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INDEPENDENT AUDITORS' REPORT

The Shareholders
Kuwait Commercial Markets Complex Company - K.S.C.
State of Kuwait

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Kuwait Commercial Markets Complex
Company - K.S.C. (the Parent Company) and its subsidiaries (the Group), which comprise the consolidated
statement of financial position as at December 31, 2010 and the consolidated statement of income, statement of
comprehensive income, statement of changes in equity and statement of 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 financial statements in accordance
with International Financial Reporting Standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error. -

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
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 error. In making those risk assessments, the auditor considers inteal 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 intemal 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 on the consolidated financial statements.
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Opinion

In our opinion , the consolidated financial statements present fairly - in all material respects - the consolidated
financial position of the Group as of December 31, 2010 and of its financial performance and its cash flows for
the year then ended in accordance with International 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.

e

—-Stigaib A. $huaib

Licence No.- 33A

Al Fahad & Al Wazzan & Co. RSM Albazie & Co.
Deloitte & Touch

Kuwait
March 30, 2011
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

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

ASSETS
Non-current assets:

Property, equipment and assets under-construction

Goodwill

Investment in unconsolidated subsidiaries
Investment in associates

Joint ventures

Investment properties

Investments available for sale

Current assets:
Land and property held for trading
Accounts receivable and other debit balances
Investments at fair value through income statement
Cash and cash equivalent

Total assets

EQUITY AND LIABILITIES

Equity attributable to shareholders' company:

Share capital

Share premium

Treasury shares

Treasury shares reserve

Statutory reserve

Voluntary reserve

Foreign currency translation reserve

Cumulative changes in fair value

Retained eamings

Minority interest
Total equity
Non-current liabilities:
Sukuk
Credit facilities — non current portion
Provision for end of service indemnity

Current liabilities:
Sukuk
Credit facilities — current portion
Accounts payable and other credit balances

Total equity and liabilities

Note 2010 2009

3 1,090,840 1,339,979

33 163,391 -
4 42,764 440,910
5 20,753,311 24,941,008
6 1,814,528 1,914,198
7 24,394,916 9,674,101
8 32,732,281 36,052,648
80,992,031 74,362,844
9 96,883,026 96,888,486
10 13,241,431 19,129,588
1 3,018,123 2,740,335
12 2,751,643 2,759,448
115,894,223 121,517,857
196,886,254 195,880,701
13 26,633,240 26,633,240
14 15,676,534 15,676,534
15 (3,686,680) (3,741,749)
923,011 950,644
16 3,980,397 3,980,397
17 3,980,397 3,980,397
699,412 1,034,658
728,400 3,275,809
1,570,552 7,324,605
50,505,263 59,114,535
1,435,115 185,725
51,940,378 59,300,260
19 - 8,479,224
20 66,982,473 61,835,418
364,606 335,028
67,347,079 70,649,670

19 6,258,181 -
20 51,848,602 54,861,401
21 19,492,014 11,069,370
77,598,797 65,930,771
196,886,254 195,880,701
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES

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

Operating revenue

Operating cost

Gross profit

Group's share of results from unconsolidated
subsidiaries

Group's share of results from associates

Impairment losses on an investment in associate

Group's share of results from Joint venture

Net loss from investments available for sale

Net gain from land and property held for trading

Provision for doubtful debts

Net gain(loss) from investments at fair value through
income statement

Other income

General and administrative expense

Other expenses

Finance charges

Foreign currency exchange

Net loss for the year

Attributable to:

Equity holders of the parent company
Non-controlling interest

Basic loss per share - fils

Note 2010 2009
1,991,215 2,006,699
(873,804) (901,418)
1,117,411 1,105,281
4 (30,787) 63,656
5 (1,925,838) 2,975,912
5 - (674,786)
6 (99,670) (247,222
22 (352,837) (1,168,365)
23 2,271,961 5,587,685
10 (14,611) (169,116)
24 417,493 (1,571,378)
25 252,040 588,076
26 (1,151,339) (1,172,007)
(141,305) (412,053)
(7,024,045) (7,650,404)
830,008 (1,145,616)
(5,851,519) (3,790,337)
(5,754,053) (3,753,807)
(97,466) (36,530)
(5,851,519) (3,790,337)

32 (22.73) (14.81)

The accompanying notes from (1) to (40) form an integral part of the consolidated financial statements
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR YEAR ENDED DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

Net loss for the year

Other comprehensive income :

Foreign currency translation reserve
Investment available for sale
Comprehensive (loss) income for the year
Total comprehensive loss for the year

Attributable to:
Equity holders of the parent company
Non-controlling interest

2010 2009
(5,851,519) (3,790,337)
(335,246) 1,498,817
(2,547,409) (675,959)
(2,882,655) 822,858
(8,734,174) (2,967,479)
(8,636,708) (2,930,949)
(97,466) (36,530)
(8,734,174) (2,967,479)

The accompanying notes from (1) to (40) form an integral part of the consolidated financial statements
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOW
FOR YEAR ENDED DECEMBER 31, 2010
(All amounts are in Kuwait Dinars)

Cash flows from operating activities:
Net loss for the year
Adjustments for:
Group's share of results from unconsolidated subsidiaries
Group's share of result from associates
Impairment loss on investment in associate
Group's share of results from Joint ventures
Net loss from investments available for sale
Net gain from fand and property held for trading
Provision for doubtful debts

Net (gain ) loss from investments at fair value through income statement

Depreciation
Finance charges
Provision for end of service indemnity

Change in operating assets and liabilities:

Land and property held for trading

Accounts receivable and other debit balances
Investments at fair value through income statement
Accounts payable and other credit balances

Cash generated from operations

End of service indemnity paid

Net cash generated from operating activities

Cash flows from investing activities:

Purchase of property, equipment and assets under-construction
Proceeds from sale of property, equipment and assets under—constructlon
Proceeds from investment in unconsolidated subsidiaries
Payment for investment in associates

Proceeds from sale of investment in associates

Cash dividends received from associate

Purchase of investment properties

Purchase of investments available for sale

Proceeds from sale of investments available for sale

Cash dividends received

Net cash used in investing activities

2010 2009

(5,851,519)  (3,790,337)
30,787 (63,656)
1925838  (2,975,912)
. 574,786
99,670 247,222
352,837 1,168,365
(2,271,961)  (1,410,761)
14,611 169,116
(417,493) 1,571,378
664,156 664,242
7,024,045 7,650,404
33,812 32,894
1,604,783 3,837,741
(418,708) (3,146,310
8,658,959 5,772,751
14,193  (1,286,555)
6,321,036  (4,795,804)
16,180,263 381,733

(4,234) -
16,176,029 381,733
(18,305) (242,565)
. 71,414
. 236,817
(3,300)  (1,346,184)
. 695,810

33,645 -
(6,379,529) (613,721)
(251,604) (448,060)
498,691 1,079,420
312,677 237,716
(5,807,725) (329,353)
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTD.)
FOR YEAR ENDED DECEMBER 31, 2010
(Al amounts are in Kuwait Dinars)

2010 2009
Cash flows from financing activities:
Proceeds from sale of treasury shares 27,436
Paid to Sukuk (2,416,500) -
Net movement on credit facilities (865,744) 7,611,365
Finance charges paid (7,462,398) (7,260,577)
Dividends paid to shareholders (18,794) (74,848)
Net cash (used in) generated from financing activities (10,736,000) 275,940
Net (decrease) increase in cash and cash equivalent (367,696) 328,320
Net cash generated from acquisition of a subsidiary (Note 33) 359,891 -
Cash and cash equivalent at beginning of the year 2,759,448 2431128
Cash and cash equivalent at end of the year (Note 12) 2,751,643 2,759,448

The accompanying notes from (1) to (40) form an integral part of the consolidated financial statements
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

1.

Parent Company's incorporation and objectives

Kuwait Commercial Markets Complex Company - K.S.C. (Parent Company) was incorporated by

virtue of the Amiri Decree issued on February 9, 1982. The main objectives of the Parent Company
are:

- Ownership, management, rental and lease of commercial centers such as commercial
complexes, supermarkets, industrial and commercial showrooms and any other
complementary services such as restaurants, coffee shops and entertainment centers

- Wholesale and retail trading in consumer products

- Organization and management of duty-free markets.

- Investing the available excess funds through portfolios managed by specialized companies
and parties. Also, the Company may have interests with or join entities that have similar
operations or that may assist the Company in achieving its objectives in or outside Kuwait. The
Company may acquire such entities or be affiliated with them.

The consolidated financial statements incorporate the financial statements of Kuwait Commercial

Markets Complex Company - K.S.C. (the Parent Company) and the following subsidiaries
(together the Group):

Percentage of
ownership %
Name of the subsidiary 2010 2009
Out of which 1% by
virtue of letter of
Al Modon Aloula Real Estate Company - W.L.L 75 75 renunciation
Out of which 1% by
Al-Shuwaikh United Real Estate Company - virtue of letter of
K.S.C.(Closed) 100 100 renunciation
Out of which 1% by
virtue of letter of
Masqat and Kuwait Co. - W.L.L 100 100 renunciation
Shuwaikh National Holding Co. - K.S.C (Holding) .58 58 -
Out of which 5% by
Al Jabriya Al Fareda Real Estate Development virtue of letter of
Company — W.L.L. - Saudi Arabia 100 100 renunciation
Kuwait Commercial Markets Complex Company -
8.C.(Private) — Jordon 100 100
Al Salmiya Group for Project Development Company -
K.S.C.{Closed) 53.75

The subsidiaries are operating in real estate activities.
As of December 31, 2010 the Group's employees are 42 employees (2009 - 46 employees).

The address of the Parent Company is P.O. Box 23541 Safat, Postal code 13096 - State of
Kuwait,

The consolidated financial statements were authorized for issuance by the Board of Directors on
March 30, 2011. The Shareholders' General Assembly has the authority to amend these
consolidated financial statements after issuance
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

2. Significant accounting policies

The accompanying consolidated financial statements have been prepared in accordance with the
International Financial Reporting Standards issued by the International Accounting Standards

Board (IASB). Significant accounting policies are summarized as follows:

_a) Basis of preparation

The consolidated financial statements are presented in Kuwaiti Dinars and are prepared under
the historical cost convention, except that investments at fair value through profit and loss and
investments available for sale are stated at fair value. 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:

Amended IAS 27 Consolidated and Separate Financjal Statements.

IAS 27 requires that a change in the ownership interest of a subsidiary (without loss of control)
is accounted for as a transaction with owners in their capacity as owners. Therefore, such
fransactions 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 IAS 27 will
affect future acquisitions or loss of control of subsidiaries and transactions with non-controlling
interest.

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 non current. By amending the definition
of current liability, the amendment permits a liability to be classified as non-current (provided
that the entity has an unconditional right to defer settlement 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 settle in shares at any time. The Group has applied IAS 1
(amendment) from January 1, 2010. It did not have a material impact on the Group's
consolidated financial statements.

IFRS 2 (amendments), ‘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 transactions’, the amendments expand on the guidance in IFRIC 11 to address
the classification of group arrangements that were not covered by that interpretation. The new
guidance did not have a material impact on the Group’s consolidated financial statements.

10
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

IAS 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. It did not have a material impact on the
Group's consolidated financial statements,

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

|FRS 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

Amendments to IFRS 1 - Limited Exemption from Comparative Disclosures
for First time Adopters.

Amendments to IFRS 7 - Disclosures - Transfers of Financials Assets

IAS 24(revised in 2009) - Related Party Disclosures

Amendments to I1AS 32 - Classification of Rights Issues

Amendments to IFRIC 14 - Prepayments of a Minimum Funding Requirement

IFRIC 19 - Extinguishing Financial Liabilities Equity
Instruments

These amendments are not expected to have any impact on the Group’s consolidated financial
statements.

The preparation of consolidated financial statements in conformity with International 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- w).

11
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

b) 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 govern 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 shareholder's

share of changes in equity since the date of the combination.

Non-controlling interests are measured at either fair value, or at its proportionate interest in the

identifiable assets and liabilities of the acquiree, on a transaction-by-transaction basis.

A change in the ownership interest of a subsidiary, without a change of control, is accounted
for as an equity transaction. Losses are attributed to the non-controlling interest even if that

results in a deficit balance. If the Group loses control over a subsidiary, it:

*  Derecognizes the assets (including goodwill) and liabilities of the subsidiary.
*  Derecognizes the carrying amount of any non-controlling interest.

*  Derecognizes the cumulative translation differences, recorded in consolidated statement

of comprehensive income.

Recognizes the fair value of the consideration received.

Recognizes the fair value of any investment retained.

Recognizes any surplus or deficit in consolidated statement of income.

income.

¢) Property and equipment

The initial cost of property and equipment comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.
Expenditures incurred after the property and equipment have been put into operation, such as
repairs and maintenance and overhaul costs, are normally charged to income in the period in
which the costs 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 property and equipment beyond its originally assessed
standard of performance, the expenditures are capitalized as an additional cost of property and

equipment.

12

Reclassifies the Parent Company's share of components previously recognized in
consolidated statement of other comprehensive income to consolidated statement of
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

Property and equipment 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.

Depreciation is computed on a straight-ine basis over the estimated useful lives of other
property and equipment as follows:

Useful life
(Years)
Buildings 17-25
Machinery and equipment 5
Furniture, decoration and fixtures 5
Computers 5
Vehicles 3

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

Goodwill

Goodwill arising on an acquisition of a subsidiary or a jointly controlled entity 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 impairment 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 is
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.

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 until 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.

13
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

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 associates 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.

f)  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 arrangements directly, the Group's
share of jointly controlled assets and any liabilities incurred jointly with other venturers are
recognized in the consolidated financial statements of the relevant entity 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 controlied assets, and its share of joint venture
expenses, are recognized when it is probable that the economic benefits associated with the

transactions will flow to / from 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 controlied 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, investments in joint ventures 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 joint venture, less any impairment in the value of individual

investments.
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

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 entities, unrealized profits and losses are

eliminated to the extent of the Group's interest in the joint venture.

g) Investment properties

Investment properties, which are properties, held to eam rentals and/or for capital appreciation,
are carried at cost, which includes purchase price and transaction costs less accumulated
depreciation and impairment losses. Land on which the investment property is erected is not
depreciated. Depreciation is computed on a straight-ine basis over the useful life of the

buildings which estimated by 20 years.

h) Investments

The Group classifies its investments in the following categories: Investments at fair value
through statement of income, 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 at fair value through income statement

This category has two sub-categories: investments held for trading, and those designated at

fair value through income statement at inception.

- An investment is classified as held for trading if acquired priricipally for the purpose of
selling in the short term or if it forms part of an identified portfolio of investments that are
managed together and has a recent actual pattem of short-term profit making or it is a

derivative that is not designated and effective as a hedging instrument.

- Aninvestment is designated by the management on initial recognition if such designation
eliminates or significantly reduces a measurement or recognition inconsistency that would
otherwise arise or; if they are managed and their performance is evaluated and reported
internally on a fair value basis in accordance with a documented risk management or

investment strategy.

Investments in this category are classified as current assets if they are either held for trading or
are expected to be realized within 12 months of the consolidated statement of financial position

date.

(ii) 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-current
assets unless management intends to dispose of the investment within 12 months of the

consolidated statement of financial position date.

Purchases and sales of investments are recognized on settlement date - the date on which an
asset is delivered to or by the Group. Investments are initially recognized at fair value plus

transaction costs for all financial assets not carried at fair value through income statement.

15
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After initial recognition, investments at fair value through income statement and 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.

Realized and unrealized gains and losses from investments at fair value through income
statement are included in the consolidated statement of income. 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 consolidated statement of comprehensive income.

When an investment available for sale is disposed off or impaired, any prior fair value earlier
reported in 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.

(b) Has neither transferred nor retained substantially all the risks and rewards of the
investment, but has transferred control of the investment. Where the Group has retained
control, it shall continue to recognize the investment to the extent of its continuing
involvement in the investment.

The Group assesses at each consolidated statement of financial position date whether there is
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 consolidated statement of comprehensive income and recognized in the
consolidated statement of income. Impairment losses recognized in the consolidated statement
of income on available for sale equity instruments are not reversed through the consolidated
statement of income.

Land and property held for trading

Land and property held for trading are stated at cost when acquired. Cost is determined on an
individual basis for such land or property; cost represents the fair value of the consideration
given, plus ownership transfer fee and brokerage expenses and any other expenses required
for land or real estate development. Land and property held for trading are classified under
current assets and are valued at the lower of cost or realizable value on an individual basis.
Realizable value is determined on the basis of estimated sales value, less the estimated
expenses necessary to complete the sale. '

—
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j) 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 impairment of
trade receivables is established when there is objective evidence that the Group will not be
able to collect all 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 carrying 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 receivables. Subsequent recoveries of amounts previously written off are

credited in the consolidated statement of income.

k) Impairment of assets

At each consolidated statement of financial position date, 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 determine 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 current 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
carrying 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 impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to 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.

——
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) Share capital

Ordinary shares are classified as equity.

m) Treasury shares

Treasury shares consist of the Parent Company's own shares that have been issued,
subsequently reacquired by the Group 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 consolidated statement of changes in
equity (gain on sale of treasury shares) which is not distributable. Any realized losses are
charged to the same account to the extent of the credit balance on that account. Any excess

losses are charged to retained earnings 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 earnings 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.

n) Borrowings

Borrowings 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.

o) Provision for end of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labor Law in the
private sector and employee contracts. This liability, which is unfunded, represents the amount
payable to each employee as a result of involuntary termination on the consolidated statement

of financial position date, and approximates the present value of the final obligation.

18
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p) Payables

Accounts payable are recognized initially at fair value and subsequently measured at

amortized cost using the effective interest method.

g) Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of
goods and services in the ordinary course of the Group's activities. Revenue is shown net of

returns, rebates and discounts and after eliminating sales within the Group.

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.

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

Rent
Rental income is recognized, when earned, 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.

Revenue on sale of plots of land

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:

» Asale is consummated and contracts are signed.

o The buyer's investment, to the date of the financial statements, is adequate to demonstrate

a commitment to pay for the property.
o The Group's receivable is not subject to future subordination.

» 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.

o Work to be completed is either easily measurable or accrued or is not significant in relation

to the overall value of the contract.

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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r

Borrowing 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 earned 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 consolidated statement of income in the period in
which they are incurred.

Foreign currencies

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 currency
at the consolidated statement of financial position date 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 which are classified as
investments at fair value through income statement are reported as part of the fair value gain
or loss. Translation differences on non-monetary items such as equity investments classified
as investments 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 consolidated statement of financial position date. 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 consolidated statement of income in the period in
which the foreign operation is disposed off.

Financial instruments

Financial assets and financial liabilities carried on the consolidated statement of financial
position include cash and cash equivalent, accounts receivable, investments, Sukuk, various
credit facilities and accounts payable. 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 consolidated statement of
changes in 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 settle the

liability simultaneously.

u) Segment reporting

Operating 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.

v) 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.

w) Critical accounting estimates and judgments

The Group makes judgments, estimates and assumptions concerning the future. The
preparation of consolidated financial statements in conformity with International Financial
Reporting Standards requires management to make judgments, estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets
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.

(i) 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.
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(iii) Classification of investments:

On acquisition of an investment, the Group decides whether it should be classified as
“at fair value through income statement’ or "available for sale". The Group follows the
guidance of |AS .39 on classifying its investments.

The Group classifies investments as “at fair value through income statement” if they
are acquired primarily for the purpose of short term profit making or if they are
designated at fair value through income statement at inception, provided their fair
values can be reliably estimated. All other investments are classified as "available for
sale". '

(iv) Impairment of investments:

The Group treats investments "available for sale" as impaired when there has been a
significant or prolonged decline in the fair value below its cost. The determination of
what is "significant" or "prolonged" requires significant judgment.

Estimates and assumptions

The key assumptions conceming the future and other key sources of estimation
uncertainty at the 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.

(M)

(i)

Fair value of unquoted equity investments

If the market for a financial asset is not active or not available (unlisted securities), the
Group establishes fair value by using valuation techniques which include the use of
recent arm’s length transactions, reference to other instruments that are substantially
the same, discounted cash flow analysis, and 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.

Provision for doubtful debts

The extent of provision for doubtful debts involves estimation process. Provision for
doubtful debts is made when there is 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 ageing analysis, technical
assessment and subsequent events. The provisions and write-down of receivables is
subject to management approval.
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(ili) Impairment of non-financial assets

——

An impairment exists when the carrying value of an asset or cash generating unit
exceeds its recoverable amount, which is the higher of its fair value less costs to sell
and its value in use. The fair value less costs to sell calculation is based on available
data from binding sales transactions in an arm’s length transaction of similar assets or
observable market prices less incremental costs for disposing of the asset. The value
in use calculation is based on a discounted cash flow model. The cash flows are
derived from the budget for the next five years and do not include restructuring
activities that the Group is not yet committed to or significant future investments that
will enhance the asset's performance of the cash generating unit being tested. The
recoverable amount is most sensitive to the discount rate used for the discounted cash
flow model as well as the expected future cash inflows and the growth rate used for
extrapolation purposes.
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

4.

Investment in unconsolidated subsidiaries

This item represents the Group's investment in the following unconsolidated subsidiaries:

Percentage of
ownership
Company's name % 2010 2009
Al Harifa Real Estate Company - W.L.L 100 . 345,126
Kuwait and Bahrain for Real Estate development
Company - W.L.L. 100 42,764 73,551
First Gulf for Presents, Additional and Perfume
Company - W.L.L. 100 . 22,233
42,764 440,910

The movement of investment in unconsolidated subsidiaries during the year was as follows:

, 2010 2009
Balance at the beginning of the year 440,910 268,945
Additions . - 345,126
Disposals (367,359) (236,817)
Group's share of results from unconsolidated subsidiaries (30,787) 63,656
Balance at the ending of the year 42,764 440,910

Group’s share of results from unconsoliddted subsidiaries had been recognized based on
management accounts as of December 31, 2010. -

These subsidiaries have not been consolidated due to immateriality on the accompanying
consolidated financial statements.
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5.

Investment in associates
This item represents the Group's investment in the following associates:
Percentage of
Name of the ownership
Company's name associate % 2010 2009 Principal Activities

Al Magam Tower Real Estate Purchase, sell, rent and lease of Jand
Co.-W.LL. Kuwait 34 8,571,820 9,866,723 and properties

United Entertainment and Establishment, management,
Tourism Co, - operation, investment, sale and rent
K.S.C.(Closed) Kuwait 39 7,533,618 7,725,178  of entertainment centers

Al Jazeera Real Estate
Development Co. - Ownership, sell and purchase of land
K.S.C.(Closed) Kuwait 25 340,290 653,772  and properties

Establishment, management,

Al-Jahra Tourist Co.- operation, investment, sale and rent
K.S.C.(Closed) Kuwait 26 1,062,766 1,017,597  of entertainment centers.

Sperit Real Estate
Development Co. - Ownership, sell and purchase of land
K.S.C.{Closed) Kuwait 25 2,020,213 2,123,089 and properties.

Dar Al Madina Real Estate Co. Purchase and sell of properties and
-WLL Kuwait 42 1,024,597 1,041,699 shares.

Al Salmiya Group For Projects Establishment, management,
Development - operation, investment, sale and rent
K.S.C.(Closed) Kuwait 44 - 2,213,020 of entertainment centers.

Gian Real Estate Company -

WLL Kuwait 50 15,147 15,147 Rent and lease of land.
. . Establishment, management,
Q M";:(sel:;e: : d %}E\Temal operation, investment, sale and rent
T UAE 25 - 59,348  of entertainment centers

World Group for General
Trading and Contracting Co. General Trading and Contracting
-WLL Kuwait 52 152,360 192,935 except ownership of properties.

Eagaz Holding Co. - Electrical contracting, sell and
K.5.C.{Holding) Kuwait 50 32,500 32,500 purchase Electrical appliances.

—20.793.311 _ 24,941,008
The movement of investment in associates during the year was as follows:

2010 2009

Balance at the beginning of the year 24,941,008 22,234,635
Additions 3,300 1,346,184
Disposals - (868,374)
Effect on consolidated of a subsidiary (Note 33) (2,172,166) -
Group's share of result from associates (1,925,838) 2,975,912
Impairment loss on an investment in associate . (674,786)
Cash dividends received (33,645) -
Transfer to accounts receivable and other debit balances (59,348) -
Transfer from unconsolidated subsidiaries and joint ventures . (172,563)
Balance at the end of the year 20,753,311 24,941,008
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010
(All amounts are in Kuwait Dinars)

The summary of associate's financial statements and the Group's share in those associates is as

follows.

2010 Assets Liabilities Revenue Results
Al Magam Tower Real Estate Co. - W.L.L. 19,237,461 10,665,641 - (1,294,902)
United Entertainment and Tourism Co. -

K.S.C. (Closed). 16,418,779 5,341,997 482,070 (191,560)
Al Jazeera Real Estate Development Co. -

K.S.C.(Closed) 3,233,357 2,893,065 412,440 (316,782)
Al-Jahra Tourist Co.- K.S.C.{Closed) 4,019,844 2,957,079 603,400 45,168
Sperit Real Estate Development Co. -

K.S.C.(Closed) 2,661,172 640,959 - (102,876)
Dar Al Madina Real Estate Co. -~ W.L.L 4,084,132 1,011,525 875 (17,102)
Al Salmiya Group For Project Development -

K.S.C.(Closed) ' 2,832,027 1,127,990 32,820 (40,854)
World Group for General Trading and

Contracting Company - W.L.L 280,867 128,508 91,318 (6,930)

52,767,639 24,766,764 1,622,923 (1,925,838)
2009 Assets Liabilities Revenue Results
Al Magam Tower Real Estate Co.- W.L.L. 26,657,513 16,791,476 4,966,519 4,477,591
United Entertainment and Tourism Co. -
K.S.C. (Closed). - 16,418,779 5,341,997 482,070 -
Al Jazeera Real Estate Development Co. -

K.S.C.(Closed) 3,393,672 2,739,954 395,521 (654,410)
Al-Jahra Tourist Co.- K.S.C.(Closed) 3,960,861 2,943,030 545,514 (267,416)
Sperit Real Estate Development Co. ~

K.S.C.(Closed) 2,551,063 487,419 10,621 (26,911)
Dar Al Madina Real Estate Co. -~ W.L.L 4,100,718 48,881 - (69,750)
Al Salmiya Group For Project Development -

K.S.C.(Closed) 2,832,027 1,127,990 32,820 (27,020)
Gian Real Estate Company - W.L.L 1,791,571 242,892 (264,629) (410,972)
Al Harifa Real Estate Company - W.L.L 177,563 5,000 4,052 (159,477)
World Group for General Trading and

Contracting Company - W.L.L 490,692 296,707 126,475 114,277

62,374,449 30,025,346 6,298,963 2,975,912

Investment in associates represents investments in companies which are not listed and hence fair

value of their investments are not presented.

The Group's share of results from its associates which represent loss amounting to KD 1,352,858
(2009 - KD 3,486,820) had been recognized based on audited financial statements. and losses
amounting to KD 572,980 (2009 — KD 351,431) had been recognized based on unaudited financial

statements prepared by associate’s management.
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DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

6. Joint ventures

This item represents the Group's investment in la'ala Al khairan Housing project by 33.33% with
book value of KD 1,814,528 as of December 31, 2010 (2009 - KD 1,914,198).

The movement of investment in joint ventures during the year was as follows:

2010 2009
Balance at the beginning of the year 1,914,198 2,318,197
Disposals _ - (156,777)
Group's share in result from joint venture (99,670) (247,222)
Balance at the end of the year 1,814,528 1,914,198

Group's share of results from joint ventures is recognized based on audited financial statements as
of December 31.

7. Investment properties

The movement of investment properties during the year was as follows:

2010 2009
Cost :
Balance at the beginning of the year ‘ 14,188,898 13,575,177
Additions - 6,428,737 613,721
Effect of consolidated subsidiary (Note 33) 8,737,998 -
Balance at the end of the year 29,355,633 14,188,898
Accumulated depreciation:
Balance at the beginning of the year 4,514,797 4,068,877
Charge for the year 445,920 445,920
Balance at the end of the year 4,960,717 4,514,797
Net book value 24,394,916 9,674,101
Investment properties are classified as follows:
2010 2009
Rented investment properties 3,430,131 3,876,051
Project under construction 20,964,785 5,798,050

24,394,916 9,674,101

This item includes investment properties with a net book value of KD 3,430,131 (2009 -
KD 3,876,051) for which revenue is pledged as a collateral for Sukuk (Note 19).

This item include investment properties with book value KD 3,984,628 (2009 - KD 3,778,050) is
pledged as credit facilities (Note 20).
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010

(Al amounts are in Kuwait Dinars)

8.

~ Ungquoted investment

Based on the Group's management estimates, the fair value of the investment properties
amounted to KD 4,123,231 as of December 31, 2010 (2009 - KD 4,769,151).

Investments available for sale

Quoted investment

Local shares

Foreign shares

Local investment funds
Foreign investment funds

Local shares

Foreign shares

Local investment funds
Foreign investment funds

2010 2009
8,231,465 11,316,074
39,988 38,924
2,071,780 1,600,327
668,094 539,856
11,011,327 13,495,181
12,643,928 12,698,561
8,366,574 8,386,960
. 651,198
710,452 820,748
21,720,954 22,557 467
32,732,281 36,052,648

It was not possible to reliably measure the fair value of unquoted investments due to non-
availability of a reliable method that could be used to determine the fair value of such investments.

Accordingly, they were stated at their cost less impairment losses.

The movement of investments available for sale during the year was as follows:

2010 2009
Balance at the beginning of the year 36,052,648 38,528,332
Additions 251,604 448,060
- Disposals (486,266) (995,861)
Changes in fair value (2,581,313) (658,251)
Impairment losses (Note 22) (504,392) (1,369,632)
Balance at the end of the year 32,732,281 36,052,648

This item include certain quoted shares at fair value amounted to KD 6,929,366
KD 9,345,176) pledged as collateral for Sukuk and credit facilities (Note 19, 20)

There were certain unquoted investments available for sale in
related party amounting to KD 1,433,853 (2009 - KD 1,462,243).

(2009 -

cluded in portfolios managed by
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

10.

Investments available for sale are denominated in the following currencies:

2010 2009
Kuwaiti dinar 21,323,388 24,370,036
US Dollar 6,195,238 6,426,780
Bahraini dinar 3,632,723 3,632,723
Euro 1,026,993 940,151
Other Currencies 553,939 682,958
32,732,281 36,052,648
Land and property held for trading
The movement of land and property held for trading during the year was as follows:
2010 2009
Balance at the beginning of the year 96,888,486 83,138,736
~ Additions 1,831,372 18,953,144
Disposals (4,015,960) (6,614,155)
Impairment losses (Note 23) . (106,375)
Reversal of impairment losses (Note 23) 1,657,245 1,517,136
Transfer from accounts receivable and other debit balances 521,883 -
Balance at the end of the year 96,883,026 96,888,486

Land and property held for trading included an amount of KD 46,085,824 (2009 - KD 39,925,322)

representing lands and properties pledged as collateral for credit facilities (Note 20).

Land and property held for trading included an amount of KD 38,286,011 (2009 - KD 38,370,896)
representing land and properties registered in the name of related parties and there is assignment

letter from them that the ownership of that lands and properties for the group.

During the year, the group was reversed the impairment losses an amount KD 1 657,245 (2009 -

1,517,136) had been determined based on evaluation from independent valuer.

Accounts receivable and other debit balances

2010 2009
Trade receivables (a) 5,662,819 8,844,850
Provision for doubtful debts (b) (730,029) (793,916)
4,932,790 8,050,934
Due from related parties (Note 34) 5,547,244 6,659,273
Advance for properties 2,343,066 3,838,409
Staff receivables 23,504 53,034
Prepaid expenses 61,083 4,960
Others 333,744 522,978
13,241,431 19,129,588

=
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KUWAIT COMMERCIAL MARKETS COMPLEX COMPANY - K.S.C. AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

Accounts receivables include an amount of KD 3,497,520 as of December 31, 2010 representing
amount due from sale of lands and properties held for trading after eliminating the deferred income
amounting to KD 1,719,015 where the realized profit had been recognized at percentage of amount

paid to total sales price and this resulted in gain on sale amounted to KD 3,392,653.

The fair value of accounts receivables and other debit balances approximated their carrying values

as at December 31.

a) Trade receivables

Trade receivables that are less than one year past due are not considered impaired.

As of December 31, 2010, trade receivables amounting to KD 220,606 (2009 - KD 586,147)
were past due but not impaired. These relate to a number of independent customers for whom
there is no recent history of default. The ageing analysis of these trade receivables is as

follows:
2010 2009
Till 3 months 1,101,810 1,901,642
3 to 6 months 1,940,597 2,860,867
6 to 12 months 1,669,777 2,702,278
Over 1 year 950,635 1,380,063
5,662,819 8,844,850

b) Provision for doubtful debits

The movement in the provision for doubtful accounts was as follows:

2010 2009
Balance at the beginning of the year 793,916 1,541,588
Provision for the year 14,611 169,116
Utilized in the year (55,498) (916,788)
Reversed in the year on collection of receivables (23,000) -
Balance at the end of the year 730,029 793,916

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.

11. Investments at fair value through income statement

All investments at fair value through income statement are quoted and included in investment
portfolios managed by others, some portfolios at fair value amounting to KD 13,764 (2009 -

KD 61,344) are managed by related party.
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Certain portfolio assets at fair value amounting to KD 504,275 (2009 - KD 367,730) are pledged as

collateral for credit facilities granted to the Group (Note 20).

Investments at fair value through income statement are denominated in the following currencies:

2010 2009
Kuwaiti Dinar 3,016,586 2,738,769
Omani Riyal 1,537 1,566
: 3,018,123 2,740,335

12. Cash and cash equivalent

2010 2009
Cash on hand and at banks 2,608,794 2,703,911
Cash in portfolios 142,849 55,537
2,751,643 2,759,448

Cash and cash equivalent are denominated in the following currencies:

2010 2009
Kuwaiti Dinar 2,649,821 2,687,844
US Dollar 10,733 7,949
Bahraini Dinar 4,040 6,639
Other Currencies 87,049 57,016
2,751,643 2,759,448

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

13. Share capital

On 14 May 2009, the ordinary and extra ordinary General Assembly for the shareholders of the
Parent Company approved the followings:

— Distribute bonus shares of 10% from share capital of 10 shares for each 100 shares by
24,212,036 share for shareholders registered in the Parent Company's share capital register at
the date of the General Assembly recorded shareholders.

~ Decrease the Parent Company share capital by KD 1,000,000 equivalent to 10,000,000 shares
represent unsubscribed shares issued in accordance with employees share option.

— Increase the Parent Company share capital by KD 1,000,000 equivalent to 10,000,000 shares
dedicated to the Group's talented employees at a selling price 100 fils and share premium 50
fils each.

Currently the necessary procedures to amend the commercial register and to issue Amiri Decree
are in place.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2010

(All amounts are in Kuwait Dinars)

14.

15.

16.

17.

Accordingly, the Parent Company's authorized capital is amounting to KD 27,633,240 distributed
on 276,332,396 shares at par value 100 fils each (2009 - KD 27,633,240 distributed on
276,332,396 shares at par value 100 fils each).

And the paid up capital is amounting to KD 26,633,240 distributed on 266,332,396 shares at par

value 100 fils each. (2009 - KD 26,633,240 distributed on 266,332,396 shares at par value 100 fils
each) and all shares are in cash.

Share premium

This represents cash received in excess of the par value of the shares issued. The share premium
is not available for distribution except in cases stipulated by law.

Treasury shares

2010 2009
Number of shares 13,150,328 12,372,328
Percentage of issued shares (%) %4.94 %5.02
Market value 1,683,242 1,872,126
Cost 3,686,680 3,741,749

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 (KFAS), National Labor
Support Tax (NLST), Zakat and Board of Directors’ remuneration is transferred to statutory
reserve. The Parent Company may resolve to discontinue such annual transfers when the reserve
equals 50% of the capital. This reserve is not available for distribution except in cases stipulated by
Law and the Parent Company's Articles of Association. There is no transfer to statutory reserve
due to loss for the year.

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 KFAS, NLST, 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. There is no transfer to voluntary reserve due to loss for the year.
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18. Dividends

19.

20.

The Board of Directors held in March 30, 2011 proposed not to distribute cash dividends for the

year ended December 31, 2010. This proposal is subject to the approval of the shareholders’
annual General Assembly.

The shareholders’ general assembly held in May 13, 2010 approved on cash dividends for the year
ended December 31, 2009.

The shareholders’ general assembly held in May 14, 2009 approved on share dividends of 10
bonus shares for every 100 shares for the year ended December 31, 2008.

Sukuk

Sukuk amount which equivalent to US $ 22,500,000 carries a retumn rate of 2% (2009 - 2%) per
annum over the LIBOR rate payable every six months. Sukuk is repayable on 22 November 2011.
The rate of interest on Sukuk was 2.67% as of December 31, 2010 (2009 - 3.28%). Sukuk are

secured by a mortgage of the income from investment properties and investments available for
sale (Note 7, 8).

Credit facilities
2010 2009
Non-current portion; _
Loans 59,940,396 47,316,892
Istamic financing tools 7,042,077 14,518,526
66,982,473 61,835,418
Current portion:
Loans 12,898,490 16,628,784
Islamic financing tools 36,132,940 31,182,921
Revolving Loans . 2,000,000
Overdrafts 2,817,172 5,049,696
51,848,602 54,861,401
Total credit facilities 118,831,075 116,696,819

Some of credit facilities are
(Note 7, 8,9, 11)

guaranteed by the collateral of certain Parent Company's assets
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21.

22.

The credit facilities are denominated in the following currencies:

2010 2009
Kuwaiti Dinar 90,907,692 84,873,903
Bahraini Dinar 25,955,856 344,245
Jordon Dinar 1,967,527 2,231,845
U.S. Dollar . 29,246,826
118,831,075 116,696,819

All credit facilities granted carry variable interest rates. The weighted average annual effective

interest rates are as follows:

, 2010 2009
Loans at floating interest rate 5.72% 5.72%
Credit facilities and overdraft accounts 6.82% 7.01%
Accounts payable and other credit balances
2010 2009
Trade payables 4,400,344 4,470,603
Due to related parties (Note 34) 6,968,642 3,155,275
Advance payment from customers 5,196,081 -
Dividend payable to shareholders 744,446 763,240
NLST payable . 741,598 741,598
Accrued finance charges 475,006 913,359
Accrued expenses 291,152 330,422
Accrued Staff leave 204,354 202,489
Deposits for other 198,104 193,015
KFAS payable 196,964 196,964
Zakat payable ' 64,938 65,466
Others 10,385 36,939
19,492,014 11,069,370

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.

Net loss from investments available for sale

2010 2009
Realized gain on sale of investments (21,479) (16,380)
Dividends income 173,034 217,647
Impairment losses (Note 8) (504,392) (1,369,632)
(352,837) (1,168,365)
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23. Net gain from land and property held for trading

Realized gain from sale of land and property held for trading

Impairment losses (Note 9)

Reversal of impairment losses (Note 9)

24. Net gain (loss) from investment at fair value through income statement

25,

26.

Changes in fair value
Gain on sale of investments
Dividends income

Portfolio management fees and commissions

Other income

Consultancy income
Interest income

Provision no longer required
Rental income

Commission

Management fees

Others

General and administrative expense

Staff Cost (Note 27)
Professional fees
Depreciation expense
Rent expense
Advertising and conventions
Travel expense
Subscriptions
Communication
Printing and stationary
Maintenance expense
Others

2010 2009
614,716 4,176,924
. (106,375)
1,657,245 1,517,136
2,271,961 5,587,685
2010 2009
266,734 (1,647,501)
25,247 87,094
139,643 20,069
(14,131) (31,040)
47,493~ (1,571,378)
2010 2009
96,000 i
24,145
23,000 .
7,000 .
. 93,864
: 390,000
101,895 104,212
252,040 588,076
2010 2009
726,396 762,847
81,014 68,691
77,092 77,831
38,533 40,595
34,006 35,267
26,633 21,278
21,057 20,792
9,486 6,436
9,098 8,986
6,829 6,889
121,195 122,395
1,151,339 1,172,007
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27.

28.

29.

30.

Staff cost
2010 2009
Operating cost 18,516 30,710
General and administrative expense (Note 26) 726,396 762,847
744,912 793,557

Contribution to Kuwait Foundation for the Advancement of Science

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. No KFAS has been provided for the year ended
December 31, 2010 since there was no profit on which KFAS could be calculated.

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 subsidiaries and associates, and Cash dividend received
from Kuwaiti listed Companies and compensation claim from UNCC. No NLST has been provided
for the year ended December 31, 2010 since there was no profit on which NSLT 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 and associates in accordance with Ministry of
Finance resolution No. 58/2007 effective December 10, 2010. No Zakat has been provided for the
year ended December 31,2010 since there was no profit on which Zakat could be calculated.
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31. Segment Information
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The Group carries out its main activities in the State of Kuwait through two major segments:

Real estate segment.
Investment segment.
The major segment information as follows:

A. For the year ended December 31, 2010 :

Real estate Investment Undistributed
segment segment items Total

Operating revenue 1,991,215 - - 1,991,215
Operating cost (873,804) - (873,804)
Gross profit 1,117,411 - - 1,117,411
Groups share in unconsolidated subsidiaries - (30,787) - (30,787)
Groups share of results from associates (1,925,838) (1,925,838)
Group's share of results from joint ventures - (99,670) {99,670)
Net loss in investment available for sale - (352,837) (352,837)
Gains on sale of lands and properties held for

trading 2,271,961 - - 2,271,961
Provision for doubtful debts - - (14,611) (14,611)
Net income from investments at fair value through

income statement - 417,493 417,493
Other income - - 252,040 252,040
General and administrative expense - - (1,151,339) {1,151,339)
Other expenses - - (141,305) (141,305)
Finance charge - - (7,024,045) (7,024,045)
Foreign currency exchange - - 830,008 830,008
Operating profit (loss) 3,389,372 (1,991,639) (7,249,252) (5,851,519)
Assets 121,277,942 58,361,007 17,247,305 196,886,254
Liabilities - - 144,945,876 144,945,876
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32.

33.

B. For the year ended December 31, 2009 as follows:

Real estate Investment  Undistributed Total
segment segment items

Operating revenue 2,006,699 - - 2,006,699
Operating cost (901,418) - - (901,418)
Gross profit 1,105,281 - - 1,105,281
Groups share of results from

unconsolidated subsidiaries ) 63,656 ) 63,656
Gain on sale of investment in associate - 2,975,912 - 2,975,912
Impairment loss on investment in an

associate - (574,786) - (574,786)
Group's share of results from joint i

ventures | - (247,222) (247,222)
N:ta :gss from investments available for . (1,168,365) . (1,168,365)
Gain on sale of lands and properties

held for trading 5,587,685 - - 5,587,685
Provision for doubtful debts - - (169,116) (169,116)
Net loss from investments at fair value

through income statement - (1,571,378) - (1,571,378)
Other income - - 588,076 588,076
General and administration expenses - - (1,172,007) (1,172,007)
Other expenses - - (412,053) (412,053)
Finance charges - - (7,650,404) (7,650,404)
Foreign currency exchange - - (1,145,616) (1,145,616)
Operating (loss) 6,692,966 (522,183) (9,961,120) (3,790,337)
Assets 106,562,587 66,089,099 23,229,015 195,880,701

Liabilities 136,580,441 136,580,441

Loss per share

The information necessary to calculate the basic loss per share based on the weighted average
number of shares outstanding during the year is as follows:

2010 2009
Net loss for the year attributable to equity holders of the Parent
Company (5,754,053) (3,753,807)
Weighted average number of outstanding shares 253,174,769 253,540,823
Basic loss per share - fils (22.73) (14.81)

Acquisition of a subsidiary

During the year, the Group increased its holding share by 10% in Salimya Group Company for
Project Development (K.S.C.C) to be 53.75%. The Group has obtained the control over the
financial and the operation policies of this Company; accordingly, the Group has reclassified its
investments in this Company from associate to a subsidiary (Note 5). Salimya Group Company for
Project Development (K.S.C.C) is the main developer of BOT resort project in Salimya. As a result

of this acquisition, the Parent Company expects that it will obtain future economic benefits from this
project.
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The table below summarizes the cost of acquiring this Company and the acquired assets and
liabilities as of the date of acquisition as well as the fair value of non-controlling interest as of
March 31, 2010 (date of acquisition):

Amount

Cash transferred 600,000
Fair value of the Parent Company's investments in Salimya Group

shares before acquisition (Note 5) 2,172,166
Total 2,772,166
Acquired assets and liabilities ,
Cash and its equivalents , - 959,891
Projects under construction 8,737,998
Receivables 365,182
Payables (3,103,459)
Provision for end of service indemnity (3,981)
Bank facilities (3,000,000)
Net assets value 3,955,631
Less: Non-controlling interest (1,346,856)
Add: Goodwill 163,391

2,772,166

The fair value of the Parent Company'’s investment in the investee at acquisition date equals the
carrying value of the investments. Also the fair value of non-controlling interest in the acquired
Company (unquoted) equals its share in the book value of the net assets of the subsidiary based
on the financial information of this subsidiary as of March 31, 2010 as the project is still in its initial
stages. Accordingly, there was no impact as a result from adopting the amendments of IFRS (3).

Following is the cash generated from acquisition of a subsidiary as of the acquisition date:

Amount
Cash and cash equivalent 959,891
Projects in progress 8,737,998
Receivables 365,182
Goodwill resulted from acquisition of a subsidiary 163,391
Payables (3,103,459)
Provision for end of service indemnity (3,981)
Bank facilities (3,000,000)
Net assets value 4,119,022
Non-controlling interest (1,346,856)
Group'’s share of net assets of the acquired subsidiary 2,772,166
Less: transfer from investment in associate (Note 5) (2,172,166)
Paid for acquisition of a subsidiary (600,000)
Less: cash and cash equivalent for a subsidiary at acquisition 959,891
Cash generated from acquisition of a subsidiary 359,891
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34, Related party disclosures

In the ordinary course of business, the Group conducts transactions with related parties under the

management's approval; the transactions with related parties are presented as follows:

a. Consolidated statement of financial position 2010 2009
Accounts receivable and other debit balances (Note 10) 5,547,244 6,659,273
Investments available for sale 7,455,111 10,037,296
Investments at fair value through income statement 13,764 61,344
Accounts payable and other credit balances (Note 21) 6,968,642 3,155,275
Cumulative change in fair value 445,190 3,027,375

b. Consolidated statement of income 2010 2009
Net loss of investment at fair value through income (161,463) (826,885)
Net loss of investments available for sale . (958,617)

c. Compensations to key management personnel 2010 2009
Short - term benefits 353,370 459,100
Termination benefits 25,339 24,859
Post employment benefits 12,576 17,760

391,285 501,719

The Parent Company had guaranteed credit facilities granted to a related party from local finance
establishment with amount to KD 8,497,961 (2009 - KD 8,497,961) (Note 35). The related party

transactions are subject to approval of shareholders’ General Assembly.

35. Contingent liabilities

As of the consolidated statement of financial position date, the Group was contingently liable in

respect of the following:

2010 2009
Letters of guarantee 2,877,574 2,881,774
Guarantee of credit facilities granted to a related party
(Note 34) 8,497,961 8,497,961
11,375,535 11,379,735

—
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36. Capital commitments

37.

38.

The Group has capital commitments as of the consolidated statement of financial position date
presented in:

2010 2009

Projects under construction 17,039,844 -
Investments available for sale 430,221 1,552,678
Land and property held for trading 169,600 18,847,047

Investment in associates 878,500

17,639,665 21,278,225

The disclosed capital commitments in the financial statements of the associate presented in: -

2010 2009
Projects in progress 6,878,054 6,881,680
Utilization right 903,750 921,250
Operating lease 145,440 145,440
Investments available for sale . 187,500

7,927,244 8,135,870

Employees’ stock option plan

According to the Shareholders General Assembly meeting held on May 14, 2009 the Parent
Company's capital has been increased by issuing 10,000,000 shares dedicated to the Group’s
talented employees for the implementation of employees’ stock option plan. The Parent Company
is in the process of setting terms of the program identifying the issue of shares and the duration of
the program and the assignment terms for the concerned employees.

Financial risk management

In the normal course of business, the Group uses primary financial instruments such as cash and
cash equivalent, accounts receivable, investments, Sukuk, various credit facilities and accounts
payable, and as a result, is exposed to the risks indicated below. Currently the Group does not use
derivative financial instrument to manage its exposure to these risks.

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 Group diversifies its financing resources using different currencies inside and outside Kuwait
to avoid changes in interest rates and the group monitors these changes locally and globally and
amends the terms of loans to cope with the projections related to changes in interest rates.
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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 floating rate
borrowings). There is no impact on Group's equity.

Increase / Effect on
(Decrease) in Loan Balance consolidated
interest rate on December 31  statement of income
2010
Credit facilities (Kuwaiti dinar) +1% 48,319,172 + 483,192
Credit facilities (USD) +1% 6,258,181 + 62,582
Credit facilities (Bahraini dinar) +1% . 19,191,602 + 191,916
2009 :
Credit facilities (Kuwaiti dinar) +1% 43,641,999 +436,420
Credit facilities (USD) +1% 8,823,469 + 88,235
Credit facilities (Bahraini dinar) +1% 20,377,979 +203,780

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 equivalent and accounts receivable.
Accounts receivable are presented net of allowance for doubtful debts. The Group placing cash
and cash equivalents with high credit rating financial institutions.

The Group's maximum exposure arising from default of the counter-party is limited to the carrying
amount of cash and cash equivalent and accounts receivable.

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. The Group policy for this risk management is to finance its
investments in foreign currency directly to avoid changes in exchange rates if financed in KD and
continuously monitoring changes in exchange rates to take the appropriate decisions.
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The following table demonstrates the sensitivity to a reasonably possible change in the foreign
exchange between foreign currencies and Kuwaiti Dinar.

Increase / (Decrease) Effect on consolidated

against KD statement of income
2010
usb +5% + 261
Bahraini dinar + 5% + 1,493,864
Qatari riyal +5% + 8315
Jordanian dinar +5% + 102,605
2009
usbD +5% + 81,383
Bahraini dinar +5% +1,135,361
Qatari riyal +5% + 38,500
Jordanian dinar +5% + 108,668

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.

The group plans for this risk by preparing a statement of projected cash flows and monitors liquidity
on a daily basis and covers all its current liabilities with current assets that are synchronized with
maturity dates and monitoring the three major aspects of equity represented in cash flow size, its
term and safety average. '

Maturity Table for financial liabilities

With in one 1-3 3 months 1-5 More than 5
2010 month months to 1 year years years
Sukuk and credit facilities 873,871 6,789,600 55,446,132 71,121,145 4,635,000
Accounts payable and other
credit balances 481,273 641,933 2,328,871 16,039,936
With in one 1-3 3 months 1-5 More than 5
2009 month months to 1 year years years
Sukuk, credit facilities 3,386,728 5,617,678 49,102,776 78,506,775
Accounts payable and other
credit balances 36,092 515,466 5,361,690 5,156,122

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.

—
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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 available for sale and investments at
fair value through income statement, to which the Group had significant exposure at December 31,
2010:

2010 2009
Effect on Effect on
Effect on consolidated Effect on consolidated
consolidated statement of consolidated statement of
Change in Statement of comprehensive Statement of comprehensive
equity price income income income income
Kuwa stock exchange ., 500% +150,906 +399,013 +137,016 +674,759

Fair value of financial instruments

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

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

- Level 2: 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 3: Inputs for the asset or liabilities that are not based on observable market data
(that is, unobservabie inputs).

The table below represents the financial instruments analysis that recourses at fair value on the
levels above mentioned: :

2010 Leve! 1 Level 2 Level 3 Total
investment at fair value through
income statement 3,018,123 - - 3,018,123
Investment available for sale 7,980,262 3,031,065 21,720,954 32,732,281
10,998,385 3,031,065 21,720,954 35,750,404
2009 Level 1 Level 2 Level 3 Total
Investment at fair value through
income statement 2,740,335 - - 2,740,335
Investment available for sale 11,035,417 2,459,764 22,557,467 36,052,648
13,775,752 2,459,764 22,557 467 38,792,983

39. Capital risk management

The Group's objectives when managing capital resources are to safeguard the Group's ability to
continue as a going concern in order to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital 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, return paid up capital to shareholders, issue new shares, sell
assets to reduce debt, repay loans or obtain additional loans.
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For the purpose of capital risk management, the total capital resources consist of the following
components:

2010 2009
Total credit facilities, sukuk 125,089,256 125,176,043
Less; cash and cash equivalent (2,751,643) (2,759,448)
Net debt 122,337,613 122,416,595
Total equity 50,505,263 59,114,535
Total capital resources 172,842,876 181,531,130

40. Comparative fiqures

Certain of the prior year figures have been reclassified to conform to the current year presentation.
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