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INDEPENDENT AUDITORS' REPORT

The Shareholders
Al Mazaya Holding Company K.S.C. (Holding)
State of Kuwait

Report on the consolidated financial statements
We have audited the accompanying consolidated financial statements of Al Mazaya Holding Company K.S.C.

(Holding) (the Parent Company) and its subsidiaries (the Group), which comprise the consolidated statement of
financial position as of December 31, 2010, and the consolidated statements of income, comprehensive income,
changes in equity and cash flows for the year then ended and a summary of significant accounting policies and

other explanatory notes.

Management's responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with Intemational Financial Reposting Standards, and for such intemal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

Auditor's responsibility

Cur responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with Intemational Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
emor. In making those risk assessments, the auditor considers internal control relevant to the entity's preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of

the consolidated financial statements.

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



AUDITING OFFICE
ALl OWAID RUKHAEYES

AL-WAHA W RSM Albazie & Co.

2 Public Accountants

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of
Al Mazaya Holding Company K.S.C. (Holding) and its subsidiaries as of December 31, 2010, and of its financial

performance and its cash flows for the year then ended in accordance with Intemational Financial Reporting
Standards.

Report on_other legal and requlatory requirements
Also in our opinion, the consolidated financial statements include the disclosures required by the Commercial

Companies Law and the Parent Company's Articles of Association, and we obtained the information we required
to perform our audit. In addition, proper books of account have been kept, physical stocktaking was carried out in
accordance with recognized practice, and the accounting information given in the Director's Report is in
agreement with the Parent Company's books. According to the information available to us, there were no
contraventions during the year ended December 31, 2010 of either the Commercial Companies Law or of the
Parent Company's Articles of Association which might have materially affected the Group's financial position or

results of its operations.

Ali Owaid Rukheyes =T, Bhuaib A. Shuaib
Licence No. 72 - A Licence No. 33-A
Member of the Intemational Group RSM Albazie & Co.
of Accounting Firms

State of Kuwait
March 30, 2011



AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS OF DECEMBER 31, 2010
(All amounts are in Kuwaiti Dinars)

ASSETS

Cash and cash equivalenls
Accounts receivable and other debit balances
Murabaha receivable
Properties held for trading
Investments available for sale
Investment in associates
Investment in joint venlures
Investment properties
Fixed assels
Leasehold land
Goodwill

Total assels

LIABILITIES AND EQUITY

Liabilities:
Bank overdraft
Accounts payable and olher credit balances
Term ioans
Wakala and Murabaha payables
Deferred consideration on acquisition of properties
Provision for end of service indemnity
Total liabilities

Equily:
Share capital
Share premium
Statutory reserve
Voluntary reserve
Treasury shares reserve
Cumulalive changes in fair value
Assets revaluation surplus
Foreign currency Iranslation adjustments
Effect of changes in subsidiary's treasury shares
Effect of changes in subsidiary's equity
(Accumulated losses) retained earnings

Treasury shares

Equity attributable to equity holders of the Parent Company

Non-controlling interests
Total equity
Tolal liabilities and equity

Note 2010 2009

3 20,483,961 28,160,304
4 9,685,383 31,531,428
2,609,309 3,223,456

5 138,072,881 126,122,141
B 18,406,908 24,713,492
7 13,263,803 10,414,824
8 11,525,814 11,790,446
9 115,374,019 100,232,287
10 294,720 22,796,458
1 1,547,470 1,620,248
3,091,732 3,001,732

335,256,000 363,716,816

13 4,971,120 5,073,936
12 125,823,543 107,223,322
13 42,000,000 44,970,000
14 8,500,000 8,500,000
15 30,070,031 31,464,443
257,276 283,952

211,621,970 197 515 653

16 49,947,675 40,947,675
17 75,714,871 75,714,971
18 9,646,725 9,646,725
18 6,711,805 9,646,725
18 . 701,077
18 (202,370) 56,055
18 . 519,366
18 981,425 1,478,702
(457,645) (457.645)
88,612 (156,410)

(8,609,811) 4220515

133,821,367 151,317,756
20 (18,113,786) (27.189.284)
115,707,601 124,128 472

7,926,429 42,072,691

123,634,030 166,201,163

335,256,000 363,716,616

The accompanying notes (1) to (36) form an integral part of the consolidated financial statements

Rashid Y. Al-Nafisi

Chairman




AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2010
(All amounts are in Kuwaiti Dinars)

Gross profit

Renlal income

Management fees, commission and consultancy income
Net investment (loss) income

Group's share of results from associates

Gain from sale of an associate

Dilution gain

Group's share of results from joint veniures
Loss on partial disposal of a subsidiary

Gain on waiver of capital subscription
Provisions no longer required

Murabaha income

Interest income

Other income

Impairment fosses for properties held for frading
Changes in fair value of investment properties
Provisions for doubtful accounts

General and administrative expenses
Marketing expenses

Expenses related to equity settied share based paymenls
Depreciation and amortization

Expenses on compleled projects

Foreign cumency exchange differences

Finance charges

Net (loss) profit for the year

Attributable to:
Equity holders of the Parent Company
Non-controlling interests
Nel {loss) profit for the year

(Loss) Eamings per share attributable to equity holders of the

Parent Company

Noles 2010 2009
21 4475217 12,182,475
919,643 -
22 1,687,125 1,056,870
23 {1,725,645) 428,031
7 {493,477) 48,811
7 546,743 -
7 134,620 -
8 (177,737) (226,592)
- (568,002)
4 - 7,308,045
24 349,901 8,255,715
131,077 45,637
519,122 717,726
280,957 747,065
{1,912,000) -
8 (8,863,029} {16,028,799)
4 (158,565) (800,889)
{2,797,760) (3,250,588)
(213,584) (206,303)
- {122,543)
25 (371,274 {385,567)
(77,285) {43,917)
114,662 (774,095)
{2,670,351) (2,386,362)
{10,301,640) 5996718
(6,609,811) 5,153,053
(1,691,829} 843,665
(10,301,640 5,996,718
Fils Fils
27 {16.38) 11.46

The accompanying notes (1) to (36) form an integral part of the consolidated financial statements




AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

Notes 2010 2009

Net {loss) profit for the year {10,301,640) 5,996,718
Other comprehensive income:
Foreign currency transiation adjustments (497,217) 2,286,244
Investments available for sale 6 (546,170) 56,055
Assets revaluation surplus (519,366) {103,873)
Other comprehensive (loss) income for the year: (1,562,813) 2,238,426
Total comprehensive {loss) income for the year {11,864,453) 8,235,144
Attributable to:

Equity holders of the Parent Company (9,884,879) 7,322,912

Non-controlling interests (1,979,574) 912,232
Total comprehensive (loss) income for the year (11,864,453) 8,235,144

The accompanying notes (1) to (36) form an integral part of the consolidated financial statements
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AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2010
(All amounts are in Kuwaiti Dinars}

Cash flows from operating activities:

Net {Loss) Profit for the year

Adjustments for:
Net investment loss {income)
Group's share of results from associates
Gain from sale of an associate
Dilution gain
Group's share of results from joint ventures
Loss on partial disposal of a subsidiary
Gain on waiver of capital subscription
Provisions no longer required
Murabaha income
Interest income
Impairment losses for Properties held for trading
Changes in fair value of investments properties
Provisions for doubtful accounts
Expenses related to equity settled share based payments
Depreciation and amortization
Foreign cumrency exchange differences
Finance charges
Provision for end of service indemnity

Changes in operaling assets and liabilities:
Accounts receivable and other debit balances
Murabaha receivable
Properties held for trading
Investment properties
Accounts payable and other credit balances
Deferred consideration on acquisition of properties

End of service indemnity paid
Net cash generated from {used in} operating activities

Cash flows from investing activities:

Proceeds from sale of investments at fair value through income statement

Paid for purchase of investments avaitable for sale
Proceeds from sale of investments available for sale
Proceeds from partial disposal of a subsidiary
Investment in associates

Investment in joint ventures

Investment in an unconsolidated subsidiary

Dividend income received

Murabaha income received

Interest income received

Paid against increase in equity holding of a subsidiary
Fixed assels

Net cash generated from {used in) investing activities

2010 2009
(10,301,640) 5,996,718
1,725,645 (428,031)
493,477 (48,811)
(546,743) .
(134,620) -
177,737 226,592
: 568,002
. (7,308,045)
(349,901)  (8,255,715)
{131,077) (45,637)
(519,122) (717,726)
1,912,000 -
8,863,020 16,028,799
158,565 800,889
. 122,543
an 274 385,567
(114,662) 774,095
2,670,351 2,386,362
(23,768) 106,753
4,250,545 10,502,355
22,152,037 4,915,507
302,185 -
(22,727,738) (26,165,536
(9933,242)  (9,380,400)
30,443,370 18,977,276
(996,795)  (3,582,792)
23,490,362 (4,643,590)
(2,611) (37.450)
23,487,751 (4,681,040)
. 1,258
(11,003,541} (47,011,510)
6,040,726 39,663,320
. 3,239,441
5,898,858 (616,075)
- (215,133)
. 268,400
422122 960,751
131,077 -
519,122 668,605
1,866,266 (546,220)
1,387,123 (14,836,930)
5261753 (18,424,093)




AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTD.)
FOR THE YEAR ENDED DECEMBER 31, 2010
{All amounts are in Kuwaiti Dinars)

Cash flows from financing activities:
Bank overdrafts

Term loans

Purchase of treasury shares

Purchase of subsidiary's treasury shares

Finance charges paid

Wakala and Murabaha payables

Proceeds from sale of treasury shares

Movement in non-controlling interests

Net cash {used in} generated from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year (Note 3)

2010 2009

(102,816) (19,807)
(2,970,000) i

(759,281) (848,642)
: (409,311)
(2,670,351)  (2,262,565)
- 2,430,000
1,978,267 847,993
(31,921,666) 2,790,912
(36,445,847) 2,528,580
(7.696,343)  (20,576,553)
28,180,304 48,756,857
20,483,961 28,180,304

The accompanying notes (1) to (36) form an integral part of the consolidated financial statements.




AL MAZAYA HOLDING COMPANY K.S.C. {HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

1. Incorporation and activities

Al Mazaya Holding Company - K.S.C. {Holding) was incorporated on November 7, 1998 under the
Commercial Companies Law No. 15 of 1960 and amendments thereto.

The Parent Company is engaged in investment in local and foreign companies, real estate properties and
consultancy services.

The registered office of the Parent Company is at Salhia Complex, Fahed Al Salem Street, £.0. Box 3546,
Safat 13036, Kuwait.

The number of employees as at December 31, 2010 was 94 (2009 -103).
These consolidated financial statements were approved for issue by the Board of Directors on March 30,
2011. The shareholders' General Assembly has the power to amend these consolidated financial statements

after issuance.

2. Significant accounting policies

The accompanying consolidated financial statements have been prepared in accordance with the
Intemational Financial Reporting Standards issued by the Intemational Accounting Standard Board {IASB).

Significant accounting policies are summarized as follows:
a) Basis of preparation

The consolidated financial statements are presented in Kuwaiti Oinars and are prepared under the
historical cost convention, except for the following items that are stated at their fair value:

. Quoted investments avaiiable for sale
. Investment properties

The accounting policies applied by the Group are consistent with those used in the previous year
except for the changes due to implementation of the following new and amended International
Financial Reporting Standards as of January 1, 2010:

IAS 1 {Amendment), “Presentation of financial statements"

The Amendment is part of the IASB's annual improvements project published in April 2009. The
amendment provides clarification that the potential settlement of a liability by the issue of equity is not
relevant to its classification as current or noncurrent. By amending the definition of current liability, the
amendment permits a liability to be classified as non-curent (provided that the Group has an
unconditional right to defer seftlement by transfer of cash or other assets for at least 12 months after
the accounting period) notwithstanding the fact that the entity could be required by the counterparty to
seftle in shares at any time. The Amendment did not have a material impact on the Group's
consolidated financial statements.




AL MAZAYA HOLDING COMPANY K.S.C. {HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

IFRS 2 (Amendment}, “Group cash-settled and share-based payment transactions”

In addition to incorporating IFRIC 8, “Scope of IFRS 2°, and IFRIC 11, “IFRS 2 - Group and treasury
share fransactions’, the amendments expand on the guidance in IFRIC 11 to address the
classification of Group arrangement that were not covered by that interpretation. The Amendment did
not have a material impact on the Group’s consolidated financial statements.

[FRS 5 (Amendment), *Measurement of non-cumrent assets (or disposal groups) classified as held-
for-_sale”

The Amendment is part of the IASB’s annual improvements project published in April 2009, The
Amendment provides clarification that IFRS 5 specifies the disclosures required in respect of non-
current assets (or disposal groups) classified as held for sale or discontinued operations. It also
clarifies that the general requirement of IAS 1 still apply, particularly paragraph 15 (to achieve a fair
presentation) and paragraph 125 (sources of estimation uncertainty) of IAS 1. The Amendment did not
have a material impact on the Group's consolidated financial statements.

|AS 7 “Statement of cash flows”

The Amendment is part of the IASB's annual improvements project published in April 2009.
The Amendment explicitly states that only expenditure that results in recognizing an asset can be
classified as a cash flow from investing activities.

IFRIC 17, “Distribution of non-cash assets to owners” (effective for annual periods beginning on or
after on or after 1 July 2009).

The interpretation is part of the IASB's annual improvements project published in April 2009. This
interpretation provides guidance on accounting for arrangements whereby an entity distributes non-
cash assets to shareholders either as a distribution 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
distribution in their present condition and the distribution is highly probable.

Amended |AS 27 “Consolidated and Separate Financial Statements”

|AS 27 requires that a change in the ownership interest of a subsidiary (without loss of control} is
accounted for as a fransaction with owners in their capacity as owners. Therefore, such transactions
will no longer give rise to goodwill, nor will they give rise to gains or losses. Furthermore, the amended
standard changes the accounting for losses incurred by the subsidiary as well as the loss of control of
a subsidiary. The changes by IFRS 3 and AS 27 will affect future acquisitions or loss of control of
subsidiaries and transactions with non-controlling interest.

IAS 38 (Amendment), *Intangible Assets”

The Amendment is part of the IASB's annual improvements project published in April 2009 and the
Group adopted 1AS 38 (Amendment) from the date IFRS 3 (Revised) is adopted. The Amendment
clarfies 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 single asset if each asset has similar
useful economic lives. The Amendment did not result in a material impact on the Group's consolidated
financial statements.

10



AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

{All amounts are in Kuwaiti Dinars)

Standards and Interpretations issued but not yet effective
The following IASB Standards and Interpretations have been issued but are not yet effective, and
have not yet been adopted by the Group:

IFRS 9 “Financial Instruments”
The Standard, which will be effective for annual periods beginning on or after January 1, 2013,
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 model for managing the financial assets and
the contractual cash flow characteristics of the financial assets. Financial assets are measured either
at amortized cost or fair value.

These requirements improve and simplify the approach for classification and measurement of financial
assets compared with the requirements of IAS 39. They apply a consistent approach to classifying
financial assets and replace the numerous categories of financial assets in IAS 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 categories.

Others:

Limited Exemption from Comparative

CIEC IR - Disclosures for First time Adopters

T|-,l\mendments to IFRS 7 Disclosures - Transfers of Financials Assets

dAS 24 (Revised in 2009) - Related Party Disclosures

sAmendments to IAS 32 - Classification of Rights Issues

€Amendments to IFRIC 14 i Pr;g:ﬁ?:r:?n?f ST ATl

dFRIC 19 - Extinguishing Financial Liabilities With Equity Instruments
mended standards are not expected to have a material impact on the Group’s consolidated financial

statements.

The preparation of the consolidated financial statements in conformity with intemational Financial
Reporting Standards requires management to make judgments, estimates and assumptions in the
process of applying the Group’s accounting policies. Significant accounting judgments, estimates and
assumptions are disclosed in Note 2(c).

b) Recognition / derecognition of financial assets and financial liabilities

A financial asset or a financial liability is recognized when the Group becomes a party to the
contractual provisions of the instrument. Financial asset (in whole or in part) is derecognized when the
contractual rights to the cash flows from the financial asset expire or when the Group transfers
substantialty all the risks and rewards of ownership or when the Group has neither transferred or
retained substantially all the risks and rewards of ownership and when it no longer has control over
the asset or a proportion of the assets. A financial liability is derecognized when the obligation
specified in the contract is discharged, cancelled or expired.

1



AL MAZAYA HOLDING COMPANY K.S.C. {HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

¢} Critical accounting judgments, estimates and assumptions

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

a) Judgments

In the process of applying the Group's accounting policies which are described in Note 2,
management has made the following judgments that have the most significant effect on the amounts
recognized in the consolidated financial statements:

(i) Revenue Recognition

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

(ii) Determination of contract cost

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

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

1) Properties held for trading

When the intention of the Group is either to sell land in the ordinary course of business or to develop
land in order to sell it in the future, both the land and the construction are classified as properties held
for trading.

2) Investment properties

When the intention of the Group is to eam rentals from land, hold land for capital appreciation,
develop land in order to earn rentals or if the intention is not determined for and, the land is classified
as investment property.

3) Fixed assets
When the intention of the Group is to develop a land in order to occupy it in the future, both the land
and the construction costs are classified as work in progress — Fixed assets.

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

(v) Classification of investments
On acquisition of an investment, the Group classifies its investments as investments available for sale.
The Group follows the guidance of IAS 39 on classifying its investments.

vi) Impairment of investments

12



AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

{All amounts are in Kuwaiti Dinars)

The Group follows the guidance of IAS 39 to determine when an available-for-sale equity investment
is impaired. This determination requires significant judgment. In making this judgment, the Group
evaluates, among other factors, a significant or prolonged decline in the fair value below its cost; and
the financial health of and short term business outlook for the investee, including factors such as
industry and sector performance, changes in technology and operational and financing cash flow. The
determination of what is "significant” or "prolonged" requires significant judgment.

{vii) Application of IFRIC 15 — Agreements for the construction of real estate.

The determination, whether the agreements within the scope of IAS 11- Construction Contracts or
IAS 18 ~ Revenue, require significant judgment.

b) Estimates and assumptions

The key assumptions conceming the future and other key sources of estimating uncertainty at the
consolidated statement of financial position date that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed
below.

(i) Fair value of unquoted equity investments

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

(ii} Impairment of goodwill

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

(iii) Construction contracts

Revenue from construction contracts that are considered to be within the scope of IAS 11 are
recognized in accordance with the percentage of completion method of accounting measured by
reference to the physical percentage of completion. The revenue recognition as per the above criteria
should comespond fo the actual work completed. The determination of estimated costs and the
application of percentage of completion method involve estimation. Further, the budgeted cost and
revenue should consider the claims and variations pertaining to the contract.

(iv) Provision for doubtful debts

The extent of provision for doubtful debts involves estimation process. Provision for doubtful debts is
made when there is an objective 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 include analysis, technical assessment and subsequent events. The provisions and write-
down of receivables are subject to management approval.

(v) Revaluation of investment properties

The Group carries its investment properties at fair value, with changes in fair value being recognized
in the consolidated statement of income. The Group engaged an independent valuation specialist to
determine fair value as at December 31, 2010. For the investment property the evaluator used a
valuation technique based on a discounted cash flow model as there is a lack of comparable market
data because of the nature of the property. The determined fair value of the investment properties is
most sensitive to the estimated yield as well as the long term vacancy rate.
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d) Principles of consolidation

Subsidiaries are those enterprises controlled 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 to obtain benefits from its activities. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control effectively commences
until the date that control effectively ceases. Inter-company balances and transactions, including inter-
company profits and unrealized profits and losses are eliminated on consolidation. Consolidated
financial statements are prepared using uniform accounting policies for like transactions and other
events in similar circumstances.

Non-controlling interests in the net assets of consolidated subsidiaries are identified separately from
the Group's equity therein. Non-controlling interests consist of the amount of those interests at the
date of the original business combination and the non-controlling share of changes in equity since the
date of the combination. Losses applicable to the non-controlling interest in excess of the non-
controlling interests share in the subsidiary's equity are allocated against the interests of the Group
except to the extent that the non-controlling interests have a binding obligation and are able to make
an additional investment to cover the losses.

The financial statements of Mezzan Combined for General Trading - W.L.L. Company have been
consolidated in the consolidated financial statement as of December 31, 2010; while the comparative
figures for the year ended December 31, 2009 do not include such statements. Noting that the
consolidation of Mezzan Co. did not impact the consolidated financial position and consolidated
statement of income.

The consolidated financial statements include the financial statements of Al Mazaya Holding Company -
K.S5.C. (Holding} {the Parent Company) and the following subsidiaries:

Percentage of ownership

Counlry of 2010 2009
Subsidiaries incorporalion % %

Al Mazaya Real Estate Development Company - K.S.C. {Closed) Kuwait 100 100
Al Mazaya Real Estate FZ/LLC and its subsidiaries: UAE 100 100
Al Dana Real Estale Limited UAE 100 100
Al Rayhan Real Eslale Limited UAE 100 100
Advantage General Trading Co. WLL. UAE 100 100
Speclrum FZ /LLC UAE 100 100
Mazaya Invesimenls (DIFC) Limiled UAE 100 100
Al Mazaya Al Khaiijia for General Trading and Coniracting - Khalid

S. Esbailah and Partners - W.L.L. Kuwait 100 100
Al Mazaya Arabian Real Eslate Company — Khalid S. Esbaitah and

Parlners - W.LL. Kuwalil 100 100
Al Mazaya international for Projects Management Company -

Khalid S. Esbaitah and Pariners - W.L.L. Kuwail 100 100
Mazaya Lebanon Company - S.A.L. {Holding) and ils subsidiary: Lebanon 100 100
Mazaya Lamariien - S.A.L. Lebanon 100 100
Seven Zanes Real Eslale Company K.5.C. {Closed) Kuwait 100 100
First Dubai Rea! Estale Developmenl Company - K.5.C. (Closed)

and ils subsidiaries: Kuwait 93.23 63.98

Uniled Circle General Conlracting and Buildings — Abdulla
Faisal Al Sultan and Partner - W.L.L Kuwail 100 -
Fulure Inlernalional Projecl Management -~ W.LL. and its
subsidiary: Kuwail 85 85
Walerronl Real Eslale Company K $.C. (Closed) Kuwait 91.97 9197
Mezzan Combined For General Trading - W.L.L. Company Kuwait 100 -
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During the year ended December 31, 2010, the Group has pledged 475 million shares from its investment in
the subsidiary — First Dubai Real Estate Development K.S.C. {Closed} which represent 51% from the Group's
ownership in the subsidiary against term loans. The fair market value of these pledged shares was KD
21,850,000 as of December 31, 2010 (Note 13). The Group has also pledged 5.6 million shares from its
investment in the subsidiary — Waterfront Real Estate K.S.C. {Closed) which represent 6% from the Group's
ownership in the subsidiary against term loans. The fair market value of these pledged shares was KD
142,240 as of December 31, 2010.

During the year ended December 31, 2010, the Group increased its direct holding of the subsidiary-
Waterfront Real Estate Company - K.S.C. (Closed) by 5.1%, accordingly the Group's ownership percentage
in this subsidiary became 83.1%. The consideration paid for acquiring the subsidiary's shares amounted to
KD 1,866,266 while the respective book value was KD1,487,406. The difference between the consideration
paid and the shares" book value amounted to KD 378,882 has been recognized in the equity of the Group.

The Consolidated financial position and the consolidated statement of income as of December 31, 2010
include the financial information for the new subsidiaries, Uniied Circle General Contracting and Buildings —
Abdulla Faisal Al Sultan and Partner — W.L.L and Mezzan Combined for General Trading - W.L.L. Company,
while the comparative figures do not include such information. The consolidated accounts are as follow:

Amounts
Consolidated Statement of Financial Position
Cash and cash equivalents 72,227
Consolidated Statement of Income
Other income 22,217
General and administrative expenses 3,518

e) Cash and cash equivalents

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

f) Receivables

Receivables are recognized initially at fair value and subsequently measured at amortized cost using
the effective interest method, less provision for impairment. A provision for impaiment of trade
receivable is established when there is an objective evidence that the Group will not be able to collect
ali amounts due according to the original terms of the receivables. Significant financial difficulties of
the debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default or
delinquency in payments are considered indicators that the trade receivable is impaired. The amount
of the provision is the difference between the asset's carrying amount and the present value of
estimated future cash flows, discounted at the original 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 receivable is uncollectible, it is
written off against the allowance account for trade receivable. Subsequent recoveries of amounts
previously written off are credited in the consolidated statement of income,

g) Murabaha receivable

15



AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

Murabaha receivable represents a sale of commadity with deferred instaliments. Murabaha receivable
is stated net of impairment losses or provision for doubtful debts.

Properties held for trading

Properties acquired, constructed or in the course of construction for sale are classified as properties
held for trading. Unsold properties are stated at cost or net realizable value which ever is less. Sold
properties in the course of development are stated at cost plus attributable profit or loss less progress
billings. The cost of properties held for trading under 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 selling price
less costs to be incurred in selling the property.

Investments

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

(i) Investments available for sale

Investments available for sale are non-derivative financial assets that are either designated in this
category or not classified in any of the other categories. They are included in non-cument assets
unless management intends to dispose of the investment within 12 months from the end of the
reporting period.

Purchases and sales of investments are recognized on trade date - the date on which the Group
commits to purchase or sell the asset. Investments are initially recognized at fair value plus
transaction costs for all financial assets not carried at fair value through income statement.

After initial recognifion, 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, reference to other instruments that are
substantially the same, discounted cash flow analysis, and option pricing models refined to reflect the
issuer's specific circumstances.

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

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

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

An investment {in whole or in part) is derecognized either when: the contractual rights to receive the
cash flows from the investment have expired; or the Group has transferred its rights 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 fransferred nor retained substantially all the risks and
rewards of the investment, but has transferred control of the investment. Where the Group has
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retained control, it shall continue to recognize the investment to the extent of its continuing
involvement in the investment.
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The Group assesses at the end of each reporting year whether there is an objective evidence that a
financial asset or a group of financial assets is impaired. In the case of equity securities classified as
available for sale, a significant or prolonged decline in the fair value 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
acquisition cost and the current fair value, less any impairment loss on that investment previously
recognized in consolidated statement of income - is removed from the consolidated statement of
comprehensive income and recognized in the consolidated statement of income. Impaimment losses
recognized in the consolidated statement of income on available for sale equity instruments are not
reversed through the consolidated statement of income.

Joint venture

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

Where a Group undertakes its activities under joint venture amangements directly, the Group's share
of jointfy controlled assets and any liabilities incurred jointly with other venturers are recognized in the
financial statements of the relevant group and classified according to their nature. Liabilities and
expenses incurred directly in respect of interests in jointly controlled assets are accounted for on an
accrual basis. Income from the sale or use of the Group’s share of the output of jointly controlled
assets, and its share of joint venture expenses, are recognized when it is probable that the economic
benefits associated with the transactions will flow toffrom the Group and their amount can be
measured reliably.

Joint venture arrangements that involve the establishment of a separate entity in which each venturer
has an interest are referred to as jointly controlled entities.

The Group reports its interests in jointly controlled entities using the equity method of accounting,
except when the investment is classified as held for sale, in which case it is accounted for under IFRS
5 "Non-current Assets Held for Sale and Discontinued Operations”. Under the equity method,
invesiments in joint ventures are camried in the consolidated statement of financial position 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 the value of individual investments.

Any goodwill arising on the acquisition of the Group’s interest in a jointly controlled entity is accounted
for in accordance with the Group’s accounting policy for goodwill arising on the acquisition of an
associate.

Where the Group transacts with its jointly controlled enlities, unrealized profits and losses are
eliminated to the extent of the Group's interest in the joint venture.
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k)

Associates

Associates are those enterprises in which the Group has significant influence, but not control, over the
financial and operating policy decisions. The consolidated financial statements include the Group's
share of the results and assets and liabilities of associates under the equity method of accounting
from the date that significant influence effectively commences uniil the date that significant influence
effectively ceases, except when the investment is classified as held for sale, in which case it is
accounted for under IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”. Under
the equity method, investments in associates are carried in the consolidated 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 associate which includes any long-term interests that, in
substance, form part of the Group's net investment in the associate are not recognized except to the
extent that the Group has an obligation or has made payments on behalf of the associate.

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

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable
assets, liabilities and contingent liabilities of the associate recognized at the date of acquisition is
recognized as goodwill. The goodwill is included within the carrying amount of the investment in
associate and is assessed for impairment as part of the investment. Any excess of the Group’s share
of the net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of
acquisition, after reassessment, is recognized immediately in the consolidated statement of income.

Investment properties

Investment properties, which are properties constructed or in course of construction, held to eam
rentals and/or for capital appreciation, are stated at their fair value at the end of the reporting period.
Gains or losses arising from changes in the fair value of investment properties are included in the
consolidated statement of income for the period in which they arise.

Property interest that is held under an operating lease is classified and accounted for as investment
property when the property would otherwise meet the definition of an investment property and the
lessee uses the fair value model.

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

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

Fixed assets

The finitial cost of fixed assets comprises its purchase price and any directly aftributable costs of
bringing the asset to its working condition and location for its intended use. Expenditures incurred
after the fixed assets have been put into operation, such as repairs and maintenance and overhaul
costs, are normally charged to the consolidated statement of income in the period in which the costs
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are incurred. In situations where it can be clearly demonstrated that the expenditures have resulted in
an increase in the future economic benefits expected to be obtained from the use of an item of fixed
assets beyond its originally assessed standard of performance, the expenditures are capitalized as an
additional cost of fixed assets.

Fixed assets are stated at cost less accumulated depreciation and impairment losses. When assets
are sold or retired, their cost and accumulated depreciation are eliminated from the accounts and any
gain or loss resulting from their disposal is included in the consolidated statement of income.

Land is not depreciated. Depreciation is computed on a straight-line basis over the estimated useful
life of other fixed assets as follows:

Useful life
(Years)
Fumiture and equipment 5
Leasehold improvements 3-5
Computers and softwares 3
Motor vehicles 5

Work in progress fixed assets will be depreciated upon completion.

The useful life and depreciation method are reviewed periodically to ensure that the method and
period of depreciation are consistent with the expected pattem of economic benefits from items of
fixed assets.

Leasehold land

Leasehold land represents a long term lease agreement. The Group amortizes the lease value over the
lease period.

Goodwill

Goodwill arising on an acquisition of a subsidiary, jointly controlled entity or associate represents the
excess of the cost of the acquisition over the fair value of the identifiable assets, liabilities and
contingent liabilities as at the date of the acquisition. Goodwill is initially recognized as an asset at
cost and is subsequently measured at cost less any accumulated impairment losses.

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 the carrying amount of the unit, the impairment loss s allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the other assets of the unit pro-rata on the
basis of the carrying amount of each asset in the unit. An impairment loss recognized for goodwill is
not reversed in a subsequent period.

On disposal of a subsidiary, jointly controlled entity or associate, the attributable amount of goodwill is
included in the determination 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(k).
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p}

Q)

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

Impairment of assets

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

Recoverable amount is the higher of the fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a discount
rate that reflects cument market assessments of the time value of money and the risks specific to the
asset.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carmying
amount, the carrying amount of the asset {cash-generating unit) is reduced to its recoverable amount,
An impairment loss is recognized immediately in the consolidated statement of income, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impaimment loss subsequently reverses, the carrying amount of the asset (cash-generating
unit) is increased fo the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognized for the asset (cash-generating unit) in prior years. A reversal of an impairment
loss is recognized immediately in the consolidated statement of income, unless the relevant asset is
carried at a revalued amount, in which case the reversal of the impairment loss is treated as a
revaluation increase.

Accounts payable

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

Borrowings

Bormowings are recognized initially at fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortized cost; any difference between the proceeds {net of transaction costs)
and the redemption value is recognized in the consolidated statement of income over the period of the
borrowings using the effective interest method.

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

Wakala and Murabaha payable

Wakala and Murabaha payables represent an agreement whereby the Group takes a certain amount
of cash from another party, and invests it according to specific conditions in retum for a certain fee
(percentage of the amount invested). They are subsequently re-measured and carried out at
amortized cost using the effective yield method. Costs of Wakala and Murabaha payable are
expensed on a time proportion basis.

Provision for end of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labor Law in the private
sector and employees’ contracts. This liability, which is unfunded, represents the amount payable to
each employee as a result of involuntary termination at the end of the reporting period, and
approximates the present value of the final obligation.

Share capital
Ordinary shares are classified as equity.

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

Treasury shares

Treasury shares consist of the Parent Company’s own shares that have been issued, subsequently
reacquired by the Parent Company and not yet reissued or canceled. The treasury shares are
accounted for using the cost method. Under the cost method, the weighted average cost of the shares
reacquired is charged to a contra equity account. When the treasury shares are reissued, gains are
credited to a separate account in equity (treasury shares reserve) which is not distributable. Any
realized losses are charged to the same account fo the extent of the credit balance on that account.
Any excess losses are charged to retained eamings and then reserves.

Gains realized subsequently on the sale of treasury shares are first used to offset any recorded losses
in the order of reserves, retained eamings and the gain on sale of treasury shares account. No cash
dividends are paid on these shares. The issue of bonus shares increases the number of treasury
shares proportionately and reduces the average cost per share without affecting the total cost of
treasury shares.

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

Financial instruments

Financial assets and financial liabiliies carried on the consolidated statement of financial position
include cash and cash equivalents, accounts receivable and other debit balances, Murabaha
receivable, investments available for sale, bank overdraft, accounts payable and other credit
balances, term loans and Wakala and Murabaha payables. The accounting policies on recognition
and measurement of these items are disclosed in the respective accounting policies found in this
Note.
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Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gains, and losses relating to a financial instrument
classified as a liability are reported as expense or income. Distributions to holders of financial
instruments classified as equity are charged directly to equity. Financial instruments are offset when
the Group has a legally enforceable right to offset and intends to settle either on a net basis or to
realize the asset and seftle the liability simultaneously.

Revenue recognition

The Group recognizes revenue when the amount of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity and specific criteria have been met for each of the
Group's activities as described below. The amount of revenue is not considered to be reliably
measurable until all contingencies relating to the sale have been resolved. The Group bases its
estimates on historical results, taking into consideration the type of customer, the type of transaction
and the specifics of each arrangement,

i) Sale of properties:

Revenue on sale of properties under development classified under properties held for trading is
recognized as follows:

« When the agreement is within the scope of IAS 11 - construction contracts, and its outcome
can be estimated reliably, the Group recognizes the revenue by reference to the stage of
completion of the contract activity in accordance with 1AS 11.

»  When the agreement is within the scope of IAS 18 - Revenue, Group recognizes revenue at
time of completion. When the significant risks and rewards of ownership of real estate are
being transferred from Group at a single time.

If there is a doubt about the future economic benefits flowing to the Group, the Group recognizes
revenue based on the installment percentage.

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

* A sale is consummated and contracts are signed;

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

» The Group's receivable is not subject to future subordination;

e The Group has transferred to the buyer the usual risks and rewards of ownership in a
transaction that is in substance a sale and does not have a substantial continuing
involvement with the property; and

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

If all except for the last criterion listed above are fulfilled, the percentage of completion method is
adopted to recognize revenue.

The risk of the purchaser being able to rescind the contract for reasons stated in the contract which
are dependent on the enactment of pending legislation and therefore outside the Group's control is
considered by management to be remote.
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i)

vi)

vil)

Revenue on sale of apartments and villas is recognized on the basis of percentage of completion
based on interal surveys of work performed as and when all the following conditions are met;

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

+ Conslruction is beyond a preliminary stage. The engineering, design work, construction
contract execution, site clearance and building foundation are finished;

* The buyer is committed. The buyer is unable to require a refund except for non-delivery of
the unit and, in certain cases, in the event of the non-enactment of pending legislation
regarding freehold title and immigration visas. Management believes that the likelihood of
the Group being unable to fulfill its contractual obligations for these reasons is remote: and

» The aggregate sales proceeds and costs can be reasonably estimated.

Cost of revenue

Cost of revenue includes the cost of land and development costs. Development costs include the
cost of infrastructure and construction.

Construction contracts

Revenue from construction contracts is recognized in accordance with the percentage of completion
method of accounting measured by reference to the physical percentage of completion. Profit s only
recognized when the contract reaches a point where the ultimate profit can be estimated with
reasonable certainty. Claims, variaion orders and incentive payments are included in the
determination of contract profit when approved by contract owners. Anticipated losses on contracts
are recognized in full as soon as they become apparent.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is
recognized to the extent of contract costs incurred that it is probable will be recoverable. Contract
costs are recognized as expenses in the period in which they are incured.

Interest income

Interest income is recognized using the effective interest method. When a receivable is impaired,
the Group reduces the carrying amount to its recoverable amount, being the estimated future cash
flow discounted at original effective interest rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired receivables is recognized either as cash is
collected or on a cost-recovery basis as conditions wamant.

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

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

Gain on sale of investments
Gain on sale of investments is measured by the difference between the sale proceeds and the
carrying amount of the investment at the date of disposal, and is recognized at the time of the sale.
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y)

vii) Management, commission and consultancy income
- Management fees are recognized on an accrual basis.
- Commission income and consultancy revenue are recognized at the time the related services are
provided.

Bormowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use
or sale, are added to the cost of those assets, until such time as the assets are substantially ready for
their intended use or sale. Investment income eamed on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs
eligible for capitalization.

All other borrowing costs are recognized in the consolidated statement of income in the year in which
they are incurred.

Fiduciary assets

Assets held in trust or in a fiduciary capacity are not treated as assets of the Group and accordingly
are not included in these consolidated financial statements but are disclosed in the Notes to the
consolidated financial statements.

aa} Foreign cumrencies

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

Exchange differences arising on the settlement of monetary items, and on the retranslation of
monetary items, are included in consolidated statement of income for the period. Translation
differences on non-monetary items such as equity investments classified as available for sale are
included in “cumulative changes in fair value” in the consolidated statement of comprehensive income.

The assets and liabilities of the foreign subsidiary are translated into Kuwaiti Dinars at rates of
exchange prevailing at the end of the reporting period. The results of the subsidiary are translated into
Kuwaiti Dinars at rates approximating the exchange rates prevailing at the dates of the transactions.
Foreign exchange differences arising on translation are recognized directly in the consolidated
statement of comprehensive income. Such translation differences are recognized in the consolidated
statement of income in the period in which the foreign operation 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.

ab) Contingencies

Contingent liabilities are not recognized but disclosed in the consolidated financial statements except
when the possibility of an outflow of resources embodying economic losses is remote.

Contingent assets are not recognized in the consolidated financial statements but disclosed when an
inflow of economic benefits is probable.
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ac) Segment reporting

Operaling segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision-maker. The chief operating decision-maker is identified as the person being
responsible for allocating resources, assessing performance and making strategic decisions regarding
the operating segments.

3 Cash and cash equivalents

2010 2009
Cash on hand and at banks 14,819,256 20,760,706
Short term bank deposits 5,600,000 7,182,970
Cash in investment portfolios 64,705 236,628
20,483,961 28,180,304

The average effective interest rate on short term bank deposits was 1.75% per annum (2009 - 2%). These
deposits have an average maturity of 30 days (2009 - 30 days).

There is no material difference between the fair value and the book value of cash and cash equivalents.

Cash on hand and at banks include an amount of KD 11,999,716 (2009 — KD 18,140,492) representing
restricted cash to be used only against construction work.

4, Accounts receivabie and other debit balances

2010 2009
Trade receivable (a) 6,058,934 5,142,216
Advance payments 2,302,053 11,938,128
Advances for capital subscription - 7,163,163
Amounts due from related parties (Note 28) 887,114 5,365,299
Staff receivables 8,951 1,254,791
Other receivables 1,387,785 1,468,720
10,644,837 32,332,317
Provision for doubtful accounts (b) (959,454) {800,889)
9,685,383 31,531,428

The fair value of accounts receivable and other debit balances approximated their camying values as at
December 31, 2010.

a) Trade receivable

Trade receivable that are less than 1 year past due are not considered impaired. As of December 31, 2010,
trade receivable amounting to KD 895,366 (2009 - KD 202,169} were past due but not impaired. These relate
fo a number of independent customers for whom there is no recent history of default. The ageing analysis of
these trade receivable is as follows:

2010 2009
Less than 3 months 2,503,446 468,432
3 to 6 months 1,250,658 1,136,453
& months to 1 year 450,010 2,534,273
Over 1 year 1,854,820 1,003,058
6,058,934 5,142 216
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b} Provision for doubtful accounts
The movement in the provision for doubtful accounts is as follows:

2010 2009
Balance at the beginning of the year 800,889 16,346,304
Gain on waiver of capital subscription (i) . (7.308,045)
Charged during the year 158,565 800,889
Provision no longer required (ji) {Note 24) . (7,587,996)
Written off - {1,450,263)
Balance at the end of the year 959,454 800,889

Provisions, written off as uncollectible receivables and utilization of the provision for bad and doubtful debts
are included in the consolidated statement of income

During the year ended December 31, 2008, the Group paid an amount of KD 14,534,904 for subscription in
an investment which was classified under accounts receivable and other debit balances as advances for
capital subscription since the share ceriificates relating to this investment were not issued up to the date of
issuing the consolidated financial statements for the year ended December 31, 2008. Also, the Group has
provided a 100% provision for the subscribed amount in 2008 consolidated financial statements due to the
uncertainty pertaining to the existence and valuation of the investment. This resulted in a net book value of
KD Nil relating to this investment subscription.

(i) Gain on waiver of capital subscription
During the year ended December 31, 2009, the portfolio manager has compensated the Parent Company
for 50% of this investment subscription by offering shares in several companies with a fair value of
KD 7,308,045 as of that date, and accordingly recognized a gain amounting to KD 7,308,045 in the
consolidated statement of income for the reversed provision.

{ii) Provision no longer required
Subsequent to the consolidated statement of financial position date December 31, 2008, the portfolio
manager has compensated the Parent Company for remaining 50% of the investment subscription;
accordingly the provision provided is no longer required.

c) The other 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. The Group does not hold any collateral as security.

5. Properties held for frading

2010 20039

Balance at the beginning of the year 126,122,141 197,864,613
Additions 32,882,984 60,695,339
Disposals (Note 21) (13,251,380) {49,168,968)
Transferred fo investment properties (Note 9) (3,174,783) (86,648,299)
Foreign currency translation adjustments (1,694,081) 3,379,456
Impairment losses {1,912,000) -
Balance at the end of the year 138,972,881 126,122,141
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6.

investments available for sale

2010 2009
Quoted:
Equity securities 2,496,543 1,393,094
Unquoted:
Equity securities 4,419,702 17,235,067
Funds & Portfolios 11,490,663 6,085,331
18,406,908 24,713,492
The movement during the year is as follows:
2010 2009
Balance at the beginning of the year 24,713,492 24,251,504
Additions 11,003,541 47,011,510
Disposals {4,032,005) (39,925,963)
Transferred to investment in associates (Note 7) (8,569,475} (6,676,330)
Changes in fair value (546,170} 56,055
Foreign currency translation adjustments (5,987) (3,284)
Impairment losses (Note 23) {4,156,488) -
Balance at the end of the year 18,406,908 24,713,492

The fair value of investments in unquoted equity securities is established by using valuation techniques that
include the use of recent arm's length transactions with reference to other instruments that are substantially
the same.

Investment available for sale with a fair value of KD 2,525,102 is pledged against loan from a related party
{Note 12).

Investments available for sale with a fair value of KD 13,340,787 are pledged against term loans (Note 13).

Investment in associates

Country of Ownership
Name of the associate Incorporation Percentage 2010 2009
Mazaya Qatar Real Estate
Development Q.5.C Qatar 1.71% 4,766,563 3,738,494
First Qatar Real Estate
Development K.S.C.C Kuwait 16.19% 8,497,240 -
Real Estate Development J.5.C Jordan - - 6,676,330
a) The movement during the year is as follows:
2010 2009
Balance at the beginning of the year 11,247,105 3,905,889
Transferred from investments available for sale (Note 6) 8,569,475 6,676,330
Additions 418187 615,920
Group's share of results from associates (493,477) 48,811
Disposals (6,129,727) .
Dilution gain 134,620
Foreign currency translation adjustments . 155
13,746,183 11,247,105
Provision for investment in associates (b) (482,380) (832,281)
Balance at the end of the year 13,263,803 10,414,824
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b) The movement in the provision for investment in associates is as follows:

2010 2009
Balance at the beginning of the year (832,281) (1,500,000)
Provision no longer required (Note 24) 349,901 667,719
Balance at the end of the year (482,380) {832,281)
The Group's interest in its associates is as follows:
Assels Liapililies Nel Assels
Name of associate 2010 2009 2010 2009 2010 2009
Mazaya Qalar Real Eslaie
Developmenl Q.5.C 6,107,660 3,848,991 1,341,097 110,497 4,766,563 3,738,494
First Qatar Real Eslale
Developmenl K.S.C.C 14,525,223 - 6,027,963 8,497,240
Real Estale Development J.5.C 15,631,037 8,954,707 - 6,676,330
Revenues Results
2010 2009 2010 2009
Mazaya Qalar Real Eslale Development Q.5.C 101,719 327,364 53,266 48,811
First Qatar Real Eslate Development K S.C.C . o . -
Real Eslale Development J.5.C 230,682 (546,743) -

The Group has significant influence over the financial and operating policies of the associates, and hence
the Group accounts for its investments as investment in associates.

Ouring the year ended December 31, 2010, the Group sold its investment in Real Estate Development
J.8.C. for KD 6,676,470 which resulted in a gain on sale with an amount of KD 546,743,

During the year ended December 31, 2009, the Group accounted for a provision for its investment in the
associate - Mazaya Qatar Real Estate Development Q.S.C. with an amount of KD 832,281. During the
year ended December 31, 2010, the Group's ownership percentage in Mazaya Qatar Real Estate
Development Q.8.C. has been reduced from 11.52% to 5.77% due to increase associate’s capital, for
which the Group did not participate. Accordingly, the Group's share of the provided provision has been
reduced. Therefore, the Group reversed an amount of KD 349,901 in the consolidated statement of
income,

Investment in joint ventures

Investment in joint ventures consists of the following:

Country of Ownership
Incorporation Percentage 2010 2009

Al-Madar Gulf Limited UAE. 50% 4,107,984 4,534,859
Al Wahda Real Estate Investment Limited UAE. 48% 6,103 {5,389)
Seven Zones Kuwait 50% 7411727 7,260,976

11,525,814 11,790,446
The movement during the year is as follows:

2010 2009

Balance at the beginning of the year 11,790,446 11,733,949
Additions - 215,133
Group’s share of results from joint ventures {177,737) (226,592)
Foreign currency translation adjustments (86,895) 67,956
Balance at the end of the year 11,525,814 11,790,446
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The Group's interest in its joint ventures is as follows:

Assets Lighilities Net Assels
2010 2008 2010 2009 2010 2009
Al-Madar Gulf Limiled 6,868,552 5,838 097 2,596,997 2303238 4,271,555 4534 859
Al Wahda Real Esfale
Investment Limited 969,734 1812,462 963,631 1,817.851 6,103 (5.389)
Seven Zones 7,854,968 9.131,893 932,530 1870817 6,922,438 7,260,976
Revenues Results
2010 2009 2010 2009
Al-Madar Gulf Limited 2,020,973 2,213,386 {176,518) {231,765)
Al Wahda Real Estate Investment Limited 28,784 2,628 24,524 918
Seven Zones = 9,017 (25,743) 4,255
9. Investment properties
2010 2009

Balance at the beginning of the year 100,232,287 18,286,395
Additions 1,089,036 11,620,362
Transferred from properties held for trading (Note 5) 3,174,783 86,648,299
Transferred from properties fixed assets {Note 10) 20,816,119 -
Reversal pf revaluation surplus (519,366} -
Change in fair value (8,863,029) (16,028,799
Foreign curency translation adjustments (955,811) {293,970)
Balance at the end of the year 115,374,019 100,232,287

The fair value of the Group’s investment properties at December 31, 2010 has been amived at on the basis
of a valuation carried out at that date by independent evaluators.

Investment property amounting to KD 16,011,996 is pledged against certain term loan (Note 13).

10.  Fixed assets

During the year ended December 31, 2010, the Group has transferred an amount of KD 20,816,119 to the

investment properties due to the change in use (Note 9).

11.  Leasehold land

Leasehold land represents a land leased from a Bahraini Company through a subsidiary. The leasehold
land right value is amortized over 25 years that represents the lease period.

12.  Accounts payable and other credit balances

Trade payables

Amounts received in advance for capital subscription (Note 16)
Advances received from customers

Amounts due to related parties (Note 28)

Retentions payable

Accrued development costs

Dividends payable

Other payables and accrued expenses

2010 2009
24,101,675 20,449,459
14,810,686 -
69,981,443 64,030,508

8,296,943 10,482,183
5,349,684 6,320,453
1,497,835 136,800
726,121 747868
1,059,156 5,056,051
125,823,543 107.223,322

Trade payables are non-interest bearing. There is no material difference between the fair value and the

book value of accounts payable and other credit balances.
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13.

14.

15.

Amounts due to related parties as of December 31, 2010 include an amount of KD 1,513,163
representing a loan provided by a related party bearing an interest rate of 5.3 % per annum and wil
mature on April 20, 2011, This loan is secured by an investment available for sale with a fair value of
KD 2,525,102 (Note 6).

Bank overdraft and Term loans

2010 2009

Bank loan bearing an interest rate at 2.5 % per annum

(2009 -2%} over the Central Bank of Kuwait's discount

rate, matures in Aug 31, 2011 10,000,000 10,000,000
Bank loan bearing an interest rate at 3.5% per annum

{2009 - 3.5%) over the Central Bank of Kuwait's discount

rate, matures on April 30, 2011 17,000,000 19,970,000
Bank loan bearing an interest rate at 3.5% per annum

(2009 - 3.5%) over the Central Bank of Kuwait's discount

rate, matures on January 25, 2011 15,000,000 15,000,000
Total term loans 42,000,000 44,970,000
Overdraft bearing an interest rate at 2.5% per annum

{2009 - 3.5%), matures on August 31, 2011 4,971,120 5,073,936
Total bank overdraft and term loans 46,971,120 50,043,936

The Group has pledged ownership of a subsidiary's shares with a fair market value of KD 21,850,000
{Note 2.d) and certain investment available for sale and investment properties with an amount of KD
13,340,787 (Note 6) and KD 16,011,996 (Note 9) respectively as collaterals against term loans.

The fair value of bank overdraft and term loans equals their carrying amount, as the impact of discounting
is not significant. The fair values are based on cash flows discounted using a rate based on the borrowing
rate.

Wakala and Murabaha payables

2010 2009
Wakala payables mature on April 14, 2011 5,000,000 5,000,000
Murabaha payable matures on August 23, 2011 3,500,000 3,500,000
8,500,000 8,500,000

Average cost rate attributable to Wakala payables during the year ended December 31, 2010 was 7.23%
per annum (2009 - 7%.

Average cost rate attributable to Murabaha payable during the year ended December 31, 2010 was 6.5%
per annum (2009 — 8%).

Wakala and Murabaha payables are secured by a number of 32,258,000 share from the Parent
Company's treasury shares with book value of KD 18,060,513 and fair values of KD 3,806,444 {Note 20)

Deferred consideration on acquisition of properties

2010 2009
Baiance at the beginning of the year 31,464,443 34,007,819
Consideration paid during the year {996,795) (3,582,792)
Foreign currency transaction adjustments (397,617) 1,039,416
Balance at the end of the year 30,070,031 31,464 443
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19.

20.

21.

22.

Reserves

Statutory reserve:

As required by the Commercial Companies Law and the Parent Company's Articles of Association, 10% of
the profit for the year attributable to equity holders of the Parent Company before contribution to Kuwait
Foundation for the Advancement of Sciences, National Labour Support Tax, contribution to Zakat and
Board of Directors’ remuneration is transferred to statutory reserve. The Parent Company may resolve to
discontinue such annual transfers when the reserve equals 50% of the capital. This reserve is not
available for distribution except in cases stipulated by Law and the Parent Company's Aricles of
Association. The Parent Company has not transferred any amounts during the year ended December 31,
2010 due to the curmrent year loss.

Voluntary reserve;

As required by the Parent Company’s Articles of Association, 10% of the profit for the year attributable to
equity holders of the Parent Company before contribution to Kuwait Foundation for the Advancement of
Sciences, National Labour Support Tax, contribution to Zakat and Board of Directors' remuneration is
transferred to the voluntary reserve. Such annual transfers may be discontinued by a resolution of the
shareholders’ General Assembly upon recommendation by the Board of Directors. The Parent Company
has transferred any amounts during the year ended December 31, 2010 due to the current year loss.

Treasury shares

2010 2009
Number of shares 35,869,869 49,189,869
Percentage of issued shares (%) 7.18% 9.85%
Market value (Kuwaiti Dinar) 4,232,644 5,997,864
Cost {(Kuwaiti Dinar) 18,113,786 27,189,284

Treasury shares include 23,008,000 shares {2008 - 39,908,000 shares) with a cost of KD 13,389,263 (2009 —
KD 23,226,456) at market value of KD 2,714,944 recorded in the books of a subsidiary - First Dubai Real
Estate Development K.S.C. (Closed), these shares are pledged against certain Murabaha payables

(Note 14).

During the year ended December 31, 2010, the Parent Company pledged 9,250,000 shares from its treasury
shares against Murabaha contract (Note 14).

Gross profit

2010 2009
Revenue from sale of properties held for trading 17,726,597 61,351,443
Cost of sale of properties held for trading (Note 5) {13,251,380) {49,168,968)
Gross profit 4,475,217 12,182,475

Management fees, commission and consultancy income

The Group acts as a project manager for certain real estate properties owned by other parties through
developing, managing, and selling those properties. The Group charges those parties certain management
fees, commission and consultancy income against those services (Note 28).
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23.

24,

25.

26.

Net investment {loss) income

2010 2009
Realized loss on sale of investments at fair value through
income statement - (77)
Realized gain (loss) on sale of investments available for sale 2,008,721 (262,643)
Dividend income 422122 690,751
Impairment losses on investment available for sale (Note 6) (4,156,488) -
{1,725,645) 428,031

Provisions no longer reguired

During the year ended December 31, 2010, the Group reversed certain provision as follows:

2010 2009
Provision for accounts receivable no longer required (Note 4) . 7,587,996
Provision for invesiment in associates no longer required
(Note 7) 349,901 667,719
349,901 8,255,715
Depreciation and amortization
2010 2009
Depreciation 298,497 312,790
Amortization 72,777 72,777
371,274 385,567

Contribution to Kuwait Foundation for the Advancement of Sciences (KFAS), National Labor Support Tax

(NLST), and Zakat
Contribution to KFAS

Contribution to Kuwait Foundation for the Advancement of Sciences is calculated at 1% of the profit of the
Parent Company after deducting its share of income from shareholding subsidiaries and associates and
transfer to statutory reserve.

There was no taxable profit on which contribution to KFAS could be calculated for the year ended December
31,2010

During the year 2008, the Group calculated the contribution to KFAS based on 2008 net profit without
deducting an amount of KD 15,485,610 pertaining to profits previously recorded and for which contribution to
KFAS has been already paid. Accordingly no contribution to KFAS should have been accrued for or paid in
year 2008.

In year 2009 and based on the above, the Group did not record any contribution to KFAS in the consolidated
statement of income since there is already available accrual balance.
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27

National Labor Support Tax

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 dividends from Kuwaiti listed
shareholding companies and adding back any provision taken and deducting provision reversals and
provision no longer required amounts, as well as profit incurred from disposal of assets for which provision
have been already provided up to the provision balance.

There was no taxable profit on which NLST could be calculated for the year ended December 31, 2010.

During year 2009, the Group has reversed provisions no longer required which have been deducted from the
profit for NLST calculation purposes and accordingly there was no profit on which contribution to NLST could
be calculated.

Contribution to Zakat

Contribution to ZAKAT is calculated at 1% of the profit of the Parent Company after deducting its share of
income from shareholding subsidiaries adding back any provision taken and deducting provision reversals
and provisions no longer required amounts, as well as profit incurred from disposal of assets for which
provision have been already provided up to the provision balance, and this is in accordance with Ministry of
Finance resolution No. 58/2007 effective December 10, 2007.

There was no profit on which contribution to ZAKAT could be calculated for the year ended December 31,
2010.

During the year 2008, the Group has reversed provisions no longer required which have been deducted from
the profit for Zakat calcuiation purposes and accordingly there was no profit on which contribution to Zakat
could be calculated.

{Loss) Eamnings per share atiributable to equity holders of the Parent Company

Eamings per share is computed by dividing net profit for the year attributable to equity holders of the Parent
Company by the weighted average number of shares outstanding during the year. The dilutive effect of share
options outstanding has no material impact on eamings per share for the year.

2010 2009
Net profit for the year attributable to equity holders of the
Parent Company (8,609,811) 5,153,053
Shares Shares
Number of issued and fully paid-up shares 499,476,780 499,476,780
Weighted average number of paid and un-issued shares 1,597,528 -
Less: Weighted average number of treasury shares _ (32,745,102) (49,653,431)
Weighted average number of shares outstanding 468,329,206 449,823,349
Fils Fils
(Loss) Eamings per share attributable to equity holders of the
Parent Company (18.38) 11.46
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AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

29.

30.

Fiduciary accounts

The Group manages projects on behalf of others, and maintains cash balances and notes receivable in
fiduciary accounts, which are not reflected in the Group's consolidated statement of financial position. Assets
under management as of December 31, 2010, amounted to KD 6,840,820 {2009 - KD 12,060,967)

Capital commitments and contingent liabilities

The Group had capital commitments and contingent fiabilities in respect of the following:

2010 2009
Letters of guarantee - 22,876,000
Capital commitments 35,880,362 103,054,154
35,880,362 125,930,154

The capital commitments balance represents the estimated and the remaining amounts of contracts and
projects to be executed in the future. The estimated revenues related to these contracis and projects are
KD 35,880,362 as of December 31, 2010.
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AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

32,

33.

General Assembl

The Board of Directors proposed not to distribute any cash dividends or bonus shares for the year ended
December 31 2010.

The shareholders Annual General Assembly held on May 26, 2010 approved not to distribute any cash
dividends or bonus shares as of General Assembly dated for the year ended December 31, 2009.

The Shareholders’ Annual General Assembly held on May 17, 2009 approved the distribution of 10 bonus
shares for every 100 shares held as of the General Assembly date for the year ended December 31, 2008.

Financial risk management

In the normal course of business, the Group uses primary financial instruments such as cash and cash
equivalents, accounts receivable, murabaha receivable, investments, accounts payable, term loans and
Wakala and Murabaha payables and as a result, is exposed to the risks indicated below. The Group currently
does not use derivative financial instruments to manage its exposure to these risks.

a) Interest rate risk

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

The following table demonstrates the sensitivity to a reasonably possible change in interest rates, with all
other variables held constant, of the Group's profit through the impact on fioating rate borrowings. There is no
impact on the Group's statement of comprehensive income.

Effect on
consolidated
Increase / decrease statement of
Year in interest rate Balance income
2010
Short term bank deposits 1t 50 basis points 5,600,000 128,000
Bank overdraft and term loans + 50 basis points 46,971,120 $234,856
2009
Short term bank deposits * 50 basis points 7,182,970 + 35,915
Bank overdraft and term loans * 50 basis points 50,043,936 + 250,220
b} Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation causing the
other party to incur a financial loss. Financial assets which potentially subject the Group to credit risk consist
principally of cash and cash equivalents and accounts receivable. The Group's cash and cash equivalents
are placed with high credit rating financial institutions. Receivables are presented net of allowance for
doubtful debts. Credit risk with respect to receivables is limited due to the large number of customers.

The Group’s maximum exposure arising from default of the counter-party is limited to the carrying amount of
cash and cash equivalents, accounts receivable and due from related parties.
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AL MAZAYA HOLDING COMPANY K.S.C. (HOLDING) AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwaiti Dinars)

c) Foreign currency risk

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

The following table demonstrates the sensitivity to a reasonably possible change in the foreign exchange

rates:
Effect on
Effect on consolidated
consolidated statement of
Increase / decrease statement of comprehensive
against Kuwaiti Dinars income income
2010
AED + 5% +175,213 +1,823,106
Usb + 5% 16,835 7,727
2009
AED +5% + 263,223 +2,132,101
uso +5% 17,846 + 8,783
d) Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds to meet commitments
associated with financial instruments. To manage this risk, the Group periodically assesses the financial
viability of customers and invests in bank deposits or other investments that are readily realizable.

Maturity Table for financial liabilities:

2010 Within 1 1t0 3 3to 12
month months months 1to 5 years Total

Bank overdrafl - 4971,120 - 4,971,120
Accounls payable and other

credit balances 70,017,310 14,300,797 26,622,799 14,882,637 125,823,543

Term loans 15,000,000 - 27,000,000 - 42,000,000

Wakala and Murabaha payables - 8,500,000 - 8,500,000

Deferred consideralion on
acquisilion of properlies - - - 30,070,031 30,070,031
85,017,310 19,271,917 62,122,799 44,952,668 211,364,694
2008 Within 1 1103 Jto12
monlh monihs months 1 fo & years Toial

Bank overdraft - 5,073,936 - - 5,073,936
Accounls payable and olher

credil balances - 21.197,327 127,795 85,898,200 107,223,322

Term loans - 44,970,000 - - 44,970,000

Wakala and Murabaha payables - 8.500.000 - - 8,500,000

Deferred consideralion on
acquisition of properlies - - 31,464,443 31,464,443
79,741,263 127,795 117,362,643 197,231,704
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e) Equity price risk
Equity price risk is the risk that fair values of equities decrease as the result of changes in level of equity

indices and the value of individual stocks. The equity price risk exposure arises from the Group's investment
in equity securities classified as investments available for sale.

The following table demonstrates the sensitivity to a reasonably possible change in equity indices as a result
of change in the fair value of these investments to which the Group had significant exposure:

2010 2009
Effect on Effect on
Change Effecion consolidaled Change in Effecton consalidated
in equity consolidaled staiemenl of equity consolidaied slalement of
price stalement of comprehensive price statemenl of comprehensive
Markel indices % income fncome % income income
Kuwail Stack Exchange +5% c £79,626 +5% - + 336,260
Dubai Slock ExChange + 5% . $25,733 +5%

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction
between knowledgeable willing parties in an amm's length transaction, other than in a forced or liguidation
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.

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

- Quoted prices {unadjusted) in active markets for identical assets or liabilities (level 1).

- Inputs other than quoted 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).

- Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)
(level 3).

The following table presents the Group's equity securities that are measured at fair value at December 31:

Level 1 Level 2 Level 3 Total
2010
Investments available for sale 2,496,543 11,490,663 4,419,702 18,406,908
2009
Investments available for sale 1,393,094 6,085,342 17,235,056 24,713,492

The fair value of financial instruments traded in active markets is based on quoted market prices at the end of
reporting period. A market is regarded as active if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent
actual and regularly occurring market transactions on an am's length basis. The quoted market price used
for financial assets held by the Group is the curent bid price. These instruments are included in level 1.

Instruments included in level 1 comprise primarily traded equity investments or classified as available-for-
sale.
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The fair value of financial instruments that are not traded in an active market (for example, over-the-counter
derivatives) is determined by using valuation techniques. These valuation techniques maximize the use of
observable market data where it is available and rely as little as possible on Group's specific estimates. If all
significant inputs required fo fair value an instrument are observable, the instrument is included in level 2.

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

Specific valuation techniques used to value financial instruments include:

» Quoted market prices or dealer quotes for similar instruments.

¢ The fair value of interest rate swaps is calculated as the present value of the estimated future cash flows
based on observable yield curves.

» The fair value of foreign cumrency exchange contract is determined using forward exchange rates at the
end of reporting period.

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

34. Capital Risk Management

The Group's objectives when managing capital resources are to safeguard the Group's ability to continue as a
going concem in order to provide retums for shareholders and benefits for other stakeholders and to maintain
an optimal capital resources structure to reduce the cost of capital.

In order to maintain or adjust the capital resources structure, the Group may adjust the amount of dividends
paid to shareholders, retum paid up capital to shareholders, issue new shares, sell assets to reduce debt,
repay loans or obtain additional loans.

Consistent with others in the industry, the Group monitors capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is calculated as total borrowings (including ‘cument and
non-curent borrowings’ as shown in the consolidated statement of financial position) less cash and cash
equivalents. Total capital is calculated as ‘equity' as shown in the consolidated statement of financial position
plus net debt.

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

2010 2009
Bank overdraft 4,971,120 5,073,936
Term loans 42,000,000 44,970,000
Wakala and Murabaha payables 8,500,000 8,500,000
Less: cash and cash equivalents (20,483,961) (28,180,304)
Net debts 34,987,159 30,363,632
Total equity 123,634,030 166.201.163
Total capital resources 158,621,189 196.564.7¢5
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35,

36.

Legal claim

On December 4, 2007, contracts have been signed between Al Mazaya Real Estate Company FZ LLC (a
company duly incorporated in Dubai and wholly owned by Al Mazaya Holding Company K.S.C. (Holding))
and Limitless Company LLC (Owned by Dubai Govemment) for purchasing 9 plots, as described in the Sale
and Purchase Agreements concluded between the two parties which are located in “Downtown Jabel Ali —
Zone 1 and 4".

A request of commitial to arbitration has been placed by Al Mazaya Real Estate Company FZ LLC to Dubai
Intemational Arbitration Centre as per Article (20) of the sale and purchase agreements on June 10, 2009
and the arbitration case was recorded under No. (133/2009).

The legal pleas related to Al Mazaya Real Estate Company FZ LLC request for arbitration could be
summarized as follows:

- The right to retain the option of contract termination as per Article (16.2) of Sale and Purchase
Agreements,

- Termination of the contract due to force majeure and the emergent economic conditions.
- Termination of the contract on a ground of the subject lands not being ready for delivery (Zone 4).
- Combining and cancelling some lands and transfer the paid amounts to the ready lands (Zone 1).

- Requesting cancellation of the contract of the lands located within (Zone 4) due to the fact that
Limitiess Company L.L.C. did net initiate any construction works such as infrastructure, e.g.
electricity, water plumbing, drainage, roads, land organization, etc. and, accordingly, there is no
damage or justification that requires monetary compensation or forfeiture of the paid amount.

The recent legal proceedings:

Arbitration charges have been paid by both dispute parties; two arbitrators were nominated and nomination
of the third arbitrator is in process to complete the Arbitration Panel of the case.

The legal position:

Based on the opinion of the Group's intemal legal advisory, the legal position of Al Mazaya Real Estate
Company FZ LLC is supported by pleas based on the contracts concluded with Limitiess Company L.L.C.
and the legal actions taken by Al Mazaya Real Estate Company FZ LLC in this dispute. Moreover, in case all
of the above were rejected by the arbitration panel, then this shall have no effect on the financial position of
the Group since theses plots were valued at their curent market value, while if any of the above was

approved by arbitration panel then the Group shall assess the exact financial effect at the point of time based
on the specific decision of the panel.

Comparative figures

Certain of the prior year amounts have been reclassified to conform with the cument year presentation.
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