition over the Groug’s share of the net fair value of the identifiable
assets. liabilities and contingent liabilities of the associate recognized at the date of acquistion is
recognized as goodwill The goodwill is included within the camying amount of the investment in
associates and is assessed for impaimment as part of the investment. Any excess of the Group’s share
of the met fair value of the identifiable assels, liabiliies and conlingent liabililes over the cost of
acquisition, after reassessment, is recognized immediately in the consolidaled statement of income.

Goodwlf

Goodwili arising on an acquisition of a subsidiary of a company under common controf represents the
excess of the cost of the acquisition over the fair value of the identifiable assets, labiliies and
contingent liabities as at the date of the acquisition. Goodwill is initially recognized as an asset at cost
and is subsequenlly measured at cost less any accurnulated impaiment losses.

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

On disposal of a subsidiary the attributable amount of goodwill s included in the determinalion
of the profit or loss on disposal.

The Group's policy for goodwill arising on the acquisition of an associate is described under
‘Investment in associates’ in note 2{g).

Where there is an excess of the Group's interest in the net fair vaiue of acquiree’s identifiable
assets. fiabilities and contingent liabdites over cost, the Group is required to reassess the
identification and measurement of the nel identifiable assets and measurement of the cost of
the acquisition and recognize immediately n the consolidated statement of income any excess
remaining after thal remeasurement,

livestment in joint veniures

A joint venture is a contractual amangement whereby the Group and other parties undertake an
aconomic activity that is subject to joint control that is when the strateqgic financial and operating policy
decisions relating to the activities require the unanimous consent of the parties sharing control. Jaint
venture amangements that invclve the establishment of a separate entity in which each venturer has an
interest are referred Lo as jointly controlled entities,
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The Group repars its interests in jointly controlled entities using the equity method of actounting,
except when the investment is classified as held for sale, in which case it is accounted for under [FRS &
“Non-cument Assets Hekd for Sale and Discontinued Operations™. Under the equity methed, investments
in joint ventures are camed in the consolidated statement of financial posttion at cost as adjusted for
post-acquisition changes in the Group's share of the net assets of the joint venture, less any impairment
in tha walue of individuat investments.

Any goodwill arising on the acquistion of the Group's interest in a jeintly controlled entity is accounted
for in accordance with the Group's accounting policy for goadwill arising on the acquistion of a
subsidiary.

Where the Group transacts with ils jointly controlied entibes, unrealized profits and losses ane eliminzted
it the exlenl of the Sroup's interesl in the joint venture.

Properties held for trading

Properties that are purchased and developed for reselling in the future are recorded as properties held
for trading. This properties is recorded at lower of cost or the net realizable value. The net realizable
value represents the selling price less cost to be incurred in their sale and development.

Propertes under developmenl

Properties acquired, constructed or in the course of construction far sale are classified as properties
under devalopment. Unsokd properties are stated at cost. Sold properties in the course of developmeant
are staled at cost plus attributable profitfioss less progress billings. The cost of properties undar
development includes the cost of land and other related expenditure which are capitalized as and when
activities that are necessary to get the properties ready for sale are in progress. Net realizable value
represents the estimated setling price less costs to be incurmed 1 selling the property.

The property is considered 1o be completed when all related activities, including the infrastructure and
fanilties for the entire project, have been completed. At that stage. the total assel value is eliminated
from properties under development

Property, plant and equipment

The initial cost of property, plant and equipment comprises its purchase price and any directly
atnbutable costs of bringing the asset to its working condition and location for its intended use.
Expenditures incurred after the property, plant and equipment have been put iNlo operation, Such as
repairs and maintenance and overhaul costs, are normally charged to proft or 10ss in the penod in
which the costs are incurmed. In situations where it can be clearly demonstrated that the expenditures
have resulted in an increase in the future economic benefits expected to be obtained from the use of an
item of property, plant and equipment beyond its originally assessed standard of performance, the
expenditures are capitalized as an additional cost of property, plant and equipmenl.

Property, plant and equipment are staled at cost fess accumutaled depreciation and impairmnent ksses.
When assets are soid or retired, ther cost and accumulaled depreciation are eliminated from the
accounts and any gain of loss resulting from their disposal is included in the profit or loss for the period.

Property, plant and equipment includes capital work in progress classified as property plant and
equipment that represents properties developed for owner occupied purposes in the productions,
providing goods and services or for management services or for administrative purposes where the
cost of acquisiion and construction of these properties (if any) are classified as property, plant ang
equipment This item of property, plant and equipment 15 not subject to any deprecialian except of the
completon of the deveiopment and when itis ready for use.
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m)

Depreciation is computed on straight line basis over the estimated useful lives of items of property, plant
and squipment as follows:

Years
Leasehold improvements 20
Buildings 20
Fumiture, decoralions and others 5
{ffice equipment 3-5
Mator vehicles 4

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

Impaiment of assets

At the end of each reparting period date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication thal those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset i5 estimated in order
to determine the extent of the impaiment loss (if any). Where it 15 not possible to estimate the
recoverable amount of an individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Recoverable amount 15 the higher of the fair vaiue less costs to sell and value in use. In assessing value
in use, the estimated future cash fows are discounted to their present value using a discount rate thal
refiects cument market assessments of the bme value of money and the nisks specific to the asset

If the recoverable ampunt of an asset (or cash-generating unit} is estimated to be less than its camying
amount, the carrying amount of the asset {cash-generating unit) is reduced to its recoveratile amount.
Ar impaiment loss is recognized immedistely in the consolidated statement of income, unless the
relevant assel is camied at a revalued amount, in which case the impairment loss is treated as a
revaluation dacrease.

Where an impaiment loss subsequently reverses, the carying amount of the asset (cash-generating
unit) is increased to the revised estimate of its recoverable amount. bul so that the increased carmying
amaunt {cash-generating unit} does not exceed the camying amount that woukd have baen determined
had o impaimment koss been recognized for the asset in prior years. A reversal of an impairment foss 15
recoqnized immediately in the consolidated stalement of income. unless lhe relevant asset is camed at
a revalued amount, in which case the reversal of the impairment loss is treated as & revaluation
increase.

Investment properties

Investment properties. which are properties, held to eam rentals andior for capital appreciation. or
properfies to be developed to eam rentals in the: future, or properties with no determined intention ane
stated at their fair value at the end of the reporting period. Gaing of lpsses ansing from changes in the
fair value of investment properties are ingluded in the consolidated statement of income for the penied in

which they anse.

Investment properties that are not yet started development or that include significant risks that migh! be
an gbstacle for its development, or propetties with no determined intention are started at cost less any
impairment loss.
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a}

5]

t}

Investment properties are derscognized when either they have been disposed of or when the
inyestment property is permanently withdrawn from use and no future economic benefit is expected
from its disposal. Gains or losses arising on the retirement o dispasal of an investment property are
recognized in the consoiidated statement of income.

Transfers are made to investment property when, and only when, there is a change in use, evidenced
by the end of owner occupation, commencement of an operating lease 1o another party. Transters ame
made from investment property when, and only when, there is a change in use, evidenced by
commencement of owher occupation or commencement of development with a view to sale.

Accounts payahle

Accounts payable are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method.

Bomowings

Bomowings are recognized initially al fair value, net of transaction costs incured. Borrowings are
subsequently staled at amortized cost: any difference between the proceeds (net of ransaction cosls)
and the redemption value is recognized in the ronsolidated statement of income over the period of the
borrowings using the effective interest method.

End of service indermnity

Provision is made for amounts payable to employees in accordance with the labor law registration the
countries of the parent company and the parent company and it's subsidiaries each acconding to it's
country s employees’ contracts, This liability, which is unfunded, represents the amaurnt payabke 1o gach
employee as a result of nvoluntary termination on the end of the reporting period, and approximates the
present value of the final obligation.

Leases

Leases in which a significant portion of the risks and rewards of awnership are retained by the lessor
are classified as operating leases. All other feases are classified as finance leases,

The Group as a lessor
Rental income from operating leases is recognized on & straight-line basis over the term of the relevant

lease. Initial direct costs incurred in negotiating and amanging an operating lease are added lo the
camying amount of the leased asset and recognized on a straight-line basis over the lease term

The Group as a lessee
Rentals payable under operating |eases are charged to the consolidated statement of income on a

straight-line basis over the term of the relevant lease. Benefits paid and receivable as an incentive o
enter into an operating lease are also spread ¢n a straight-ine basis gver the lease lerm.

Share capial
Crdinary shares are classified as equity.

Treasury shares

Treasury shares cansist of the Parent Company's own shares that have been issued, subsequentty
reacquired by the Parent Company and not yet reissued or canceled. The treasury shares are
acoounted for using the cost methad. Under the cost method, the weighted average cost of the shares
reacquired is charged to a contra equity account. Yhen the treasury shares are reissued, gains are
credited to a separate account in shareholder's equity {reasury shares reserve) which is not
distributable. Any realized losses are chamged to the same account to the extent of the credit balance on
that account. Any excess 1osses are charged 1o retained eamings then reserves.
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Gains realized subsequently on the sale of treasury shares are first used 1o offset any recorded losses
in the order of reserves, retained eamings and treasury shares reserve account. Na cash dividends are
paid on these shares, The issue of bonus shares increases the number of freasury shares
proportionately and reduces the average cost per share without affecting the total cast of easury
ghares.

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

Revenue recognition

Revenue comprises the fair value of the consideration received or receivable lor the sale of goeds and
services in the ordinary course of the Group's actmties,

The Group recognizes revenue when the amount of reveniue can be reliably measured, it is probable
that future economic benefits will flow to the entity and specific criteria have baen met for each of Lhe
Group's activities as described below. The amount of revenue is nol considered to be reliably
measurable until all contngencies relating to the sale have been resolved. The Group bases its
estimates on historical results, taking into consideration the type of custemer, the type of transaction
anvt the specifics of each arangement

Rent
Rental income is recognized, when eamed, on a time apportionment basis.

Rendering of services
Revenues from maintenance contract are recognized when these services are rendered.

Sale of goods
Sales represent the total invoiced value of geods scld during the year Revenue from sale of goods s

recognized when significant risks and rewards of ownership of goods are transfermed to the buyer.

Interest InCome
Interest income is recognized n a time-proporbon basis using the effective interest method.

Cividend income
Dividend income is recognized when the right to receive payment is established.

(3ain on sale of investments
Gain on sale of investments is measured by the difference batween the sale proceeds and the carrying
armount of tha investmen! at the date of disposai, and is recognized at the time of the sale.

Bamowing Costs

Bomowing costs directly atirbutable to the acquisition, construction or production of qualifying assets.
which are assets that necessarily take a substantial period of time to gel ready for their intended use or
sale, are added to the cost of those assets, untl such time as the assets are substantially ready for their
intended use or sale. Investment income earned on the temporary investment of specific bomowings
pending their expenditure on qualifying assels is deducted from the bomowing costs eligible for
capitalization.

All other bormowing costs are recognized n consolidated statement of income in the perod in which they
are ncurred.
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w) Provisions

y)

A provision is recognized when the Group has a present legal or constructive obligation as a resull of a
past event and it is probable that an outflow of resources embodying economic benefits will be required
to setile the obligation, and a reliable estimate can be made of the amount of the obligation. Provisions
are reviewed at the end of sach reporing period and adjusted to reflact the current best estimate,
Where (he effect of the time value of money is material, the amount of a provisian is the present vaiue of
the expenditures expected to be required to settie the obligation

Foreign currencies

Foreign currency transactions are translated inte Kuwaiti Dinars at rates of exchange prevailing on the
date of the transactions. Monetary assets and liabilities denominated in foreign cumency at the
consolidated staterment of financial pesition date are retranslated into Kuwaiti Dinars al rales of
exchange prevailing on that date. Non-monetary iterns carmied at fair value that are denominated in
foreign cumencies arn: retranslated at the rales prevailing on the date when the fair value was
determined Non-monetary tems that are measured in terms of historical cost in a fareign curmency are
not refransiated.

Exchange differences arising on the settiement of monetary items, and on the retranslation of monetary
itemns, are included in profit or loss for the peried. Translation differences on non-monetary items such
as equity investments which are classified as investments at fair value through income stalement are
reported as part of the far value gain or loss. Translaton differences on non-manetary iems such as
equity investments classified as investments available for sale are included In “cumulative changes in
fair value® in the consolidated statement of other comprehensive income.

The assets and liabiities of the foreign subsidiary are translated inlo Kuwaiti Dinars at rates of
exchange prevailing at the end of reporting period. The results of those subsidiaries are translated inta
Kuwaiti Dinars at rates approximating the exchange rates prevailing at the dates of the transactions.
Foregn exchange differences arising on translaton are recognized directly in the consclidated
statement of other comprehensive income. Such transtation differerces are recognized in profit or loss
in the period in which the forexgn operations is disposed off.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the closing rate.

Financial instruments

Financial assets and financial liabiliies camed on the consclidated stalement of financial position
include cash and cash equivalents, receivables, investments, net amount due from Kuwait Port
authonty, payables, bank faciliies and bonds, The accounting policies on recognition and measuremant
of these iterns are disclosed in lhe respective accounting policies found in this Mota.

Financial instuments are classified as liabilites or equity in accordance with the substance of the
confractuai amangement. Inlerest, dividends, gains and losses relating to a financial instrument
classified as & liabilty are reported as expense of income. Distributions to hokders ol fimancial
instruments classified as equity are charged directly to equity. Financial instruments are offset when the
Group has a legally enforceable right to offset and intends 1o settle either on a net basis or to realize the
asset and settle the liability simultaneously.
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Z} Contingencies

Contingent liabilities are not recognized but disclosed in the consolidated financial statements, except

when the possibility of an outfiow of resources embodying ecanomic benefits is remote.

A contingent asset is not recogmzed in the consolidated financial statements but dischosed when an

inflow of economic benefits is probable.

aa) Segment reporbing

Operating segments are reported in a manner consistent with the intermal reporting provided 10 the chief
operating decision-maker. The chief operating decision-maker is identfied as the person being
responsible for allocating resources, assessing performance and making stralegic decisions reganding

the operating segments.

3. Cash and cash equivalents

Cash on hand and at banks
Short term deposits

_ 2009 2006 _
3,119,713 6,680,961
7.961,207 9,997,234

11,081,010 16,578,195

The effective interest rate on shott term deposits was 3.5% - 5.5% per annum {2008 4% - 6.5% per annumy

these deposits have an average maturity of 60 days (2008 - 60 days).

Cash and cash equivalents are denominated in the following cumencies:

Currency 2009 2008
Kuwaiti Dinar 3,056,263 5,237 716
EURD 2,709 422 5,053,280
USs Collar 161,473 45100
Eqyptian Pounds 3,260,780 4,154 422
Jordanian Dinar 1,117,839 1493072
Pakistan Rupee 91,69 BB 726
Tunisian Dinar 325,297 541,229
Lebanese Pounds 7931 21,921
Yemeni Riyal 33,327 32729
Emirates Dirham L WTITE - _
11,084,010 16,678,195

There is no matenal difference between the fair value and the book valug of ¢cash and cash equivalents as of

December 31, 2009,

4. Term deposit

The effective interest rate on term deposit was 2.5% per annum {2008 Nil); this deposit will mature an June

14, 2010
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5. Accounts receivabie and other debit balances
Current pertion 2009 2008
Accrued rent 1,893 246 1,228 256
Provisian for doubtiul debts (a} _[1,446,825) (1.074,593)
246 421 153.663
Cue from related parties 1,112,544 1,316,347
Prepaid expenses 936,647 933,300
Advance payments 1,026,678 1,875,674
Staff receivables 51,918 99635
Other receivables 2,902,127 2.183,785
Total Cument portion 6,276,335 572,404
Non-Current portion
Advance payments (¢} 1,096,347 1948176
Provision for advance payments (a) & (C} {1,096,347) (1,096 347}
Due from related parties 2,071,215 2 548,516
Prepaid expenses 2,461 460 2,441,449
Prepaid lease payments (d) i 380,761
Other receivables 420,000 491,124
Total Non-current portion 5,325,406 §.713,679
11,601,744 13.286 083

The fair values of accounts receivable and other debit balances appramated their camying values as at

December 31, 2009.
a) Provision for accounts receivable and other debit balances:

The movement during the year is as follows:

009 2008
Balance at the beginning of the year 2,170,940 1644 053
Provision for doubtiul debts for the year {Note — 29} 451,842 268,060
Provision for advance payrments for the year [ Note — 29) - 1,096,347
Reversal of provision during the year (79,610 {857,520}
Balance at the end of the year 2,543,172 2,170,840

Provisions, bad debts written off and reversal of the provision for doubtful debls are included in the

consolidated statement of income.

“Provisions for doubtful debts” include an amounl of KD 535,118 which represents the provision taken by
the Parent Company for the accounts receivable and other debit balances of Kuwart Free Trade Zone,
due to the Resolution No. 507/2006 issued by Ministry of Commerce & Industry to cancel the
management contract of Kuwait Free Trade Zone with the Parent Company (Note 36-f). This provision

was taken on a conservatism appraach and not as surrender to the validity of the resolution.

b} The cther classes within accounts receivable and other debit balances do not contain impaired assets.
The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable

mentioned above
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¢} Advance payments made by the Group include payments made to a local company 1o invest in real
estate on behalf of the Parent Company in Republic of Irag amounting to KO 1,096,347 (2008 - KD
1,006,347) which has been provided far in full during the year ended December 31, 2008,

d) The prepaid lease payments represent payments for & lease of lfand in United Arab Emirates for a
subsidiary, the lease term s for 49 years and started in 2007,

6. Investments avaiable kyr sale

During the year ended December 31,2008, the Group has elected to apply the amendments of IAS 38 and
IFRS 7 effective July 1, 2008 and has reclassified the amount of KD 9,677,372 from investments held for
trading to available for sale investments. The unrealized gain on investments reclassified from investments
held for trading to available for sale that would have been recognized in the consolidated statement of
incame if these financial assets had not been reclassified is KD 684 643 (December 31, 2008 - unrealized
loss KO 4,369,304).

2009 2008
Quoted securities 8.714,189 8,135,210
Managed portfolios and funds 3,072,919 3,134 140
Unguoted securities §,731, 447 B 338320
18,518,335 18,507 670
The movement during the year is as follows:
2009 2008
Balance at the beginning of the year 19,507 670 17,875,026
Additions 328,728 8.765,015
Disposals {370,765} {4,177 497}
Rerlassified from investments at fair value through income statement - 9,677,372
Transfers to investment in associates . (2 6525 000)
Changes in fair value 1,224,323 {5,146 582)
impaimment losses {a) {Note — 245} (2,271,421) (4,760,664}
Balance at the end of Lhe year 18,518,535 19,607 670
{a} Impaiment losses include losses for quoted & unquated securities 2008 2008
Quoted securities 676,911 3,110 664
Unquoeted securities 1,394,510 1,650,000
227142 4,760,664

It was not possible to reliably measure the fair value of investments in unquoted securities with a valle of
KD 5.081.449 (2008 - KD 6,688,320) due to non-availability of a reliable method that could be used to
determine the fair value of such investments. Accordingly, they were stated at their cost less impaimment
losses.

Investments available for sale are denominated in the following curmencies:

Currency 208 2008

K.rwaiti Crinar 8,316,352 14,734,714

U3 Daollar 1.019,817 1.435.837

Euro 942 605 122620

UAE Birham 6,594,427 2145635

Qateri Riyal 1,345334 1,164,864
18,518,935 19,607,670
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l 7. |nvestmeni in associales
l Perentage of
ownershp
Country of
Narme of the agsocate 'ncorporabion 2008 2008 2000 2008
' §i) Pubiic Warehousing Compary K.5.C
(Agility) Kuwait 22.444% 72 444% 212,500,417 170870429
{apodwill 4,505,307 4,505,307
' 217,005,724 175375 736
{iiy Kuwait Bulgarian Crairy Company W.L.L Kuwait A40% 40% 120,000 120,600
fii) Al Seef intermaticnal Helding K.3.C.C Kuwal 5% 5% 147361 247238
l 218,359 34 177 842 574
. The movement during the year is as follows:
2008 2008
Ralance at the beginning of the year 177,842 974 185,405,109
' Additions - 17,931
Transfer from investment available for sale . 2,625,000
Partiat disposal of investment in an associate - (8.645,722)
. Share in the associates' results 35,108,063 31,464,824
Cash dividends received - {17 .459.220)
Effect of change n asscciates' equity {3) 6,521.92% (15.564 948}
Impairment losses in value for investment in one of the associates
l (Note - 25) (1,173619) -
Balance &t the end of the year 218,299 341 177 842974
l (a) The effect of change in associates’ equity is as follows:
2009 2008
l Treasury shares réserve 226,682 {506,776}
Changes in hedging reserve {1,793,928) {2.008.612)
Movement in treasury shares 1,975,947 (10.869.726)
l Foreign currency translation adjustment 6,105,593 (2,180,993}
Cumulative changes in fair value of available for sale investments 163 2,158
6,521,925 {15,564 048]
l {b) The net assets and the results of the associates are summarized as follows:
2009 2008
l Total assets 1,799,231,578 1.656.993.578
Curment liabilites {506,544,233) {585,700.233}
Non current liabilities _ [325,202,097) (270225097}
l Het assets 957 465,248 801,068 248
Total revenues 1,720,988,000 1,859 686,346
' Total expenses (1,564,707,000) {1,718,871,582)
Met profit for the year 156,281,000 140,814 764
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At each reporting date, the Group's management reviews the book values of each investment in associate
individually to ensure that there is no indication of impairment of such investments; in case such indication
has proven to exist, the recoverable amount of such investment is calculated to determine the amount of
impaiment loss, if any.

The Group's share in the contingent habilites and capitai commilments of the associate’s amounted to
KO 32,316,000 (2008 - KD 37.954.092),

1 - Public Warehousing Company K.5.C. (Agiity}:
Public Warehousing Company K.8.C. {Agility} is a public shareholding company registered in Kuwait and

listed on the Kuwait Slock Exchange and Dubai Financial Market. |ts prncipat activities are storng goods,
management and renting of warehouses, all transporiation activities, distribution, handling and customs
clearance for goods,

The Group's management has compared the recoverable amount {fair value less selling cost er value in use,
whichever is higher} for its investment in The Public Warehousing Co. K.S.C (Agility) to its book value as of
December 31, 2009, and there is no indication of impairmenl, hence, the Group had not accounted for any
impairment koss for the goodwill in The Public Warehcusing Co. K.5.C. {Aqgility) as of the accompanying the
consolidated statement of financial position.

As of December 31, 2009 the fair value of the Group's investment in The Public Warehousing Co. K.5.C.
(Agility) amounted to KD 131,571,591 (2008 - KD 145,668,547)

The contingent liabitities and legal cases relating to Public Warehousing Company K.5.C. [Agility) are
summarized as follows:

a A dispute has arsen between the associate and other party with respect to a partnership agreement
dated July 20, 2002 far the purpose of bidding for the provision of services for Prime Vendor Services
Contract with the US Government. The parnership agreement provided for the preparation of all
infrastructure and assets for that purpose. The associate had submitted all evidences 1o the Execubon
Department in prof of the partnership not having any funds, assets ar praperties and the eventual non-
existence of the partnership, as a consequence of the partners not providing any capital contributions.

On January 7, 2008, the Supreme Court rniled in favor of the asscciate confimning that the partnership
agreement between the associate and the other party was nol legally enforceable and is void.

b. During the year 2007, the associate Company was served with an administrative subpoena and,
subsequently in March 2008 with a grand jury subpoena, by the US Govemment in connection with an
investigation into certain aspects of the Subsistence Pnme Vendor "SPV") Contract. In addition. soma
employees of the Group were served with civil investigative demands. The Associate Company
cooperated with this investigation and produced numerous records in response to this request

0 16 November 2009, the Associate Company was indicted by a federal grand jury in United States on
muitiple counts of False Claims Act violations. Furthermore, The United States Deparment of Justice
also joined the civil qui tam lawsuit against the Associate Company under the US False Claims Act. The
Department of Justice is claiming substantial damages for alleged viclations in both the criminal and
civil proceedings. As a resuit of this indictment, certain Group companies (including the Parent
Company) are suspended from bidding for new contracts or renewing the existing contracts with the US
Government pending the outzome of the cases. However, the suspension does not zffect continued
pedormance of the exising contracts. Prolonged suspension coukd have a material impact on the
Group's governmenl related business and may result in the associste's assets being mpaired. The
existing SPV Contract will expice in December 2010.
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The Associate Compary is in discussions with the US Government with a view to r2sotving the currenl
legal cases with the US Department of Justice. However, there is no guaraniee that the parties can
reach a mutually agreeable setflement. The Associate Company has agreed with the federal court to set
a briefing schedule. The request for a briefing schedule is interdled to preserve the Associale
Company's rights while the Associate Company and the Department of Justice conduct discussions. In
addition, the US Department of Justice is curently conducting an informal investigation regarding two
costs reimbursable US Government contracts in order to ascertain whether reimbursement requests lor
certain costs incumed by the Associate Company wer prper.

Due to inherent unceranty surounding these cases, no provision is recorded by the managemenl in
the consolidated fingnciat statements. The Associate Company [after consultng the extemal legal
counsel) is not able to comment on the likefy cutcome of the cases, based on that the Auditors” repon of
the Associate Company for the year ended Oecember 31,200% the following emphasis of malter
paragraph:

“Without further qualifying our opinion, as more fully explained in Note 2 to the consolidated financial
statements, the Associale Company was indicted by a federal grand jury in the United States on
multiple counts of False Claims Act Violations, Furthermere, the United Stales Department of Justice
also joined a civil qui tam lawsuit against the Associate Company under the False Claims Act The
Department of Justice is claiming substantial damages for alleged violations in both the cnminal and
civil proceedings. Certain Group Companies {including the Associale Company) are suspended from
bidding for new contracts or renewing the existing contracts with the US Government pending the
outcome of the lawsut. The Group generates a substanbal portion of its business from the US
Govemment contracts Prolonged suspension could have a matenal impact on the Group's
govemment related business. The Group is engaged in seftlement discussions with the US
Department of Justice. The ultimate outcome of the matters set out above cannol presently be
determined, and thersfare no provision has beer made in the consalidated financial statements”.

c. In year 2007, cedain subsidiaries {involved in the freight forwarding business) of the Associale
Company along with other majar players in the freight forwarding industry received reguests for
information from the competition authorities of the EL, the United States and other jurisdictions in
connection with an industry-wade invesbgation into the seting of sumhames and fees. These
subsidiaries are fully cooperaling wilh the respective authonbes.

In July 2009, a subsidiary the Associate Company was named as a delendant in a class acton lawsuit
filed in the Eastem Distict of New York, along with 2 number of other freight farwarding companies,
regarding surcharges and fees for services. In Movember 2009, the defendants filed motions to dismiss
the ¢laims that are corrently pending before the court. The ulimate outcome of this lBitigation is
uncertain at this time.

On 26 November 2009 the ttalian competition authority (ICA) apened an investigation intg the activites
of some 20 freight forwarding companies. The existence of the Italian investigation is recorded in a
decision by the ICA openng formal proceedings and naming Agility. Those aflegations will need to be
formalty confirmed by the ICA in due course in a statement of objections. In February 2010, the
European Commission issued a Statement of Objections (*307) 1a the Associate Company and two of
its subsidiaries. The SO alleges that cerain infringements of EU competiion law were committed by
the subsidianes. The Commission's final decision is not expecled unnl late 2010 or 2011,
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As at 31 December 2009, due o inherent uncertainty surmounding these investigations, the Group's
management (after consulting the extarnal legal counsel) is nat able to comment on the likely putcome
ol the investigations and in view of the difficutty in gquantifying any potential liabilities in this regard, no
provision is recorded in the accompanying consolidated financial statements for the year ended
December 31, 2008,

During the year 2006, a bank guarantee of the Associate Company has been resolute for the favour of
General Administration of Custorns for Kuwait {“GAC") against execution’ related to contract of a
subsidiary of the Asscciste Company. The subsidiary of the Associate Company appealed this
resolubion through case No 22412007 *Administrative - 77

In the ppinion of the Associate Company's extemal legal consulling firms the wolations against which a
portion of the bank guarantee prowded has been enchased, are non-contractual violations, and in
accordance with the law, believe (hat a verdict shall be issued in favour of the Subsidiary Company to
return the enchased portion of the guarantee plus interest of 7%. The Associate Company during the
year obtained a repert fom the expert department of Ministry of Justice on this matter which was in
favour of the Company in respect of most of the issues arsing from the case. The management of the
Associate Company is of the opinion that this matter is incidental and will be resolved in the courts in
the near future and, accordingly, no expense should be recorded in the consolidated financial
statements.

During the year 2006, the management of the Parent Company has created a provision by the amount
of KD 1,226,082 for its share of the enchased portion of the bank guarantee on a canservatism
appraach and not as surmender Ig the validity of the encashment,

On November 27, 2006, and based on the recommendation by the Mimisters” Council, the Ministry of
Commerce & Industry issued \he Resolution No. 302005 to terminate three contracts of those
concluded between the associate and the Public Authority of Industry for Mina Abdulla Zone, Kuwait.

The associate protested against this order through the Case Ng. 9402006 “Administrative”. In the
hearing held on December 25, 2006, the court pronounced its ruling to repeal the aforesaid resolution of
the Ministry of Commeree & Industry and its resultant impacts.

However, the Govemnment requestsd the Board of Fublic Authority of Industry 1o hold a meeting chaired
by the Minister of Commerce & Industry, who issued a new resolution No. 172007 to terminate the same
contract, being the subject of the previous resolution.

The associate again protested against the new resolution through case No. 36/2007 and assured. in fts
statement of defense, which is in agreement with the provisions of the law, as confirmed by the
Supreme Court including the Kuwail Court of Cassation, that the new Resolution is void, because it has
heen made on the same subject of the previous resolution. In the cpinion of exiemal legal counsel, the
gourt shalt pronounce its judgment to reveke the new Resoluticn issued by the Public Authority of
Industry, because it has been based on wrong objects. The Resolutions issued by the govemmental
authonties are merely of financial concems that shall be resolved by the courts o establish the
associate's rights in such contracts.

The associate 15 in the process of peroming an assessment of the final lossas arising from the
aforementioned resoilutions, so that a claim can be filed with the Govemment of Kuwait for recovery of
these amounts, The associate has not recognized any rewvenue on the three aforesaid contracts sirce
January 1, 2007
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f. Qn January 9, 2007 I1he Ministry of Finance terminated A-Jahra Fish, Meat and Vegelables Market
Project Contract with the associate acconding Lo the resolution of the Council of Ministers No. 2/2007.
The associate appealed to the Court of First Instance against this resolution through Case No. 200/2007
“Administrative = 3", In January 2008, the Court of Appeal ruled in favor of the associale whereby Al-
Jahra Fish, Meat and Vegetables Markst Project Contract is to be given back to the associate. The
Court of Appeal alse ruled out that the assaciate be compensated for [osses and expenses that anose
as a result of this case. The Ministry of Finance has filed an appeal against this rule and it is not settled
yel. As a result of the rubng, the associate has taken back Lhe project and is currently under its
operation.

9. In addition to the above, the associate is invotved in various claims and legal proceedings including
emplgyees’ compensations and contractors disputes. The m-house legal counsel of the associate
beleves that such claims are not valid and will not have a material adverse effect on the consolidated
financial stalements of the associate as of December 31, 2009

2 Al Seef International Company K.S.C.C.
The Group had accounted a provision for the impairment of the investment in Al-Seef Intemational
Holding K.5.C.C. with 50% from the book value of the investments as of December 31, 2009,

The Group had not accounted for its share of results in Al-Seef intemational Hoiding K.5.C.C. due to
non-availability of the financial statements as of December 31, 2008,

3) Kuwait Bulgarian Dairy Company W.L.L,
The Group has not accountad for its share of results in Kuwait Bulgarian Dairy Company W.L.L. due to non

availability of financial statements as of December 31, 200%.

8. Investmenl in a joint venhure

Country of Percentage
Name of Ine joint venture Incorporation . cfownership 2049 2008
Noor Light W.L.L. Kuwait 50% {205.919) (170,758)
Long term loan 631,302 41,223
Provision against long term loan {425,383} -

370,465

The prncipal activities of Noor Light W.L.L. are remanutactuning of iron, aluminum and other raw matenats and
manufacturing of all types of lighting materials,

The movement during the year is as follows:

_ 2009 2008
Balance at the beginning of Ihe year 370,463 295,681
Share in lhe joint venture's resutts {35.161) {38,084}
Increase in the long term loan granted to the joint venture 9,079 112,868
Provision against long term lcan {Note 29) {425,383) -
Balance at the end of the year - 370,465
The Grmup's share of the net assets of the joint venture is as follows:

2009 2008

Assets 178,145 162,264
Liabilties ~__{(384,064) {323,022}
Net assets {205,919 {170,758}
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' The Group's share of the results of the joint vanture is as follows:
2009 2008
l Revenues 8,732 53,510
Expenses (123,893} [91.594)
Net loss for the year {35,161} {38,084)
l 8. Capital work in progress
This represents mainly work in progress relating to foreign subsidiaries. The movement during the year is as
l follows:
2009 2008
Balance at the beqinning of the year 235,429,364 38,216,550
l Transfers from accounts receivable and other debit balances relating
to advance payments . 55,834 302
Additions . 138 BR1,330
l Transferred to properties held for trading (11,686,349) :
Transfermed to properties under developmant [110,403,217) -
Transferred to property, plant and equipment {3,937.0710) {1.145.547)
' Transferred to investment properties {83,791,430) {3.771.166)
Disposais {7.550 {90 075)
Foreign cumency translation adjusiments - 1,707,744
. Frovisions against additions in Kuwait Frea Trade Zone set off
against contractual obligations {3,748) {123.110)
interest capitalized on capital work in progress - 6,019,287
. Balance at the end of the year - 235,429,364
10. Net amaunt due from Kuwait Ports Authorty
2009 2008
l Due from Kuwait Ports Authority:
Rehabilitation costs of properties (a) 6,417 653 E417 653
Accrued interest on the balance {b) 15,006,567 12,150,703
' 21,424,220 18,568,356
Rent dua from Kuwait Ports Authority {c} 15,633,440 15633440
' Gross amount due from Kuwatt Ports Authority before its share in
rental ingome of Kuwait Free Trade Zane 314057860 34,201,756
. Due to Kuwait Ports Authority:
Gross share of Kuwait Ports Authority in rental income of Kuwait Free
Trade Zone {d) 7,566,312 7,566,312
Less: Refunded share of the outstanding and unpaid rent of Kuwait
l Forts Authonity {} (637,756)  _ {637.756)
Net share of Kuwait Ports Authority in rental income of Kuwait Free
Trade Zone 6,928,556 6928556
' Gross amounl due from Kuwait Ports Authority after its share in rental '
income of Kuwarl Free Trade Zone 30,129,104 27273240
. Provision for doubtful debts {b.cf) _{30,120,104) {27 273240
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{a) According to clause number 11 in Kuwait Free Trade Zone management contract, if National Real Estate
Company K.$.C. (the managing company) makes any rehabilitation for the properties acconding to the
plan implemented by the Ministry of Commerce and Industry, then the managing company has the nght
to recover all the expenses it incurmed for the rehabilitation work for those properties before accounting
for the assigned share of Kuwait Ports Authority. These costs need to be approved by the Ministry of
Commerce and Industry.

{b)

(e}

(d)

In accordance with this clause and the letter from the Ministry of Commerce and Indusiry dated
November 25, 1998, at which the Ministry approved the costs that amounted to KD 6,449,034, the
managing company had changed the amounts ingurred in the renovation and overhauling of some
properties of Kuwait Ports Authority 1o its account, including borrowing costs that can be capitaized
amounbng to KD 73,122 and the interest for the bank loans amounting to KD 100,333 that can be
capitalized for the period from tha date of commencement of aclivities Ul December 31, 1995,

The actual rehabilitation costs incumed by the managing company for Kuwait Ports Authonty
properties amounted to KD 6,417 653, The Consulting Committee of the Free Zones had approved
the rehabilitation costs of KD 5,033,000 during its meeting on January 23, 2002, for the period from
May 30, 1898 till October 31, 2000

The managing company alse computes interest on the monthly outstanding balance due from
Kuwait Ports Authorty at 10% per annum. Interest income recarded in the consolidated slalement
of income for the year ended December 31, 2009 ameunted to KO 2 855 864 (December 31, 2008
- KO 2.585.164). The managing company has fully provided for this interest.

Also, the balance due from Kuwail Ports Authorty as of December 31, 2009 includes an amaunt of
KD 15,633,440 (December 31, 2008 - KD 15,633 440} being the balance due for the rents of
utilized proparties by Kuwait Ports Autharity in the Kuwait Free Trade Zone. The managing
campany has recorded a provision for those rents in the balance due from Kuwait Porls Authonty
{Mote 36 - g).

According 0 the managemenl canlracl, B0% aof the rent collectad in the Kuwait Free Trade Zone
fram the exsting properties that were handed over from Kuwait Ports Authorty is assigned 1o i As
a result of resolution by the Ministry of Commerce and Industry mentianed below (f). The Parent
Company has ost control over the assets and on its management Accordingly Kuwait Authonbes
share of rent was not calculated for the years 2007, 2008 and also for 2009,

The 80% share relating to the outstanding and unpaid rent of Kuwail Ports Authority is deducted
from the gross share of Kuwait Ports Authorty in rental income of the Kuwait Free Trade Zone. In
case of any settlement regarding those outstanding and unpaid rents, its relative share previously
deducted will be refunded back 1o the share of Kuwait Ports Authority in rental income of Kuwait
Free Trade Zong

As a result of the resohution issued by the Minisiry of Commerce and Industry No. 507 + 2006
relating to the cancellation of the management contract of Kuwait Free Trade Zone with the
managing company (Note 34-), the managing campany has fulty pravided for the amount due from
Kuwait Porls Authority on a conservatism approach and not as surmender to the validity of the
cancellation resolutian.
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11. Properties heid for trading
The movement during the year is as follows:

Balance at the beginning of the year

Transferred from capital work in progress

Additions

Interest capitalized on properties hekd for trading
Amortized interest relating to proparties held for trading
Foreign cumency translation adjustments

Impairment loss of properties held lor trading (Noke 25)
Balance at the end of the year

12. Properties under development

The movement during the year is as follows:

Ealance at the beginning of the year

Transferrad from capital work in progress

Additions

Interest capitalized on properties under development
Amorlized interest relating to properties under development
Foreign currency translation adjustments

Batance at the end of the year

2009

2008

31,686,349
2,015,463
1,292,242

847 346
712,497
4,065,016}

32,088,881

2009

110,403,217
2,544,297
2,250 162

443,285
4,159,494

119,800,455

3%
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13. Property, plant and equipment

Cost:

Al Decamber 11 2008

Additiors

Trarsfers from camital work in progress -
Mot 81

Transfers froe competed capios work :r
Progress

‘nterest capialized on capital work in
progress

Disposals

Impairrent loases of propery, plant and
agurpment (Wole 25)

At Decemnber 31, 2008

Accumulated deprecisthon:
A Decerbar 34 2008
Charge ‘or the vear

Related b disposals

At December M, 2009

Provigign relatieg 1a cancellation of
ranagements contrac] of Kuwalt Frag
Trade 2one

ket book value:
At December 31, 2009

At Decernber 3%, 2008

Buildings
urrbre
e AN &
office
Leasehnld equipmant angd Capital work

improverments mpkgr wehicles in plogeess Towal

8,851,063 4322879 - 13173844

28 2070378 2318733 4,387 3

31537070 IRIT 0T

1,440 034 (1440 D35}

. - 206,548 206,548
16372 1162 559) . [%E8.531)
- 245293 . £2,185,293)

8344977 5525443 46I0MY 18,990,733

1532375 191244 3444 708

AL 532 418 267 47T H2
i4 055} (37203 {11,258
1,587,856 1293,484 - ~ 3881,350
|6.GT8.463) 56 534 1A, BT5,297)
630,650 3175115 4,620,311 M

700 287 253 625 - 3053855

“Leasehok] improvements” mainly represent the improvements made by the Parent Company for the
infrastructure in the Kuwait Free Trade Zone, and its depreciation was over the peniod of management
contract for the Kuwait Free Trade Zone. As a result of the resolution relating to the cancellation of the
management cantract of Kuwait Free Trade Zone with the managing company, the managing company has
made a provision for the full amount of infrastructure work on a conservatism approach and nol as a

sumender to the validity of the cancellation of the contract.
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14 Invesiment properties

Investment properties are presented as folows.

o 2009 2008
Invastment properties stated at fair value {a) 110,679 447 ho O8O, 147
Investment properties under construction staled at cost {b) B6,353.688 -
190,833 135 66,680 147

(@) The movement on the investment properties stated at fair value dunng the year is as follows:

2008 2008
Balance at the beginning of the year 66,680,147 66,411513
Additions 12,979,356 1,231,936
Transferred from capilal work in progress 14,395,643 3.711,166
Change in fair value of investment properties 15,156,915 {4,734 ,468)
Foreign curmency translation adjustments 1467386 2000 0 -
Balance at the end of the year 110,679,447 6,680,147

The investment properties are valued by independent valuers. Properhies that are built on land rented from
others are valued using the discounted cash flow method.

The change in fair value of investment properties includes amount of KD 18,212 318 which represent the
Group's share of results from profit generated from revaluation of investment property owned by & subsidiary
Joint venture (Mediterranean Investment Holding P.L.C.) which is owned by 50% by the Group.

(b} The movement on the investment proparties under construction stated at cost during the year is as

fallows:;
2009 2008
Balance at the heginning of the year . -
Transfemed from capilal work in progress 75,395,787
Additions 3,968,866
Interest capitalized on investment properties in progress 2,956,759
Amortizad interest relating to investment propetties in progress 1,329,356
Fareign cumency translation adjustmenits 3,282,420
Balance at the end of the year 88,953,688

The Parent Company has certain properties erected on land leased from the Government for 25 years. The
Ministry of Finance had issued a resolution o terminate those contracts after the expiry of this 25 years
period. However. the Parent Company appeaied against this resoluton claiming for the renewal of those
contracts for another 25 years with the same temms. The Court of First Instance sustains the resolution of the
Ministry of Finance, after which the Parenl Company appealed against the resolution of the Court of First
Instance. The Court of Appeal in its sitting dated Jure 24, 2007 had decided in its verdict o cancel the
resolution of the Court of First Instance and o cancel the resclution of the Minister of Finance to withdraw
those properties and consider it 2 vwoid along with all its consequent effects. The Ministry of Finance
appealed against this verdict at the Court of Cassation which had decided in its session dated June 30, 2009
to revoke the Court of Appeal's vendict and cormoborate the Cour of First Instance’s verdict, which ruted that
the contracts of those properties are expired and the properties are to be handed over tg the Ministry of
Finance, that's and the Ministry had obtained possession of these properties from the parent Company on
March 24, 2010,
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13

16.

During the pricr years, the Group had recorded full provisions for those properties for consenvatism
purposes. In the Group's apinian, the Court of Cassation's verdict won't have negative financial impact on its
financial results as all necessary provisions in that regard are included in its records.

in the opinion of the External Legal Counsel of the Group, there is no ability lo comment cn the possibie
financial impact of neither the Court of Cessation's verdict nor the possible compensations which might
resuit for either party of the dispute, as there's no basis that would enable the Group of calculating these
financial results, possible compensations or evaluating the possibility of concluding new agreemenits for
those propenties in an accurate manner. Taking that into consideration as welk as the full provision recorded
for those properties in the Group's records, the Group's management had decided that no additional
provisions woulkd be necessary as at the date of consolidated statement of financial position.

Accounts payable and other credit balances

i 2009 2008
Current portion
Revenue received in advance 376,304 1,212,102
Refundable deposils from tenants 1,783,312 1,819,512
Retentions 299,935 324 577
Payabke to contractars 2572017 455,576
Dividend payable to sharehoiders 1,701,632 1,845 618
Accrued expenses 2,628,701 3944 486
Accrued interest {a) 334,114 954 473
Payaljie for Beard of Directors' remuneration 70,0040 .
Payatle for purchase of lands 12,869,644 22,915,252
Cther payables 3,221,293 5,008,685
Total cument partion 46 057,152 38,185,282
Non current portion
Revenue received in advance 11,419,085 7337 374
Retentions 32,489 346,500
Botried expenses B,775,082 6,234 D66
Provision for contractual obligations 777,688 790,432
Payable for purchase of lands 71,321,738 82,234 112
Other payables 2,051,913 943 164
Tatal non cument portion 92,378,005 §7.886,753

138,435,157 136072035

a) Acorued interest is normally settied guarterly to semi — annually

b} Thera is no materiat difference between the fair value and the book value of accounts payable and other
credit balances.

Deferred tax liability

This item represents the group share in the deferred tax liability to the joint venture {Mediterranean
Investment Hoiding P.L.C) being a Company registered in Maltas. The deferred tax liability of the joint
venlure was cakulated accomding to the applicable tax law and in accordance with the relevanl laws and
fiscal regulations that is applied in Mafta.
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17. Bank facilities

Curten;
Dverdrafl facalfy 'rort & local bans ~ampng an rleres! rate of 2 5% oer nmum over te
Certral Bank of Kuwart daoount rale repayabea or July ' 2010
Cverdrafl facilty from 2 local bank camying an inferest <Ble of 2% per annu over tha Cenlral
Bank of Kuwast discoun| rate repaid on December 1, 2009
Revolving mulb currency loens iom @ local bank garrying 8N interest rale of 1 75% par
annum oves fha Candral Bank of Kuwait dscount rate for KD [oans, repaid an April 23, 2000
Rewvalvirg mutd currancy loan from a lecal bank carrying an interest rate of 2.5% per Bnaum
owar the Catral Bank of Kuwait discawnt reta for KO loans. rapayaoke on Juby 1, 2010
Revohing nan hom a eal bank camying an mberesi rate af 2.5% por annum gver the
Cantral Bank of Kuwan discoent rare eoasd on December T, 3009
Remeobrng mult: currandy w0 from on !=iematoe o Sank arrdng an imenec) rate of 4% pes
AN ved the bank bomowng cost repgysok thioogh 3 squaksd quarier nstelleents bl
Octobes 1,2012
Pargnt company's share of & mult cumency term IDan froe @n intematioral bank secured by
8 gereral mortgage over the jont wenlure's assefs [Mediteransan |nvestrents Howding
PL.C. and its subsljieries) with no recourse on the parent compary and subject to flogting
inferest rates As of Dacambar 3%, 2009 the effective intarest rate is 1.5%, repayable within
1 year

Tatal curment poran of hank facilities

Harr-gurrent
Term loan fim 3 ocal bask adans A edge of cerlae shaves of tRe Gmups cvestent
The Pubdiz Warehowsing Co K 5.0 (Aaifty} carrying an interes! rate of 2 25% par annom
aver fne Sentral Bank of Kuwait degcoun] -ate . matunng in June 28, 2043 and repayabla o
11 equal ouaterly mslalments af KD 2216657 aach and & ballggn paymen of KD
47,916,663,
Midtarm inar granted from kcal bank carmying an inbersst rate of 1% per anpum over e
Central Bank o Kuwal discount il . matunng cn May 31,201
Long berm loan granted from locel bank camying an nterest rale of 3% per annum over e
Central Bank of Kuwat discownt rate  repayable or rialments ending on aprl 3] 214
Cuistarding balance of e kan from 2 local bark aganst @ pledge of certaen shaes of he
Group's invesstrsent in the Pablic Warshoosing Co K35 C 0 AgQity) carmang an iclerest rae of
2 35% per anmum pvar e Centra' Bank ¢ Kuwad discount fate | matirng on Mack 31
2015 tha total Ipan s repayable on 45 eoual quanerty instaliments of K2 4,000 000 each ard
& balloon payrmesd of KO 68 000,000,
Pargrd company's share of & muti cumency term {an from an intemetianal bank sequred by
4 peners morgage ower e @it venture's assels (Maditarranean Invesimants Holding
#.L.C. ard its subsadlarlas] with no teecurse an the parent company and subjest b floating
interes: rates. As of Decamber 31, 2008 ‘he effectlve interest rate is 2.5% repayable within
2-5 ymarg

Tatal non-cyrment porton of bank faciies
Tota bacs facriaes

=Ty

KD
KD
KD

KD

Lso

Libyan
Dirar

kD

wD

KD

Eura

10, X08
2508 522 8 BA3 405
- 585,327
- 30,000,000
14,006,000
- 28,000 00C
8,557 500 16587 )00
R8T, 510 .
17,961,532 84055 712
70,000,000
9973 284 -
11,500 003
117,500,000 .
10,497 045 2500578
15%.470.308 TZ.50 579
19240 441 155 55 310

One of the kocal banks renewed and amended a facility contract granted fo the parent company through
rescheduling the facilities with new conditions and secured by cerain properties owned by the parent
company and pledging certain of Public Warehousing Company K.5.C, {Aqility) shares.

Bank facilities amounting to KO 141,008,522 (2008 - KD 65 883,405) have been secured by promissory

notes amourting to KO 160,000,000 {2008 - kD122 000,0001.

The camying amounts of the bank facilities approximate their fair value
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18, Bonds

Bords represent the Parent Company's propofionate share in the bands issued by Mediteranean
Investmenl Holding P L.C {joint venture).

Interest
___ Curmency rate Repayableby 2009 2008
Euro (A) 7 5% December 4,2014 3,008,392 2,943 885
Euro (B) 7.5% August 4,2015 4,131,000 3872830

7,229 392 6.816,724

The movement duning the year is as follows'

2009 2008
Balance at the beginning of the year 6,816,724 3,031,500
Additions - 3922 234
Amartization of transaction cost 54,599 429
Foreign curmency transiation adjustments 357,769 {137 438
Balance at the end of the year 7,229,392 §816.724

During the year ended December 31, 2007, Mediteranean Investments Holding P.L.C. {joint venture} issued
bonds of a nominal value of € 15000000 as if they weren't redeemed earligr as per the redemption opticn
given within the issuance terms, they will be redeemed at face value an December 4. 2014 The issuer
reserves the right to redeem the bonds or any pan of the issue at any time pricr to the stated matunty on
gither of the interest payment dates falling in 2012 andfor 2013, Redemption of the bonds shall be made at
the face value of the bonds.

During the year ended December 31, 2008, Mediterranean tnvesiments Halding P.L.C. {joint venture) ssued
a seven year bond of € 15,000,000 camying an interest mate of 7.5% and maturing on Augusl 4, 2015 subject
to an over aflotmenl option for a further amount of € 5,000,000, The joinl venture exercised its aver alloment
option, thereby increasing the allotment to € 20,000,000,

In addition to the above, the issuer reserves the right to redeam all of the above bonds at any point of time
post issuance date.

19 Pravision for employees end of senvice indemnity

2005 2008
Balance at the beginning of the year 740,453 611,934
Charge for the year 191,478 195,518
Paid during the year (162,431) (67,399}
Balance at the end of the year 769,100 740,053

20. Share capital

The authorized, ssued amd fully paid-up share capital consists of 814,195 (6() shares (2008 - §14,195 060
shares) of 100 fs each
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21.

22,

23,

24,

Treasury shares

Humber of treasury shargs

Percentage of issued and fully paid up shares (%)
Market value (KDY

Cost (KD)

Stalutory resenve

2009 2008
38,988,251 39,188,251
4.76% 4,59%

7,719,674 3,012,427

7,179,151 7,015,148

As required by the Commercial Campanies Law and the Parent Company's Articles of Association, 10% of
the profit for the year atibutable to equity hokders of the Parenl Company before coninbution 1o Kuwatt
Foundation for the Advancement of Soences [(KFAS), Mational Labour Support Tax (NLST), Zakat and
Board of Directors’ remuneration is transferred to statutory reserve. The Parent Company may resolve to
discontinue such annual transfers when the reserve equals 50% of the capital. This reserve is not available
far distribution except in cases stipulated by Law and the Parent Company's Arlicles of Association,

Distritiition of the reserve is limited to the amount required to enable the payment of a dividend up to 5% of
paid-up share capital in years when accumulated profits are not sufficient 1o secure the payment of such a

dividend.

General and administrative expenses

Cleaning and maintenance

Security

Hilities

Insurance

Land lease and office rent

Legal fees

Subscriptions and communication

Advertising and marketing

Printing and stationary

Business travel

Hank charges

Company incorporation charges

Share of Maastricht Schodl of Management - Netherlands (relating to
revenue of a subsidiary}

Others

Net investmenl income

Dividend income

Unrealized loss from investments al fair value through income staterment

Realized gain on sale of investments at fair value through income
statement

Realized gain on partial sale of investment in an associate

Realized gain on sale of investments available for sale

2009 2008
{957,761) (809.062)
{201,054) (188,506}
{180,559) (267,202)

{70,970) (69,308}

(1,507 157) (1.226.717)
(376,287) (988,225)
{251,359) (173.961)
{548,387) (870,106)

{55,462) (72,114}
{271,048) (207 573)
(54,968} (42,085)
- (230,508)
{253,569) (252.945)
{2,705,443) (3,513 863}
(7434050 _ (8.915.175)
2009 008
121,035 722.097
. (430,654
- 118,110
- 2,683,011
34,208 360,723
155,243 3,454 287
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25,

26.

27

28.

29.

|mpaiment losses

Impairment losses of investment available for sale (Nole - 8}
Impairmert of investmenl in associate (Noke - 7)

Impairment of properties held for trading (Note - 11)
Impairment of property, plant and equipment (Note - 13

Other income

Promotional income

Service income — programs and courses fee
Service and registration mcome - Cther
Consultancy fees

Gain from money market furnds

Gain on partial disposal of investment property
Gain on sale of property, plant and equipment
Accrued expenses no longer required
Miscellaneous

Interest income

Interest from:
Zall accounts
Short term deposits
Cumrent account with a related party
Current account with a joint venturse

Balance due from Kuwait Ports Authority

Interest expense

Interast on:
Owerdrafts
Ter kans
Bonds

Provisions

Frovisicn relating to advance payments for purchase of an investment
property in rag {Note 5

Frovision for bad debts related 1o accounts meceivable and other debit
halances (Note 3)

Provision for interesl income due on the balance due from Kuwait Ports
Authority {Note 10-b}

Provision against leng term loan was granted to a joint venture {Note B)

2000 2008
(2,271,421) {4,760,664)
(1,173,619) -
(4,065,016)
(2,145,293) :
(9,655,349) (4,760.664)
2009 2008
132,708 175,577
1,162,451 1,234,267
59,608 242 459
149,000 8095
. 35,556
. 9,475
101,831 9,999
538,802 942,005
§29,431 546,345
2,973,829 3,203,778
209 2008
121,853 224 990
514,410 445,295
136,870 123,221
35,494 29,709
2,855,864 2585164
3,664,491 3,400,350
2009 2008
{540,787} (641.760)
(2,271,019) (2,519,504}
{138,735) (175.756)
(2,950,541) (3,337,110}
.. .. 2009 2008
- 11.096.347)
{451,842) (288,060
(2,855 864) {2,585,164)
(425,363) :
(3,733,089) (3,969 571]
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30t Confribution to Kuwait Fourdation for the Advancement of Sciences [KFAS)

Contribution to Kuwait Foundation for the Advancement of Sciences is calculated at 1% of the profit of the
Parent Campany after deducting Hs share of income from shareholding subsidianes and asscciales and
transfer to stabutory reserve.

There is no contibution 10 Kuwart foundation for advancement of sciences (KFAS) for the year ended
December 31, 2009, due lo not recognizing profits after deduchng the group’s share of proft from an
associate subject to the law of contribubon to Kuwait foundation for advancement of sciences (KFAS)

31. Mational Laber Support Tax (NLET)

National Labor Support Tax is calculated at 2.5% of the profit of the Parent Company and after deducting its
share of income from listed shareholding subsidiaries and associates and cash dividends from Kuwarti listed
shareholding companies.

There is no contribution to National labor support tax (NLST) for the year ended December 31, 2009, due o
not recognizing profits after deducting the group's share of profit from an associate subject to the law of
Mational [abor support tax {NLST)

32, Zakat

Contribution to Zakat is calculaled at 1% of the profit of the Parent Company after deducting its share of
income from sharehalding subsidiaries and associates in accordance with Ministry of Finance resclution No.
58{2007 effective December 10, 2007

There is no contribution to Zakat ior the year ended December 31, 2009, due fo not recognizing profits after
deducting the graup's share of profit from an associate subject to Zakat

33. Eamings per share

Eamings per share is computed by dividing net profit for the year atiributable to equity holders of the Parent
Company by the weighted average number of shares cutstanding during the year, as follows:

2009 2008
Het profit for the year attnbutable to equity holders of the Parent Company 29,520,104 18,291,821
2009 2008
Share Share
Number of issued and fully paid-up shares 814,195,063 514,185,063
Less: Weighted average number of rezsury shares [38,641,128) {35,125 080
Weighted average number of share outstanding 775,553,935 773,068 983
Fils ~ _Fiis
Eamings per share attributable to equity holders of the Parent Company 3846 23148
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NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2009

(Al amounls are in Kuwait Dinars)

35 Working capita)

36

_ . 2003 2008
Cument assets:
{>ash and cash egquivalents 11,081,010 16,678,195
Term deposit 600,000 -
Arcaunts receivable and gther debit balances §,276,335 6572 404
Quoted investments available for sale 11,787,088 11,269,350
Properties heid for rading 32,088,881 -
Tolal cument assets 61,833,114 34 510,949
Current liabiities.
Accounts payable and ather credil balances {46,057,152) (38,185 282)
Bank facilities . {32,961,532) (84,055,732}
Tatal current liahilities (79,018,684} {122,241,014)
Waorking capital {17,185,370) (E¥.721,065)

The Group's current liabilities exceed its current assets by an amount of KD 17185370 (2008 ~ KD
87,721,065}, This material and noticeable improvement in the level of the warking capital is resulted from the
Group's management success in the negotiations with the lending financial institutions to renew or
restructure the granted loans. This refects the reliance of the fnancial institutions on the guality of the
Group's assets and stability of s cash flows.

The consalidated financizl statements have been prepared assuming the Group will continue as a going
concem. The consolidated financial statements do not include any adjustment that might result from the
oulcome of the uncertainty. The Group's going cancem assumption refies on necessary support from
francial institutions, shareholders as well as the Group's ability to promote its cash infiows.

I the Group's management opinion, is kender financial institutions wilt renew the Group's outstanding
borrowlngs an their respective due dates considering the quality of the Group’s assets and the stabiiity of its
cash inflows, and that the majer shareholders of the Parent Campany as well as the associates will prowde
necessary support, if needed, to enhance the Group's cash inflows.

Contingencies and capital commitments

a) At December 31. 2008, the Group's management authorized capital commitments amounting to KD
4,918,278 (2008 - KD 15677 501)

by At December 31, 2008, the Group's capital commitment slated above include capital expenditune
arising from the Parent Company's interest in Mediterranean Investment Hoiding Co. P.L.C. {joint
venture) is as follows:

i} Capital expenditure contracted for the construction and development of real estate projects but not
yetincurmed amounted to KD 2 646 931 (2008 - KD 6,476 250).

(i) Capital expenditure authorized by the board of directors of the joint veniure but has not yet been
contracted for amounted to KD 343 247 (2008 - KD 373,750)

44



NATIONAL REAL ESTATE COMPANY K.5.C. AND ITS SUBSIDIARIES
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c}

d)

&)

Al December 31, 2009, the Parent Company had commitments under a non-cancelable operating
lease, primarity for land keased fram the Government of Kuwait for the Water Front Project as follows:

2010 - 2014 112,800
2015-2019 112,800
225,600

For the operating lease commitments, the Parent Company 18 required to give a bank guaranlee of
0 5% of the fotal vaiue of the capital project concemed for the purpose of maintenance services to be
provided by the final lessor.

The Group was cantingently liable in respect of the following:
2009 2008
Letters of guarantee 2,418,003 418 560
Letters of credit 84,986 412 368
2,502,989 830.928

One of ihe tenants of the Kuwart Free Trade Zone had filed a complaint against the Parenl Company
claiming for & compensation amounting to KD 11,632, 382, An Arbitration Commitiee was formed under
the supervision of Ministry of Commerce and Industry. The Parent Company's management submitted
many memoranda objecting about the non-compelency of the Arbitration Committee, disapproving the
arbitration procedures and agreement, and request for denying the case. However, the Arbitration
Committee continued to pedom its function and declared 3 verdict on Movember 15, 2003 abliging the
Parent Company to pay compensation for losses suffered amounting b KO 3,600,000

The Parent Company's management appealed against the verdict of the Arbitration Committee dated
Movember 15, 2003. On January 19, 2004, the General Court declared that the verdict by Arbilration
Committee daled Novermber 15, 2003 is void, and forwarded Ihe case 1o the Experts Department in
Ministry of Justce which had concluded in its report that no compensation to be done 1o the tenant and
the Court of First Instance issued its ruling in which the Artitration decision was nullified and the
gompensation claim was rebuffed. The Court of Appeal sustained the decision of the Court of First
Instance. The tenant has appealed against the decision of the Gourl of Appeal in the Court of Cassation
which has issued the verdict in favor of the Parent Company an June 17, 2008,

As per the degision No. 507 in 2008, the Ministry of Commerce and Industry cancelled the management
contract of Kuwait Free Trade Zone in Shuwaikh port dated May 30, 1998 between the Ministry of
Commerce and Industry and National Real Estale Company K.S.C {the managing company). Due to
this, the managing company had lost its control over the assels located in KFTZ, Accomingly. the
managing company had recognized the following provisions.

All these provisions were made on a conservatism approach and not as sumender 1o the vabdity of the
resolution.

Amount
Assets located in KFTZ 11,172,070
Prowision for contractual obligations relating to the canceliation of
management's contract of Kunwait Free Trade Zone 1,653,236
Frovisicn for doubtful debis 535.118
13,360,424
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The managing company had filed a case under 939/2008 appealing against the decision of Ihe Ministry
of Commerce and Industry for the cancellation of a management contract for KFTZ. Qn Apnl 15, 2007,
the court forwarded the case to the Experts Department in the Ministry of Justice which 15 still reviewing
the case, where a session is set on February 23, 2010 to issue its report in this regard, which is still
under process.

As per the opinicn of the managing company's external legal counsel heanng, the decision of the
Ministry of Commerce and Industry would be cancelled and in case the decision is not cancelled, then
the managing company has the right ko recover all expenses incurred due to cancellation of the contract
before its maturity and has also the right 1o be compensated for future benefits for the rest of the
managing contract term.

The managing company is in process of performing an assessment of the compensation i case the
eourt sustaing the cancellation resolution. In such event, the managing company proposes to offer an
initiative for a considerate settlement of its rghts with the government. In the event of failure of the
iniliative, a claim s proposed lo be filed by the managing company for the recovery of those
compensation clams as per the law

g} The Parent Company had filed a legal case No. 277/2005 against Kuwait Ports Authority & one of the
Transport companies claiming for the unpaid and dug rentals from their utilization of cartain plots in
Kuwait Free Trade Zone during its management by the Parent Company. The Court of First Instance in
its sitling dated February 15th, 2010 had ruled in favor of the Parent Company obliging Kuwait Forts

Authority & that Trangport Company 1o jointly pay the Parent Company an amount of KD 6,956 416 for
ther areas and duration as stated in that ruling. The court had aisc denied the case filed by Kuwait Ports

Authonty & that Transport Company against the Parent Company in the same regard. Both Kuwait
Ports Authority & that Transport Company had appealed against that ruling. The Parent Company had
appealed against it as well, as it balieves in its nght for compensation amaunks more than that stated m
the court ruling. Currently the Court of Appeal is in process of setting the date for the next hearing.

The amount stated in the court ruling represents a portion of the rentals due from Kuwait Ports Autharity
as recorded in the Parent Company's records As it was appealed against that nuing, and due to not
receiving any amounts yet by the Parent Company, No adjustments were recorded in the Panent
Company’s books for conservatism purposes, as the Parent Company's books include all the required
provisions in that regard (Note 10 —c).

37. Financial risk management

I the nomal course of business, the Group uses primary financial instruments such as cash and cash
gquivalents, investments, receivables, net amount due from Kuwait Ports Authority, payables, bank facilities
and bonds and as a result, is exposed 1o the nisks indicated below. The Group currently does not use
derivative financial instruments to manage its exposiire o these risks.

Credit rigk:

Credit nsk is the nisk that one party to a financial instrument wil fail to discharge an obiigation causing the
olher party to incur a financial koss. Financial assets which polentially subject the Group lo credit risk consist
princigalty of cash and cash equivalents, receivables and net amount due from Kuwait Ports Authority, The
Group's cash and cash equivalents are placed with high credit rating financial institutions. Receivables are
presented net of allowance for doubtful debts

The Group's maximum exposure ansing from defaull of the counter-party is limited to the carrying amount of
¢ash and cash equivalents. receivables and net amount due from Kuwait Ports Authority,
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Liquidity risk:

Liquidity risk is the risk that the Group will encounter difficutty in raising funds to meet commitments
associated with financial instruments. To manage this risk, the Group pericdically assesses the financial
viability of customers and ensures adequats balances are maintained in cash and cash equivalents or other
investments that are readily realizable.

a) The maturity profile of financial liabiiies was as follows:

R —r er Pt — m
Up o 1.5 Over 3
Financia! llabillties 1 menth __1-3 months +12 months years yedrs Tetal
Accourts  payabk  and
other credit balances 172704 2103012 43,781,436 o181, 906 LM 138,435,157
Bank Facilities . - 12,961,332 93.470,208 55,004,000 192431841
Bonds —— - . 3098382 4,131,000 7,229,092
172, T 2,101,012 76,742,968 188,730,887 72,347,008 338,099,380
- 2008 .. . -
Upto 1-3 1-5 Cver &
Financial lighilities 1 manth ranths 312 mionths ygars _ _ _years Tetal
Accoums payable and other
credit balances 1152,115 4595971 32,433,194 94,826,980 KNI 136,072 035
Bank facilties - 36,293,500 47,752,232 72.500,578 - 155,556,210
Barwds - - - <. . BBaTH 8816724
“-1577°5 40.B91.ATI 80,195 42¢ TE7 327 564 9875481 290 445065

b)  The analysis of the Group's contingent liabilties and capital commitments by remaining contractual

maturities was as follows:
- 008
Uplo? 1.1 I-12 1-5 Onwar 3
_ Contingant Liabilities menth  manths months ___ years years Totai

Lattery of guarantes . - 2,418,003 - . 2,415,003
Latters of credit - 54,586 - . 34,908
Capitsl comritments 244,054 _Srase 3,325,266 1,287,009 4,918,279

24054 142 936 5,743,289 1,287 009 T4 268

e 2008

wpia! 1.3 3-12 1-8 Thver §

Canuroent Liahilries pLully _monThs months years years Taa
Leflers of guaranies - 418 555 - - 418 568
Letlers of Creot - - 412,358 . . 412 358
Capal comnmitmerts 344 379 3,281 548 £.587.308 5,285,066 69,200 15677501

184 3y 3281548 7 A18.245 5.255 066 168,200 16.502.438

Interast rate risk

Financial instruments are subject to the nsk of changes in value due to changes in the level of interest. Tha
effective interest rates and the pericds in which interest bearing financial assets and liabilities are re-priced
or mature are indicated in the respective notes.
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The following table demonstrates the sensitivity fo a reasonably possible change in interest rates, with all
other variables held constant, of the Group's profit (through the impact on short term deposits, floating rate
borrowings and bonds). There is no impact on Group's equity regarding this matter,

Effect on
Conschdated
Increase { {Decrease) in Balance on stalerment ol
fear nterest rate ___ December 31 neome
2009
Bank deposits + 50 basis points §,561,297 42 808 +
Cverdrafts t 50 basis points (9,506,522) 47533 +
Loans t 50 basis Pﬂ'il'lts |:1 8292521 9} 914,627 hd
Bonds t 50 basis points {7,229.392) 38,147 +
2008
Bank gaposits t 50 hasts poinis 9097234 49986 +
Overdrafis + B0 basis painls (9.468 732y 47 3144+
Loans + 50 basis phinks (14T 08T 578 735435 «
Bonds t 50 basis points ib.816,724) 34084 ¢

Fareign currency risk

The Group incurs foreign cumency risk on transactions that are denominated in a currency olher than the
Kuwaiti Dinar. The Group may reduce its exposure to fluctuations in foreign exchange rates through the use
aof denvative financial instruments The Group ensures that the net exposure is kept to an acceplable level,
by dealing in currencies that do not fluztuate significantly against the Kuwaiti Dinar,

The following table demonstrates the sensitivity lo a reasonably possible change in the foreign exchange
between cther cumencies and Kuwaitk Dinar.

Efect on Effed on consobdated
Cansoddated statement of
Change in foreign statament of comprahensive
Currencies currency rale INCOMe . noome
2009
U5 Daollar 5%, IT4LET + 22698 +
Euro 5% 234572 + 5042 «
UAE Dirham: 5% 1,738,340 + 47,609 +
Qatari Rlyal 5% 112 + 67.267 +
Jardanian Dinar 5% 176,055 +
Egyptian Pound x5% 3767594 +
Cthers =% 11,996 +
2008

US Dollar +5% 798,978 * 126
Eurg +5% 131632 + B3+
LIAE Diham +5% 2,006 403 + 15948 +
Qatari Riyal +5% 108 + 58,243 1
Jardanian Cinar +5% 196,650 +
Egyptian Pound *5'% 3443449 +
Cithers +5% 1343 +
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Equity price risk

Equity price risk 15 a risk that the value of a financial instrument will flucluate as a result of changes in the
level of equity indices and the value of individual stocks, whether those changes are caused by factors
specific to the indnadual instrument or its issuer or factors affecting all Instruments traded in the market. The
Group manages this rigk throvgh diversification of investments in terms of geographical distribution and
industry concentration. The equity price risk expasure anses from the Group's investment in equity securties
classified as 'avatlable for sale investments'.

The following table demonstrates the sensitivily to a reasonably possible change in equity indices as a result
of change in the fair value of these investments:

2009 ~ 2004
Effect on Effect on
Changa In consolidated Change consglidated
equity statement of in equity statemant of
price comprehansive pce Comprenensive
Markel indigas ki . incame o _ _ .. income i
Kuwait Stock Exchange 3% 281,418 + 15% 0T EST +
Doha Securities Markat 5% 87,267 + 15% 58.243 +
Abu Ohabi Secunties Market 5% 47,609 + 5% 35949 -
HASDAL +3% 22 598 + 5% 4791 -
Mala Stock Exchanga 5% 45 450 + +5% 49606 +

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a curment transaction
between knowledgeable willing parties in an arm's length transaction, other than in a forced or liquidation
sale. Fair values are obtained from current bid prices, discounted cash flow models and other models as
appropriate. At December 31, the fair values of financial instruments approximate their carrying amounts,
except that it was not possible to reliably measure the fair value of certain available-for-sale investments as
indicated in Note 6.

Effective 1 January 2009, the Company adopted the amendment to IFRS 7 for financial instruments that are
measured in the Statement of financial position at fair value, this requires disclosure of fair value
measurements by level of the following fair value measurement hierarchy:

= Cuoted prices {unadjusted} in active markels for identical assets or liahihties {level 1),

* [nputs other than quated prices included within level 1 that are observable for the asset or liability, either
directly {that is as prices} or indirectly {that is, derived from prices) (level 2.

o |nputs for the asset or liability that are not based on observable markel data {that is, unobservable inputs)
{level 3).

The following table presents the Company's assets and liabilities that are measured at fair value at 31
December 2009

Level 1 Level2 Total
Investment availabie lor saie:
Quoted securties B 714,169 . g.71d 169
Managed portfolios and funds . 4722919 4722919
8,714,169 4722919 13,437,088
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38.

The fair value of financial instruments lraded in active markets is based on quoted market prices al the end
of reporting period. A market is regarded as active if quoted prices are readily and reguiarly available from
an exchange, dealer, broker, industry group, pricing service. or requiatory agency, and lhose prices
represent actual and regularly occuming market transactions on an amm's length basis. The quoted market
price used for inancial assets held by the goup is the cumrent bid price These instruments are included in
tevel 1. Instruments included in fevel 1 compnse primanty traded equily investments classified as trading
securities or available-for-sale.

The fair value of financial instruments that are not traded in an active market (for example, over-the-counter
derivatives) is determined by using valualion techniques. These valuation techniques maximize the use of
observable market data where it is availlable and rely as litle as possile on entity specific estimates. If alf
significant inputs required to fair value an instrument are observable, the instrument is included in leved 2,

If one ar more of the significant inputs is not based on observable market data, the instrument is included in
level 3.

Specific valuation technigues usad 1o value financial instruments include:

= (uoted market prices or dealer quatas for similar instruments.

= The fair value of interest rate swaps is calsulated as the present value of the estimated fulure ¢ash
flows based on observable yield curves.

o The fair value of forward fareign exchange contracts is determined using forward exchange rales at the
end of reparting penod, with the resultng value discounted back to present value.

s (ther techniques, such as discounted cash flow analysis, are used to determine fair value for the
remaining financial instruments.

Capital isk management

The Group's objectives when managing capital resources are to safeguard the Group's ability to continue as
a going cancern in arder to provide returns for sharehgldars and benefits for other stakeholders and to
maintain an optimnal capital resources structure 1o reduce the cost of capital.

In order to manlan or adjust the capital resources structure, the Group may adjust the amaunt of dividends
pard o shareholders, retum paid up capital to sharehelders, issue new shares, sell assels to reduce debt,
repay loans or obtain additional loans.

Consistent with others in the industry, the Group moniters capital on the basis of the gearing ratio. This ratip
is caloulated as net debt divided by total capital. Net debt is calculated as total bormowings (including “current
and non-curent bomowings' as shown in the consolidated statement of financial position} less ¢ash and
cash equivalents. Total capital is calculated as 'equity' 25 shown in the consolidated statement of financial
position pMus net debt

For the purpase of capital risk management, the total capital resources constst of the fullowing companents:

2009 2008

Bank facilties 192,431,841 156,556,310
Bands 7,228,392 6,816,724
Less: Cash and cash eguivalents {11,081,01¢) {16.678,195)

Term deposit {600,000) -
Net debt 187,980.223 146,634 839
Total equty 2549756 232763631
Total capital resources 463,129 579 379458 470
{Gearing Ratio 40.56% 38.65%
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39. Proposed dividend and General Assermnbly

The Board of Directors of the Parent Company proposed na cash dividends nor benus shares for the year
ended December 21, 2009. This propasal is subpect to the approval of the shareholders' general assembly
ard responsible authonties.

Shareholders’ General Assembly

The annual shareholders' general assembly meeting was held on May 27, 2009 and had approved no
distribution of either cash dividends or borus shares for the year ended December 31, 2008 (December 31,
2007: Cash dividends of 20 fils per share and bonus shares of 10 shares for every 100 shares).

On the same meeting as well, the shareholders' general assembly had decided lo decline the proposal of
cancelling the parent company's share capita! increase ta KD 103,624 826 through issuing 222 053,200 new
shares at a par value of 100 Als per share and a premium of 150 fils per share totaling to a subscnpton
price of 250 fils per share.

As of the date of accompanying consolidated financial statements, the subscription of new shares has not
commenced as the parent company is awaiting the approvals from the official authorities.
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