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INDEPENDENT AUDITORS® REPORT TO THE SHAREHOLDERS OF
NATIONAL INTERNATIONAL HOLDING COMPANY K.5.C. (CLOSED)

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of National International Holding
Company K.5.C. (Closed} (the “Parent Company™) and 1ts Subsidiaries (collectively the “Group”). which
comprise the consolidated statement of financial position as at 31 December 2011, and the consolidated
statement of income, statement of comprehensive income, statement of cash flows and statement of
changes in equity for the year then ended, and a summary of significant accounting policies and other
explanatory information,

Meanagement's Responsibility for the Consolidated Finomeial Statements

Management of the Parent Company is responsible for the preparation and fair presentation of these
consolidated financial statements in accordance with International Financial Reporting Standards, and for
such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or ervor,

Auditors” Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on owr 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
aboutl whether the consolidated financial statements are free from material misstatement.

i An audit involves performing procedures to obtain audit evidence aboui the amounis 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 assessmients, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting polices used and the ressonableness 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,

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Group as at 31 December 2011, and its financial performance and cash flows for the year
then ended in accordance with International Financial Reporting Standards.
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INDEPENDENT AUDITORS® REPORT TO THE SHAREHOLDERS OF
NATIONAL INTERNATIONAL HOLDING COMPANY K.8.C. (Closed) (continuned)

Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the Parent Company and
the consolidated financial statements, together with the contents of the report of the Parent
Company’s board of directors relating 1o these consolidated financial statements, are in accordance
therewith. We further report that, we obtained all the information and explanations that we required
for the purpose of our audit and that the consolidated financial statements incorporate all
information that is required by the Commercial Companies Law of 1960, as amended, and by the
Parent Company’s articles of association, that an inventory was carried out and that, to the best of
our knowledge and belief, no violations of the Commercial Companies Law of 1960, as amended,
or of the Parent Company’s articles of association have occuwrved during the year ended 3!
December 2011 that might have had a material effect on the business of the Parent Company or on
its financial position.
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National International Holding Company K.S.C. (Closed) and Subsidiaries

CONSOLIDATED STATEMENT OF INCOME

Year ended 31 December 2011

Change in fair value of investment properties

Met loss on investment propertics

Realised loss on sale of financial assets at fair value through

profit or loss

Unrealised loss on financial assets at fair value through profit or loss

Realised gain on sale of financial assets available for sale

Impairment loss on financial assets available for sale
Share of results of an associate
Dividend income

Net investment gain (loss)
Allowance for impairment of receivables
Administrative expenses

Operating loss

Interest income

Other income

Foreign exchange gain (loss)
Finance costs

LOSS FOR THE YEAR

BASIC AND DILUTED LOSS PER SHARE

The attached notes 1 1o 23 form parl of these consolidated financial statements.

Notes

11

2011
KD

(985,225)
(985.225)

(238,762)
(20,509)
2,247,051
(1,267,680)
(53,840)
87,877

755,037
(395,058)
(625,246)

80,5%6
309,926

10,871
(85,089)

(308,942)

(1.50) fils

2018
KD

(3,796,925}
{3,796,925)

(9.241)

(179,107)
204,604

(2.770,004)
28,676
34,765

(2,690,307)
(300,000}
(345,013)

(7,133,145)
99,358

(21 ,-{?4)
(673)

(7,055,934)

(34.05) fils
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National International Holding Company K.S.C. (Closed) and Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2011

Loss for the year

Other comprehensive income:
Financial assets available for sale
- Change in fair values
- Recyeled on sale
- Impairment loss transferred to consolidated statement of income

Total other comprehensive income (loss) for the year

TOTAL COMPREHENSIVE INCOME (LOSS) FOR THE YEAR

The attached notes 1 to 23 form part of these consolidated financial statements,

2411
KD

(308,942)

1,503,595
(2,247,951)
1,267,680

523,324
214,382

2018
KD

(7,055,934

(5,074,043)
{204,694)
2,770,054

(2,509,243
(9,565,177}
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National International Holding Company K.S.C. (Closed) and Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2011

ASSETS
Cash and bank balances
Accounts receivable and other assets

Financial assets at fair value through profit or loss

Financial assets available for sale
Investment in an associate
Investment properties

Furpiture and equipment

TOTAL ASSETS

EQUITY AND LIABILITIES
Equity

Share capital

Share premium

Cumulative changzes in fair values
Treasury shares

Treasury shares reserve
Accumulated deficit

Total equity

Liabilities

Bank overdrafis

Accounts payable and other habilites
Term loan

Total Liabilities
TOTAL EQUITY AND LIABILITIES

|

A== N\ ==

Al ed Al-Bagli
(Chairman)

The attached notes 1 to 23 form part of these consolidated financial statements,

Notes

e = JE I Y

12

15

16
17

Ay

2011
KD

981,680
2,942,047
336,560
29,926,577
107,812
10,495,000
3,126

44,792,802

21,262,500
6,268,488
11,165,433
(1,357,204)
318,561
(308,942}

37,348,836

233,404
1,210.562
6,000,000

7,443,966
44,792,802

2010
KD

886,042
1,085,197
1,340,660

31,078,841
87,402
10,911,879
4,850

45,394,871

21,262,500
13,324,422
10,642,109
(1,348,524)
318,561
{7,055,934)

37,143,134

531,355
1,720,382
6,000,000

8,251,737
45,394 871

hab Moilamed Al-Wazzan

a
{]D/‘% Chairman)
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National International Holding Company K.S.C. (Closed) and Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 December 2011

2011 2040
Notes Ko KD
OPERATING ACTIVITIES
Loss for the year (308,942) (7,055,034)
Non-cash adjusiments (o reconcile loss for the vear (o net cash
flows:
Change in fair value of investment propertics 11 085,128 3,766,923
Realised gain on sale of financial assets available for sale {2,247,951) {204,604)
Impairment loss on financial sssets available for sale 9 1,267,680 2,770,094
Share of results of an associate 10 53,840 {28.678)
Dividend income (B7.877) (34.765)
Allowance for impairment of receivables 7 - 300,000
Tnterest come {80, 506) (53,800
Other income 4 {309,926) -
Finence costs 85,089 a7l
Peprecintion 2,761 2,589
Provision for employees” end of service benefits 15,480 12,675
Working capital adjustments: (625,217) {494 .915)
Accounts receivable and other assets 100,418 68,801
Financial assets at fuir value through profit or loss (net) 1,004,106 Q08,488
Accounts payable and other Habilitics {215,374} 804,015
Cash from operations 272,027 1,291,389
Finance costs paid ) (R5,080) (673
Met cash flows from operating activities 187,838 1,290,716
INVESTING ACTIVITIES
Purchase of financial assets available for sale (1.476,680) {532.575)
Proceeds fom sale of financial assels available for sale 2,160,734 2,531,330
Purchase of investment in an associate - (58,724}
Additions to investiment properties 11 {568,346) {2,971,212)
Purchage of fumniture and equipment (1,037) (1,748)
Dividend income received 81877 34,765
Interest income received 11,883 -
Met cash flows from (used in} investing activities 214,431 (PE8,157)
FINANCING ACTIVITIES
Purchase of reasury shares (%,680) (17,4800
Net cash flows used in financing activities (8,680) {17,480)
NET INCREASE IN CASH AND CASH EQUIVALENTS 393,589 285,079
Cash and cash equivalents at a1 | January 354,687 65,608
CASH AND CASH EQUIVALENTS AT 31 DECEMBER [ 748,276 354,687

The attached notes 1 io 23 form part of these consolidated financial statements,
G
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National International Holding Company K.S.C. (Closed) and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

1 ACTIVITIES

Notiona! International Holding Company K.S.C. (Closed) (the “Parent Company™) is a Kuwaiti closed
shareholding company registered and incorporated in Kuwait on 14 January 1979 and is engaged in investments in
local and international markets.

The consolidated financial statements of the Parent Compaiy and Subsidiaries (collectively the “Group™) for the
year ended 31 December 2011 were authorized for issue in accordance with a resolution of the Parent Company’s
Board of Directors on 26 March 2012, The ordinary general assembly of the shareholders of the Parent Company
hias the power to amend these consolidated financial statements after their issuance.

The consolidated finaneial statements of the Group for the year ended 31 Deceraber 2010 were approved by the
sharcholders of the Parent Company during the annual gencral assembly meeting held on 24 May 2011,

The registered office of the Parent Company is located on the 4th Floor, Chamber of Commerce and Industry
Building, Al Shubads Streer, PO Box 25825 Safat Kuwail,

The Pavent Company is a subsidiary of Global Macro Fund (the “Ultimate Pavent Company™).
21  BASIS OF PREPARATION

Statement of compliance
The consolidated financial staternents of the Group have been prepared in accordance with International Financial

Reporting Standards (JFRS) as issued by the Intemational Accounting Standards Board (TASE) and appliceble
requirements of Ministeria] Order Mo, 18 of 1990,

Basis of preparation
The consolidaled financlal statements are prepared under the historical cost convention as modified for the

revaluation at fair value of financial assets at fair value through profit or less, financial assets available for sale and
imvestment properiios,

Funetional and presentation curvency
The consolidated financial statements have been presented in Kuwaiti Dinars (KD, which is the Parent Com Pany's

functional and presentation currency,

The Group presents its consolidated statement of fnancial position broadly in order of liquidity. An analvsis
regarding recovery or settlement within twelve months afler the reporting date (current) and more than twelve
months afler the reporting date {non-current) is presented in Note 22,

2.2 BASIS OF CONSOLIDATION

The consolidated financial statements comprise the financial statements of the Parent Company and its
subsidiaries as a1 31 December 2011,

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group oblains
conirol, and contitue to be comsolidaied until the date when such control ceases, The financial statements of e
subsidiaries are prepared for the same reporiing period as the Parent Company, using consistent accounting
policies. The financial statements of subsidiaries are consclidated on a line-by-line basis by adding together like
ftems of assets, liabilities, income and expenses, All intra-group balances, transactions, unrealised pains and
losses resulting from intra-group transactions and dividends are eliminated in filll,

Losses within a subsidiary are attributed to the non-confrolling interest even if that results in a deficit balance,
A change in the ownership interest of a subsidiary, without a loss of contrel, is accounted for as an equity
transaction. If the Growp loses control over a subsidiary, it;

Drerecognises the assets (including goodwill) and liabilities of the subsidiary

Derecognises the canying amount of any non-controlling interest

Derecognises the cumulative translation differences recorded i other comprehensive income
Recognises the fair value of the consideralion received

Recognises the fair value of any investment retained

Recognises any surplus or deficit in profit or loss

* @ &% & = w




National International IHolding Company K.S.C. (Closed) and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

2.2 BASIS OF CONSOLIDATION (eontinued)

¢ Reclassifies the Parent Company’s share of components previously recognised in other comprehensive
income to profit or Joss or retained carnings, a3 appropriate

Details of the subsidiaries included in (e consclidnted financial staterments set out belaw:

Countiy of  Tntervest in eguity %

Nente of the company incovporation 2011 2010 Principal getfvities
Purchase and sale of
Al Ola National Feal Estate Company W.LL. Euwait a7 a7 real estale
Eeal estate projects
Al Ghad Praject Management Corpany W.L.L. Kuwait oy 97 Manapement

13 CHANGES IN ACCOUNTING POLICIES

The accounting policies sdopted are consistent with those of the previcus financial year, except for the following
new and amended International Financial Reporting Standard (“IFRS®) and TFRS Interpretation Committee
("IFRIC") interpretations effective as of 1 January 2011

+ [AS 24 Related Party Disclosures {amendment) effective 1] anuary 2011
* 1AS 32 Financial Instrumenis: Presentation {umendment) effective | February 2010

The adoption of the standards or interpretations is desoribed below:

I4S 24 Related Party Transactions (dmendment)

The 1ASE issued an smendment to IAS 24 that clarifies the definitions of a related party. The new definitions
emphasice a symmetrical view of related party relationships and clarifies the circumstances in which persons and
key management personnel affect related party relationships of an entity, The adoption of the amendment did not
have any impact on the financial position or performance of the Group.

T4S 32 Financlal Instraments: Presentation (dmendment)

The IASE issued an amendment that alters the definition of a financial liability in TAS 32 0 enable entitics to
classify vights issues and certain options or warrants as equity instruments. The amendment is applicable if the
rights are given pro raa to all of the existing owners of the same class of an entity’s non-derivative equily
instruments, to acquire & fixed mumber of the entity’s own equity instruments for a fixed amount i any Currency,
The amendment has had no effect on the financial position or performance of the Giroup because the Group does
not have these type of instruments,

Improvements to [IFRSs

In May 2010, the IASB issued its third omnibus of amendments 1o ifs standards, primarily with 2 view 10
remaving inconsistencies and clarifying wording. There are separale transitional provisions for each standard,
The adoption of the following amendments resulted in changes to accounting policies, but no impact on the
financial position or performance of the Group.

IFRS 7 Financlal Instruments — Disclosuras

The amendment was intended to simplify the disclosures provided by reducing the volume of disclosures around
collateral held and improving disclosures by requiring qualitative information to put the quantitative information
in context.

TAS I Presentation of Finaneial Statements

The amendment clarifies that an emtity may present an analysis of each component of other comprehensive
income maybe either in the statement of changes in equity or in the notes 1o the financial statements. The Group
provides this analysis in consolidated statement of comprehensive income

Other amendments resulting from Improvements to IFRSs did not have any impact on the accounting policies,
fimancia} position or performance of the Group.




National International Holding Company K.S.C, (Closed) and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

24 STANDARDS ISSUED BUT NOT YET EFFECTIVE

Improvements to 1IFRSs {continued)
Standards issued but not yet effective up to the date of issuance of the Group’s consolidated financial statements are
tisted below, The Group intends to adopt those standards when they become effective.

148 1 Financial Statement Presentation — Presentation of ltems of Other Comprehensive Income (OCT)

The amendment becomes effective for annwal periods beginning on or after 1 July 2012, The amendments to 145 1
change the grouping of items presented in OCL ltems that could be reclassified (or ‘recveled’) to consolidated
slatement of income al a future point in tims would be presented separately from items that will never be
reclassified. The amendment affects presentation only and will have no impact on the Group’s financial position or
performance.

JAS 27 Separate Financtal Statements (as revised in 2011}

The amendment becomes effective for annual pericds beginning on or after 1 January 2013, As & consequence of
the new IFRS 10 and IFRS 12, what remains of IAS 27 i5 limited to accounting for subsidiaries, Jjointly controlled
entitics, and associates in separate financial siatements. The Group does not present separate financial statements,

TAS 28 Invesiments in dvsociates and Joint Vemtures (as revised in 2011)

The amendment becomes effective for annual periods beginning on or after 1 January 2013, As a consequence of
the new IFRS L1 and IFRS 12, [AS 28 has been renamed [TAS 28 Jnvestmenis in Associates and Joint Fentures, and
describes the application of the equity method to investments in joint ventures in addition to associates.

IFRS 7 Financial fnstruments: Diselosures — Enhanced Derecognition Disclosure Regquiremenis

The amendment becomes effective for annual periods beginning on or after 1 July 2011, The amendment requires
additional disclosare about financial assets that have been transferred but not derecognised to enable the user of the
Group’s comsolidated financial statements to understand the relationship with those assels thal have not besn
derecognised and their associated liabilities. In sddition, the amendment requires disclosures about continuing
involvement in derecognised assets to enable the user 1o evaluale the nature of, and risks associated with, the
entity’s conthiuing involvement in those derccagnised assets. The amendment affects disclosure only and will have
1o fmpact on the Group's financial position or performance.

IFRS 9 Financial Instruments: Classification and Meosurement

The standard is effective for annual periods beginning on or after 1 January 2015. IFRS 9 as jssued reflects the first
phase of the TASBs work on the replacement of TAS 39 and applies to classification and measurement of financial
assels and financial liabilities as defined in IAS 39. In subsequent phases, the FASB will address hedge accounting
and impairment of financial assets. The adoplion of the first phase of IFRS 9 will have an effect on the
classification and measurement of the Group’s financial assets, bur will potentially have no impact on classification
and measurements of financial liabilities. The Group will quantify the effect in conjunction with the other phases,
when issued, to present a comprehensive pictures,

LERS 10 Consolidated Financial Statements

This standard becomes effective for anoual periods bepinning on or after | Januwary 2013, 1FRS 10 replaces the
portion of 1AS 27 Comsalidated and Separate Financial Statementy that addresses the sccounting for consolidated
financial statements. It also includes the issues raised in SIC-12 Consolidation -Special Purpose Ensities.

It establishes a single control model that applies to all entities including special purpose entities. The changes
introduced by IFRS 10 will require management to exercise significant judgement to determine which entities ave
controlled, and therefore, are required to be consolidated by a parent, compared with the requirements that were in
1AS 27,

IFRE 12 Disclosure aof Ivelvement with Other Entiiies

This standard becomes effective for annual periods beginning on or after 1 Janvary 2013. IFRS 12 includes all of
the disclosures that were previously in IAS 27 related 1o consalidated financial statements, as well as all of the
disclosures that were previously included in JAS 31 and TAS 28. Thess disclosures relate to an entity’s interests in
subsidiaries, joint srrangements, associates and structured entities,

10



National International Holding Company K.S.C. (Closed) and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

24 SETANDARDS ISSUED BUT NOT YET EFFECTIVE {continued)

Improvements o IFRSs (continued)

IFRS 13 Fair Value Measwrement

This standard becomes effective for annual perfods beginning on or after 1 January 2013, IFRS 13 establishes a
single source of guidance under IFRS for all fair value measurements. The standard does not change when an entity
is required to use fair value, but rather provides guidance on how to measure fair value ynder IFRS when fair value
is required or permitted. The Group is cunvently assessing the impact that this standard will have oo the {inancial
position and performance,

25 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue recognition
Revenue s recognised o the extent that it is probable (hat the economic benefits will flow to the Group and the
revenue can be reliably measured. Revemee s measured al the fair valus of the consideration received, excluding

discounts,
The following specific recognition criteria must also be met befors revenue is recognised:

Dividend income
Dividend income is recognised when the Group’s right to receive payment is established,

Iniarest income
Inferest income is recognised as interest accrues using the effective yield method,

Cash and cash equivalents
Cash and cash oquivalents in the consolidated statement of financia] position comprise cash on hand and at
banks and time deposits with an original maturity of three months or less,

For the purpose of the consolidated statement of cash flows, cash and cash equivalenis consist of cash on hand and
at banles, net of ovtstanding bank overdrafis.

Tinancial instruments — initial recognition and subsequent measurenient
I Financial assefs

Initiad recognivion and measuyament

Financisl assets within scope of IAS 39 ave classified as financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments or financial assets available for sale, or as derivatives designated
as hedging instruments in an effective hedge as epproprizte. The Group determines the elassification of its
financial assets at initial recognition, '

All financial assets are recognised initially at fair value plus transaction costs, except in the case of financial assets
recorded at fuir value through statement of income,

Purchases or sales of financial assels thal require delivery of assets within a time frame established by regulation or
convention in the marketplace (regular way trades) are recognised on the trade dats, ie., the date that the Group
commils 1o purchase or sell the asset.

The Group's financial assets include cash and cash equivalents, receivables, financial assets at fair value through
profit ov loss, receivables and financial assets available for sale. At 31 December 2011, the Group did not have
any financial assets held-to-maturity or as derivatives designated as hedging instruments,

Subsequent measurement
The subsequent measurement of financial assets depends on their clagsification as follows:

Recalvables

Receivables are shown at the balance due, net of allowanee for impairment. An estimate for dovbtful debis is
made, when collection of full amount is no longer probable. Bad debts are writlen off when there is no
possibility of recovery.

Il



National International Holding Company K.S.C. (Closed) and Subsidiaries
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2011

p SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continned)
Finpncial instruments — initial recognition and subsequent measurenent
{1 Financial assets

Financial agsets at falr value Soough profit or loss
Financial assets carvied at fair value through profit or Toss include financinl assets held for trading and financial

assets desigmated upon initial recognition as at fair value through profit or loss. Financial assets are olassified as
held for trading if they are acquired for the purpose of selling in the near term. Gains or losses on financial assets
hield for trading are recognised in the consolidated statement of income. Financial assets are designated a1 fair
value through profit or loss if they are managed, and their performance is evaluated on reliable fair value basis in
aceordance with a documented investment strategy.  After initial recognition financial assets at fair value
through profit or loss are remeasured at fair value with &ll changes in fair value recognised in the consolidated

statement of income,

The Group evaluates its financial assets held for trading, other than derivatives, to determine whether the
intention to sell them in the near term is st} appropriate. When in rare circumstances the Group is wnable to
trade these financial assets due to inactive markets and management's intention to sell them in the foresesable
future significantly changes, the Group may elect to reclassify these financial assets. The reclassification o loans
and receivables, available-for-sale or held o mamrity depends on the nature of the asset. This evaluation does
ot affect any financial assets desipnated a1 fafr value through profit or loss using the fair value oplion at
designation, these instruments cannot be reclassified afier initial recognition.

Firimncial assets available for sale )
Financial assets available {or sale include equity and debt securities. Equity investments classified as available
for sale are those, which are neither classified as held for trading nor designated at fair value through profit or
loss. Drebt securities in this category are those which are intended to e held for an indefinite period of time and
which may be sold in response to needs for liquidity or in response to changes in the market conditions.

After initial measurement, financial assets available for sale are subsequently measured al fair value with
unrealised gains or losses recognised as other comprehensive income until the investment is derecognised, ar
which time the cumulative gain or loss i3 recognised in the consolidated statement of income, of determined to
be impaired, at which time the cumulative loss is recognised in the consolidated statement of income and
removed from the available for sale reserve. Financial assets whose fair value cannot be reliably measured are

stated &3 cost leys impairment losses, if any,

Derecognifion

A financial asset (or, where applicable 2 pert of {inancial asset or part of a Group of similar financial assets) is

derecognised when:

e the rights to receive the cash flows from the asset have expired;or

» the Group has transferred its right to receive cash Qows from the asset or has assumed an obligation (o pay
the received cash flows in full without material delay to a third party under a *pass-through’ ATANZENCNT,
and either () the Group has trans(erred substantially all the risks and rewards of the asset, or (b) the Group
has neither transferred nor retained substantially all the risks and rewards of the asser, bat has transfarred

control of the aseel,

When the Group has transferred its rights to receive cash flows from an asset or has entered into pass-through
arpngement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
. transferred control-of the asset, the asset is recognised to the extent of the Group’s continuing involvement in the
- assel In thal case, the Group alse recognises an associated liability, The transfemed asset and the associated
- Jiability are measured-on a basis that réflects the rights and obligations that the Group has retained,
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.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
Financial instruments — initial recognition and subsequent measurement

fify  Impairment of financial assets

The Group assesses at each reporting date whether there is any ohjective evidence that a financial asset or a
group of financial assets is impaired. A finimcial asset or a group of financial assets is desmed 1o be impaired if,
and only if there is ohjective evidence of impairment as 2 result of one or more events thal has oceurred afler the
initial recognition of the asset (an incurred “loss event™) and that loss event has an impact on the estimared fature
cash flows of the financial asset er the group of financial assets that can be relizbly esiimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal payments, the probability that they will enter
bankruptey or other financial reorganisation and where ohservable data indicate that there is & messurable
decrease m the estimated future cash flows, such as changes in arears or economic conditions that correlate with
delmlts, If such evidence exists, an impairment loss is recognised in the consolidated statement of income,

Financial assets carried at amortised cost

For financial assets carried at amortised cost. the Group first assesses individually whether objective evidence of
impairment exists individually for financial assets that are individually significant, or collectively for financial
assets that are not individually significant. I the Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant or not, it includes the asset in a Group of
financial assets with similar credit risk characteristics and collectively assesses them for impainnent, Assets that
are individually assessed for impairment and for which an impairment loss is, or continues o he, recopnised are
not mcluded in a collective assessment of impairment,

If there is objective evidence that an impairment loss has incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the present value of estimated foture cash flows {excluding
future expected credit losses that have not vet been incurred),

The canying amount of the asset is reduced through the use of an allowance acoount and the amount of the loss
iz recognised in the consolidated stalement of income. Receivables together with the associated allowance are
writien off when there is no realistic prospect of future recovery and all collateral has been realised or has been
transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss increasss or
decreases because of an event cccuming afier the impairment was recognised, the previously recognised
impairment loss is increased or reduced by adjusting the allowance acoount,

Finaneial assets avallable for sale
For financial assets available for sale, the Group assesses at each reporting date whether there is objective
evidence that an investment or & group of investments is impaired.

In the case of equity investments classified as available for sale, objective evidence would include & gignificant
or prolonged decline in the fair value of the investment below its cost, *Significant” is o be evaluated against the
origingl cost of the investment and “prolonged” against the period in which the fair value has been below its
original cost, Where there is evidence of impairment, the cumulative loss — measured as the difference between
the acquisition cost and the current fair value, less any impairment loss on that investment previously recognised
in the consolidated statement of incomne 1% removed from other comprehensive income and recopnised in the
congolidated statement of income. [mpairment losses on equity juvestments are not reversed through the
consolidated statement of income; increases in their fair value afler impaivment are recognised directly in olher
comprehensive income,

In the case of debt instruments classified as financial assets available for sale, impairment is assessed based on
the same criterig as financial assets carried at amortised cost. However, the amount recorded for impairment is
the cumulative loss measured as the difference betweon the amortised cost and the current fair value, less any
impairment loss on that investment previously recognised in the consolidated statement of income.
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLYCIES {continned)
Finaneial ingtruments - initial recognition and subsequent mneasurement {continued)

{FE) Financial labilities

Initial recognitfion and mensurement

Finaneial liabilities within the scope of TAS 39 are classified as financial linbilities at fair value fhrough profit or
toss and loans and borrowings or as derivatives designated as hedging Instruments in an effsctive hedge as
appropriate, The Parent Company determines the classification of its financial Habilities at initial recognition,

All finencial liabilities are recognised initially at fair value and in cose of borrowings, phus directly atiributable
transaclions costs,

The Group’s financial liabilities comprise loans and borrowings and accounts payable. At 31 December, the
Croup did not have any financial lisbilities at fair value through profit or loss or as derfvatives desipnated as
hedging instrunents.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:

Loang and borrowings

After initial recognition, interest bearing loans and borrowings are subsequently messured at amoriised cost
using the effective interest rate method. Gaine and losses are recognised in the consolidated statement of ingome
when the Habilities are derecognised as well as fhrough the effective interest rate method (EIR) amortisation
process, Amortised cost is caleulated by taking into sccount any discount or premium on acquisition and fees or
costs that are an integral parl of the EIR. The EIR amoriisation is included in the consolidated statement of
'EIIDDIIIE:.

Aceounts peavable
Agcounts payable are recognised for amounts to be paid in the fithure for goods or services received, whether billed

by the supplier or not.

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an existing financial lability is replaced by another from the same lender on substantially different terms,
or the terms of an existing Hability are substantinlly modified, such an exchange or modification is treated as g
derecognition of the original hahlhtj.- and {he recognition of a new Hability, and the difference in the respective
carrying amounts is recognised in the consalidated statement of income,

{iv) Ofietting af financial instruments

Financial assets and financial labilities are offset and the net amount reported in the consolicated statement of
financial position if and only if, there is a currently enforceable legal right to offset the recognised amounts and
there is an intention to settle on a net basis, or to realise the assets and seitle the Habilities simultaneously.

fu Fair value of financial instraments

The fair value of financial instruments that are traded in active markeis at each reporting date is determined by
reference to queled market prices or dealer price quotations {bid price for long ]}EISITJ.GIJS and ask price for short
positions), without any deduction for transaction cosis,

For financial instruments not traded in an active market, the fair vahue is determined using appropriate valuation
techniques, Such technigues may inclide:

s Using recent arm’'s length market fransactions
* - Reference to the current fair value of another instrument that is substantially the same
¢ A discounted cash flow analysis or ather valuation models,

An analysis of fair values of financial instrements and further defails as to how they are measured are provided
in Mate 23,
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2.5 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {coantinued)
Financial instruments - initial recognition and subsequent measurement (continued)

Employees® end of service benefits

The Group provides end of service benefits to its expatriate employees. The entitlement to these benefits is
based upon the employees' Tinal salary and length of service, subject to the completion of a minimum service
period. The expected costs of these benefits are accrued over the period of employment.

With respect 1o national employees, the Group makes contributions to be calculated #t a percentage of the
employees' salary. The Group obligations are Himited to these contributions, which are expensed when due.

Investments in an associate
The Group's investment in its associate is accounted for using the equity method, An associate is an entity in
which the Group has signilicant influence.

Under the equity method, the mvestment in the associate is carried in the consolidated statement of financial
position at cost plus post aequisition changes in the Group's share of net assets of the associate. Goadwill
relating to the associate is included in the carrying amount of the investment and 15 neither amortised nor
individually tested for impairment.

The consolidated statement of income reflects the share of the results of operations of the associate. Where there
has been a change recognised directly in the equity of the associate, the Group recopnises its share of any
changes and discloses this, when applicable, in the consolidated statement of changes in equity. Unrealised gains
and losses resulting from transactions between the Group and the associate are eliminated to the extent of the
interest in the associate.

The share of results of an associate is shown on (he face of the consolidated statement of income. This is the
results attributable to equity holders of the associate and therefore is profit after tax and non-contralling interests
in the subsidiaries of the associate.

The financial statements of the associate ave preparcd for the same reporting period as the Group, Where
necessary, adjusiments are made 1o bring the accounting polisies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary (o recognise s additional
impairment foss on the Group’s investment in its associate, The Group determines at each reporting date whethey
there is any objective evidence that the investment in the associate is fwpaired. If this is the case the Group
caleulates the amount of impairment as the difference between he recoverable amount of the associate and its
carrying value and recognises the amount in the 'share of resolts of an associate’ in the consolidated statement of
incoms.

Upan lose of significant influence over the associate, the OGroup measures and recognises any retaining
investment at its fair value. Any difference between the carrying amaount of the associate npon loss of significant
influence and the fair value of the retaining investment and proceeds from disposal is recognised in consolidated
statement of income,

Investment properties
Investment properties are measured initially at cost, mcluding transaction costs. The carrying amount includes
_the cost of replacing part of an existing investment property at the time that cost is incurred if the recognition
criteria are met; and excludes the costs of day to day servicing of an investment property, Subsequent to initial
recogrition, investment properties are stated at fair valus, which reflect markel conditions at fhe reporting date.
Giains or losses arising from changes in the fair values of investment properties are included in the consolidated
siatement of income in the year in which they arise. The fair value of investment properties is determined by
independent real estate valuation experts using recognised valuation fechniques.

Investment properties are derecognised when either they have been disposed of or when the investment property
i permanently withdrawn from use and no future sconomic benefit is expected from its disposal. Any pains or
losses on the retirement or disposal of an investment property are recognised in the consolidated statement of
income in the year of retirement or disposal.
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25 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment properties {confinued)

Transfers are made to investment properly when, and only when, there is a change in use, For a transfer from
investment property to owner occupied property, the deemed cost for subsequent accounting is the fair value at
the date of change in use. If owner oceupied property becomes an investment property, the Group accounts for
such property in accordance with the policy stated under property and equipment up to the date of change in use.

No assets held under operating lease have been classified as investment properties.

Furniture and equipment
Furniture and equipment ars stated at cost less accumulated depreciation and any impaireent in value.

Depreciation is calculated on a straight-line basis over the estimated useful life of the applicable asset which is 5
years.

Expenditure incurred to replace & component of an item of furmiture and equipment that is accounted for separately
is capitalised and the carrying amount of the component that is replaced is written off,  Other subsequent
expenditure is capitalised only when it increases fature economic benefits of the related item of furmiore and
equipment. All other expenditure is recogmised in the consolidated statement of income as the expense is incurred,

An item of furniture and equipment and any significant part initially recognised is derecognised upon disposel or
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (caleulated as the difference between the net disposal proceeds and the carrying amount of the asset) is
included in the consolidated statement of income when the asset is derecognised.

The assets' residual values, useful lives and methods of depreciation are reviewed at each financial vear end, and
adjusted prospectively, if appropriate.

Impairment of non-financial assets

The Group assesses al each reporting date whether there is an indication that an asset may be impaired. [f any such
mdication exists, or when annual impairment testing for an asset is required, the Group makes an estimate of the
assel’s recoverable amount. An asset’s recoverable amount is the higher of an asset's or cash-generating unit’s fair
value less costs 1 sell and its value in use and is determined for an individual asser, unless the assel does nol
generale cash inflows that ave largely independent of those from other asscts or groups of assets and then its
recoverable amount is assessed as part of the cash-generating unit fo which it belongs. Where the CAITYINE amount
of an assel (or cash-pencrating unil) exceeds ifs recoverable amount, the asser {or cash-generating unit) is
considered impaired and is written down to ils recoverable amount, In assessing value in use, the estimated future
cash flows are discounted to their present value using 2 discount rate that reflects current market assessments of the
Hme value of money and the risks specific to the asset {or cash-genemting unit), In defermining fair vaiue less
casis 1o sell an appropriate valuation model s used, These calculations are coroborated by available fair value
indicators,

An assessment is made at each reporting date as to whether there is any indication that previously recoghised
impairment losses may no longer exist or may have decreased. [f such indication exists, the recoverable amount is
asset’s recoverable amount since the last impairment loss was recognised. If that is the case, the carrying amaount
of the asset is increased 1o its recoverable amount. That increased amount cannot exceed e carrying amotnt that
would have been determined, nel of depreciation, had no impairment loss been recognised for the asset in prior
vears. Such reversal is recognised in the consolidated statersent of ineome.

Afler such a reversal, the depreciation charge Is adjusted in future years 1o allocate the asset’s revised carrying
amoun, less any residual value, on o systematic basis over its remaining uasfi] lifs,
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15 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {eontinued)

Treaswry shares

The Parent Company®s own shares are accounted for as treasury shares and are stated at cost. When the freasury
shares are sold, gains are credited to a separate account in equity {treasury shares reserve) which is non-
distributable. Any realised losses are charged to the same account to the extent of the credit balance on that
account. Any excess losses are charged (o retained earnings then reserves, Gains realised subsequently on the
sale of treasury shares are first used to offset any previously recorded losses in the order of reserves, retained
eamings and the treasury shares reserve account, No cash dividends are disiributed on these shares. The ivsue of
bonus shares increases the number of treasury shares proporlionately and reduces the average cost per share
without affeciing the total cost of treasury shares,

Segment information

A segment is a distinguishable component of the Group that is engaged either in providing products or services
(business segment), or in providing products or services within a particular economic enviromnent (zeographical
segment), which is subject to risks and rewards that are different from those of other segments,

Foreign currencies

Foreign currency transactions are recorded in Kuwaiti Dinars at rates of exchange prevailing on the date of the
tranpsactions, Monetery assets and liabilities denominated in foreign currency are translated to Kuwaiti Dinars at
rates of exchange prevailing at the reporting date. Bxchange differences are talen to the consolidated statement
of income. Non monetary items thal are measured in terms of listorical cost o & foreign currency are translated
using the exchange rates as at the dates of the initial transactions. Non monetary items measured at fair value in 2
foreign currency are translated vsing the exchange rates at the date when the fair value was determined,

Contingencies
Contingent Liabilities are not recognised in the consolidated financial statements, but are disclosed unless the
possibility of an outflow of resources embodying cconoimic benefits is remote.

Contingent assets are not recognised in the consalidated financial statements, but are disclosed when an inflow of
economic benefits is probable,

3 SIGNIFICANT ACCOUNTING JUDGEMENT AND ESTIMATES

Judgments

The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and Habilities and the disclosure of
contingent Habilities at the date of the reporting period. However, uncertainty about these assumptions and
estimates could result in outcomes that could require a maierial adjustment to the carrying amount of the asset or
liability affected in future periods.

In the process of applying the Group's aceounting policies, management has made the following judgments,
which have the most significant effect on the amounts recognised in the consolidated financial statements:

Classiffeation of investments
Management decides on acquisition of an investment whether it should be classified as al fair valus through
prafit or loss or available-for-sale,

Classification of investments as fair value through profit or loss depends on how managenent monitors the
performance of these investments. When they have readily available reliable fair values and the changes in fair
values are reported as part of in the management accounts, they are elassified as fair value through profit or loss,

All other financial assels are classified as available-for-sale,
Classification of real estate

Management decides on acquisition of a real estate whether it should be classified as trading, property held for
developrment or investment property,
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3 SIGNIFICANT ACCOUNTING JUDGEMENT AND ESTIMATES

Jodgments (continued)
The Group classifies property as trading property if it is acquired principally for sale in the ordinary course of
business.

The Group classifies property as investment property if it is acquired to generate rental income or for capital
appreciation, or for undetermined future use.

Lstimates and assumptions :

The key assumptions concerning the future and other key sources of estimation uncertainly at the reporting date,
that have a significant risk of causing a matenial adjustment 1o the carrying amounts of assets and liabilities
within the next financial year, are described below. The Croup based i assumptions and estimates on
parameters available when the consolidated financial sitements were prepared. Existing circumstances and
assumptions about future developments, however, may change due fo markei changes or circumstances arising
beyond the control of the Group. Such changes are reflected in the assumplions when they occur.

Inpirirment aof receivables

An estimate of the collectible amount of receivables is made when collection of the full amount is ne Tonger
probable. For individually sipnificant amounts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are assessed collectively and a provision applied
according to the length of time past due.

Usefil lives of furniture and eguipment

The Group’s management determines the estimated useful lives of its fumiture and equipment for caloulating
depreciation. This estimate is detenmined after considering the expected usage of the asset or physical wear and
tear. Management reviews the residua! value and useful lives annually and future depreciation charge would be
adjusted where the management believes the useful lives differ from previous estimates.

Tmpaivment of non- financial aasets

An impairment exists when the carrying value of an asset or cash generating wnil exceeds its recoverable
amount. which is the higher of its fair value less costs to sell aud 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
assels or observable market prices less incremental costs for disposing of the asset. The value in use cafewlation
iy based on a discounted cash flow modal,

Jpairment aof fmwestment In associates

Alter application of the equity method, the Group defermines wheiber it is necessary to recognise any
wnpairment loss on the Group's investment in its assovialed companies, at each reporting date based on
exislence of any objective evidence that the investment in the associate is impaired. If this is the case the Group
culeulates the amount of impairment as the difference betwesn the recoverable amount of the associate and its
carrying value and recognises the amount i the consolidsted statement of income,

Valuarfon of investment propertiey
Fair value of investment properties is determined based on valuations by independent registered real estate
assessors which have relevant experience in the local and international property market,

Tmpainnent of fnancial assers available for sale

The Group treats financial assets available for sale as impaired when there has been a significant or prelonged
decline in the fair value below i1s cost or where other objective evidence of impairment exists. The
determination of what is “significant” or “prolenged” requires considerable judgment,

Faluation of unguoted equity investments

Valuation of unquoted equity investments is normaily based on one of the following:

« recent arm's length market transaclions;

+ current fair value of another instrument that is substantially the same;

¢ the expected cash flows discounted al current rates applicable for {tems with similar terms and risk
characteristics; or

« other valuation models,

The delermination of the cash flows and discownt factors for ungquoted equity investments requires significant
estimation,
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4 OTHER INCOME

Other income represents reversal ofaceneal due 1o a related party.

3 BASIC AND DILUTED LOSS PER SHARE

Basic loss per share is caleulated hy dividing the loss for the yecighted average number of ordinary

shares outstanding during the year {excluding treasury shares). Diluted loss per share is caleulated by dividing fhe
loss for the year by the weighted average number of ordinary shares outstanding during the year (excluding
treasury shares) plus the weighted average number o f ordinary shares that would be issued on the conversion o fall
the dilutive potential crdinary shares inte ordinarvy sheres, As at 31 December. the Parent Company had no
outstanding dilutive potential shaves,

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

2041 2000
Loss for the year (KD (308.242) (7.055,934)
Weighted average number o fordinary shares outstanding
during the vear {excluding wreasury sbares) 206,321,684 207,250,009
Basic and diluted loss per share (1.50) fils {34.05} fils

& CASH AND CASH EQUIVALENTS

Cash and cagh equivalents included in the consolidated statement ofcash flows contain the following amounts:

2071 2000
Su KD
Cash en hand 6,617 4,999
Bank balances 975,063 881,043
Total cash and bank balances 981,680 H86,042
Bank overdrafis {233,404) (531,358)
748,276 354,687

Bank overdrafis are pavable o financial institutions in Kuwail and are denominated in Kowaiti Dinars, Bank
overdralts carry interest of3% (2010: 2,5%) per armum over the Central Bank o fKuwait discount rate,

7 ACCOUNTS RECEIVABLE AND OTHER ASSETS
200 2010
Im KD
Receivable from sale of financial assets available for sale 2,921,566 981,348
Amount doe from related parties (Mote 18) 74,250
Other receivables 20,181 25,599
3,942,047 1,085,197

Receivable from sale of financial assets available for sale carries interest of 2% (2010 5%) per apnum and is
receivable on demand.

Ag at 31 December 2011, receivables at nominal value of KD 896,839 (2010: KD 996,839) were impaired.
Movements in the allowance for impairment o freceivables were as follows:
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7 ACCOUNTS RECEIVABLE AND OTHER ASSETS (continued)
2017 2000
KD KD
Al January 586,830 386,830
Charge for the year - 300,000
AL 31 December 86,830 AB6,830
8 FINANCIAL ASSETS AT FAIR VALUE THROUGIH PROFIT OR LOSS
2011 2040
KD K
Held for trading:
Quoted local equity securities 334,250 1,337,017
Managed portfolies {quoted local equity securities) 2,310 2,045
330,560 1,340,660
o FINANCIAL ASSETS AVAILABLE FOR SALE
21 2000
ED KD
Cuoted bocal equity seeurities I 1,356,276 782,204
Unquoted local and foreign equity securities 24,083,774 16,000,344
Managed portfolios (Quoted and wnguoted) 3,515,023 12,446,99]
Managed foreign fonds 970,604 1,759,302

20,026,577 31,078,841

An impairment loss of KD 211,943 (2010: KD 309,070) has been recorded against quoted local equity securitios on
which there has been a significan! or prolonged decling in value.

Unquoted local and foreign equity securities amounting KD 13,652,582 (2010; KD 16,090,344) are carried at
cost less impairment because fair value could not be reliably measured. Management has reviewed its unguoted
securities for impairment and has recorded an impairment loss of KD 554,724 (2010: KD 1,889,082) in the
censolidated statement of income. Management is not aware of any circumsiances that would indicate any further
impairment in the value of these investments at the reporting date. Unguoted local and foreign equity securitios
inelude equity security amounling to KD 10,431,192 (2010: KD Nil) are carried at fair value based on recent
arm's length fransactions available at the reporting date.

Managed portfolios ameunting to KD 3,253,454 (2010 KD 12,145,808) are carried at fair value. The fair value of
these invesiments is determined by reports provided by the investment manager, a related party (Mot 18) and
based on these reports an amount of KD 150,060 (2010; KD 114,596) has been recorded as an impairment loss in
the consolidated statement of income, Managed portfolios inchude unquoted local equity securities amounting to
KD 262,469 (2010: KD 301,911} are carried at fair value using observable market data,

Managed foreign funds are cartied al net asset values reported by the investment manager, a related party (Note
18). An impairment loss of KD 350,953 {2010: ED 457,346) has been recorded in the consolidated statement of
income on these investments.
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10 INVESTMENT IN AN ASSOCIATE

The associate included in the consolidated financial statements is listed as follows:

Caumtry of
Name of the company incovporation Eguity intercst Carrping vulue
2011 2010 2011 2010
KD Kb
Middle Bast for Digital Communications
Company (Salah Yousel Abdullah Al Nafesi
& Partners) W.LL. Kawait 33% 33% 107,812 87,402

The following tabls illustrates summarized financial position of the associate as at 31 December.

2011 2000
KD KD

Share of associate’s assets and liabilities:
Curvent assets 212,192 213,602
Mon-current assets 36,984 34813
Current lighilities (111,187} (66,194)
Mon-current Habilities {ML,I17TT) (94,819}
Equity 107,812 B7.402
Share of associate's revenue and resnifs: ,
Revenue 121,618 63,595
(Loss) profit {53,840) 28,676

The share of associate’s results for the year ended 31 December 2011 has been accounted for based on
mAnagement accounts,

11 INVESTMENT PROPERTIES

2001 2010
KD KD
Al T January 14,911,879 11,737,592
Additions 301,385 2,599,157
Borrowing costs capitalised 266,961 372,075
Change in fair value {(085.225) (3,796,925)
At 31 Decemnber 10,495,000 10,911,879

The fair value of the investment properties of KD 10,495,000 (2010: K13 10,911,879) has been determined oy two
independent valuers who are specialized in valuing these type of properties. The change in fair value was
caleulated on the average of the two values. The fair value hes been determined using capitalization of earning from
lease of propecty methad,

Investment propesties include properties under development for fumire use as investment properiies which
comprises land and construction costs amwounting w KD 547,062 and K} 0,345 284 (2010: KD 547,062 and
KD 8,780,938) respectively.

Investment properties of KD 10,095,000 (2010: KD 9,328,000) are pledged as collateral against the term loan
{Mote 17).

Land located in Dubai of KID 400,000 (2010: KD 1,583,879) is held in the name of the project oWner as nomines on
behalfl of one of the Group's subsidiaries who has confirmed in writing that the subsidiary is the beneficial owner
for the land.
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12 SHARE CAPITAL

2001 2040
KD LD
Authorised, issued and folly paid up share cepital :
212,625,000 shares of 100 fils each paid in cash 21,262,500 21,262,500

The Annual General Meeting of the Parent Company's sharcholders held on 24 May 2011 approved the board of
directors® proposal to extinguish the accumulated losses atiribuiable to the Parent Company as at 31 December
2010 mnounting to K1 7,055,934 (2010: KID 5,120,989) against share premium,

13 STATUTORY RESERVE

As required by the Kuwait Law of Commercial Companies and the Parent Company’s articles of association, 10%
of the profit for the year before contribution w KFAS, NLST, Zakat and board of directors’ remuneration should be
transferred to stmtutory reserve. Mo transfer has besn to made to statutory reserve since losses have been incured
during the vear,

The Parent Company may resolve to discontinue such annual transfers when the reserve totals 50% of the issued
share capital,

Distribution of the statutory reserve is limited to the amount required 10 enable the payment of a dividend of 5% of
paid up share capital to be made in years when retained earnings are not sufficient for the payment of a dividend of
that amount,

14 GENERAL RESERVE
As required by the Parent Company's articles of association. 10% of the profit for the year before comtribution to
EFAS, NLST, Zakar and board of directers’ remuneration should be transfemed to general reserve, No transfer has

been made to general reserve since losses have been incurred during the year.

The Ordinary General Meeting may upon an approval by the board of directors of the Parent Company incresase
the percentape as it deems appropriate, or may resolve 1o discontinue such annual rransfers,

15 TREASTRY SIARES

2011 2010
Number of shares 6,445,850 5,288,850
Percentage of issued shares 3% 3%
I e
Marked value (KD 328,891 333,300
. e ]

Reserves of the Parent Company equivalent to the cost of purchase of the treasury shares have been earmarked
as non-distributable in the Parent Company.

16 ACCOUNTS PAYABLE AND OTHER LIABALITIES

2011 2000
KD KD
Payable to contrackors 100,487 258,804
Retention payable 586,220 586,220
Acerued expenses 347,050 554,602
Dividend payabls 153,507 156,653
Other liabilities 23,208 163,953
1,211,562 1,720,382
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17 TERM LOAN

KD KD
Current liabifities - -Bffective interest rafe Maturity 2010 209
4 % per anmun over Central Bank of Kuwait
Euwait Dinars discount rate August 2012 6,000,000 §,000,000

Tenn loan is secured by investment properties (Mote 113,

18 RELATED PARTY TRANSACTIONS

These represent transactions with related parties, i.e. major shareholders, directors and key management personnel
af the Group, and entities contralled, jointly controlled or significantly influenced by such parties. Priving policies
and terms of these (ransactions are approved by the Parent Company’s management.

Transactions with related parties included in the consolidated statement of income are as Tollows:

Qfers Fhaveholders 2057 2000
ED KD KD KD
Realised gain on sale of financial assets available for sale - 14,902 14,902 54,455
Impairment loss on financial assets available for sale - 475,942 {475,942y (442.992)
Share of results of an asseciate (53,8400 - {53,840 28,676
Other incoine (Mot 4) 300,924 - 309,926 28,676

Balances with related parties included in the consolidated statement of financial position are as follows:

Others  Shareholders 2011 2000
KD KD KD KD
Financial assets available for sale - 3083088 1,655,002 8243032
Investments in an associate 167,512 - 107,312 87,402
Amount due from related parties (Note 7) - - - 74,250
Accounts payable and other Habilities - - - 356,979
Key management comgpensation
2011 2000
KD KD
short-term employes benefits 68,400 G, 028
End of service benefits 4,660 4,327
73,060 70,355

19 SEGMENTAL INFORMATION

For management purposes, the Group is organized into business units based on their products and services, and
Tas two reportable operating sepments as follows:

- Real estate investing activities comprises investment and trading in real estate and construction or
development of real estate for the sale in the ordinary course of business and other related real estate
services,

- Equities and other investing activities comprise participation in financial and real estate funds and managing
the Group's liquidity requirements,
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1% SEGMENTAL INFORMATION (continued)

Pringary segment itformation
The Group operates into two major business segments which are invesiment and real estate. The principal

activities and services under these segments arve as follows:

Eguitics and  Real estare
offtar investing  Drvesting

Year eaded 31 December 2011 acivitfes activifies Unellocated Total
K KD KD KD
Segment revenue 2,726,350 . 10,871 273721
Sepment loss
Change in fair value of investment properties - (985,215) - (985,225)
Realised loss on sale of fnancial assets at fair value
through profit or loss (238,762) - - (238,762)
Unrealised logs on financial assets at fair value
through profit or loss (20,509 - - (20,505)
Timpairment foss on financial assets available for
sale (1,267,680) - - (1,267,680}
Share of results of an associate {53,540) - - (53,840}
Finance costy {85,089 - - (85,089}
Unallocated expenses - net - - (395,058) {395,058)
Segment results 1,060,470 (085,225) (384,187) (308,942}
Eguftiey and  Real estate
_ other investing  fvesting
Ag at 31 December 2011 aefivities activities Unallocated Fotul
KD KD D KD
Sepment assets 33,292,815 10,495,000 1,004,987 44,792,802
Segment linhilities - 0,686,707 787,259 7,443,966
Eguities and  Real estate
other ivesting  investing
Year ended 31 December 2010 activities dctivitios Unallocared Tatal
K KD KD XD
Segment revenue 268,135 - - 268,135
Segment results
Change in fair value of investment properties - (3,796,925} - {3,796,925)
Realised loss on sale of financial assets at fair value
through profit or loss {9,241) - - (89,2413
Unreatised loss on financial assets at fair value
through profil or loss (178,107 - - {174,107}
Impairment loss on financial assels available for
sale (2,770,004) - - (2,770,004}
Unallocated expenses - net - - (568,702) (568,702)
Segment loss (2,690,307 [(3,796,925) (568,702)  (7,055,934)
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1% SEGMENTAL INFORMATION (continued)

Equities and  Real estate
other investing  Investing

Az at 31 December 2010 aciivities activities Unallocared Towml
KD KD KD KD

Segment assels 34,469,500 10,911,879 13,393 45,394,871

Segment lialilities - T.376,430 875,208 8,251,737

Secondary segment information

The Group operates in different geographical areas. A peographical analysis based on location of revenus,
resulls, assets and labilities is as follows:

Resialts

21T 2010

KD KD
Geographical areas:
Kuwait (1,270,119) (6A4T7,677)
GCC (738,420) (556,740)
United States of America {260,326} {20,643)
Europe 1,059,023 {874)

{308,942) (7,055,934)

Asseis Liabilitiey

2081 2040 2811 2010

KD KD K K
Geographical areas:
it 31,524,846 20 255,665 7,443,906 8,251,737
GCC 1,166,910 2,070,533 - .
United States of America 628,925 3,504,057 - -
EBurape 11472121 10,504,615 - -

44,792,802 45,394 871 7,443,966 8.251,7%7

20 CAPITAL COMMITMENTS

At 31 December 2011, the Group has commitments amounting to KD 82,436 (2010: KD 1,214,107} towards
construction activities of the investment properties under development,

2 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Risk is inherent in the Group's activities but it is managed through a process of engoing idemtification,
measurement and monitoring, subject to risk limits and other controls, This process of risk management is
eritical to the Ciroup’s continuing profitability and each individual within the Group is acoountable for the risk
exposures relating to his or her responsibilities, The Group is exposed fo credit risk, Houidity risk and market
risk. Market risk is subdivided into’interest rate risk, currency risk and equity price risk. 1t iz also subjest to
operating risks. The independent risk control process does not include business risks such as changes in the
environment technology and industry. They are monitored through the Group's strategic planning process. The
Board of Directors are ultimately responsible for the averall risk managemen! approach and for approving the
risk strategies and principles,
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n FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continued)

111 Credit risk

Credit risk is the rigk that one party to & Gnancial instroment will fail to discharge an obligation and canse the
other party 1o incur a financial loss. Management of the Group attempts to control credit risk by monitoring
credit exposures, limiting transactions with specific counterparties, and continoally assessing the
creditworthiness of counterparties. The maxinmm credit risk is limited 1o amounts appeating on the consclidated
statement of financial position.

Tha Group's assels can be analysed as follows:

2011 2000
KD KD
Banks balances 981,680 B86,042
Accounts receivable and ofher assets 2,942,047 1,085,197
Total credit risk exposure 3,923,727 1,966,240

Accounts receivable of 99% (2010: 80%) represent receivable from one counter party.

21.2 Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet it net funding requirements. Liquidity risk can
be caused by market disruptions or credit downgrades which may cause certain sources of funding to dey up
immediately. To guard against this risk, management has diversified funding sources and assels ars managed
with liquidity in mind, maintaining a healthy balance of cash and cash equivalents, and readily marketable
securities,

The table below summarises the maturity profile of the Group's liabilities based on contraciual undiscomted
repayment obligations,

The liguidity profile of financial liabilities reflects the projected cash flows which incledes future interest
payments over the life of these financial liabilities. The liquidity profile of undiscounted financial lisbilities at 31
December was as follows:

31 December 2011 Within Jtp 12 Over
3 months months I year Total
o KD Kix KD
Bank overdrafts 245,658 . - 245,058
Accounts payable and other liabilities 276,175 840,214 04,173 1,210,562
Terin loan - 6,375,000 - 4,375,000
Total liabilifics 821,833 7215214 94,173 7,831,220
Capital commitments . 82,436 " 81,436
31 December 2010 Within it l2 Chogr
3 months mgnihs I year Tenal
KD KD KD KD
Bank overdrafis 363,236 - - 563,236
Accounts pavable and other liabilities H39,608 1,001,737 79,037 1,720,382
Term loan . 6,365,000 - 6,365,000
Tatal ligbilities 1,202,844 7,366,737 79,037 3,648,618
Capital commitmenis - 1,214,107 - 1,214,107
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21 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
1.3 Market risk

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the individusl investment or its issuer or factors affecting all
investmenis traded in the market,

Market risk is managed on the basis of pre-deiermined ssset allocations across various asset categories,
diversification of assets in terms of geographical distribution and industry concentration, a continuous appraisal
of market conditions and trends and management's estimate of long and short term changes in fair value.

2L.3.1 Interest rate risk

Interest rate risk is the risk that the fair value or Fature cash flows of financial instrument will fluctuate becanse
of changes in market interest rates. The Group is exposed to inerest rate risk on its borrowing facilities (bank
averdrafis and term loan).

The following table demonstrates the sensitivity of the consolidated statement of income to reasonably possible
chemges in interest rates, with all other varizbles held constant:

Effect on loss
Increase Jfor the year
in basis points KD
1 +-1% 62,334
2010 1% -
21.3.2 Currency risk

Currency risk is the risl that the fair value or future cash fows of a financial instrament will fluctuste becayse of
changes in foreign exchange rates. The Group menages its foreigh currency tisk by continuous assessment of the
Group's open positions and current and expected exchange rate movements,

The Group is exposed to currency risk on purchases and sales of securities that are denominated in & currency
other than the Kuwaiti Dinars mainly in US dollars. The Group ensures that the net exposure is kepl to an
acceptable level, by dealing in currencies that do not fluctuate significantly against the Kuwaiti Dinars.

The table below indicates the effect of 4 reasonably possible movement of the currency rate against the Kuwait]
Drnars, with all other variables held constant on the loss and the f2ir value ressrve.

Tncreaseddecrease in - Effecton loss for  Effect on fair value

Soveign currency rafe the yoar rESere
KD KD
2011
US Dollar +-58% 5,716 44,593
Euro +H-5% 14,255 52,046
Sterling Pound +{-5% - 51,250
Increase/decrease in  Effect on loss for the  Effect on fair value
Jureign currency rate year reserve
K Koy
2010
LIS Doliar 5% 927 27,758
Euro #-5%, 6,417 68,420
Sterling Pound +/-5% - £3,030
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11 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continued}
113 Market risk (continued)

21.3.3 Equity price risk
Equity price risk arises from the change in fair values of equity investments. The Group manages this risk through
diversification of investments in terms of indusiry concenteation.

The following wble demonstrates the sensitivity of the quoted investment value to reasonably possible changes in
equity prices, with all other variables beld constant, The effect of increases in equity prices is expected 10 be equal
and opposite fo the effect of the increases shown.

The effect on equity (as a result of a change in the fair value of financial assels available for sale at 31
December) and Group's resulls (as a result of o change in the fair value of financial assets at {air value through
profit or logs at 31 December) due o 2 reasonably possible change in market indices, with all other variables
held constant are as follows:

2011 2000
Change in Effect on Efffect on Change in Ejffect on Effect on
Market equity price eguity loss equity price Equity fozs
indices % KD KD %% KD KD
Kuwait -5 76,30 24,902 ] B50,504 (8,358
Others -5 T.254 - +-5 703,438 -

2L.3.3 Equity price visk

In respect of unguoted financial assets available for sale that sre carred at cost (Note 9) , the impact of changes
in equity prices cannot be reliably determined due to unavailability of reliable fair value of thess investments.

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, frand or external evenis, When
controls fail to perform, operational risks can cause damage o reputation, have legal or regulatory implications,
or lead 1o financial loss. The Group cannot expect to eliminate all operational risks, bul through a control
framewark and by monitoring and responding 1o potential risks, the Group is able to manage the risks. Centrols
include effective segregation of duties, access, authorisation and reconciliation procedures, staff education and
assessment processes, including the use of infernal andi,

Capital management
The primary chjective of the Group's capital management is 1 ensure that it maintains healthy capital ratios in
order to suppert its business and maximise shareholders® value.

The Group manages its capital stracture and makes adjusiments to if in Hght of changes in business conditions.
Mo changes were made in the objectives, policies or processes during the years ended 31 December 2011 and 31
December 2010, Capital comprises total equity of the Group excluding cumulative change in fair values reserve,
and is measured at KD 26,183,403 as at 31 December 2011 (2010; KD 26,501,025,
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12 MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below summarises the maturity profile of the Group’s assets and liabilities. The maturities of assets and
liabilities have been determined according to when they are expected to be recovered or settled from the reporting
date. The maturity profile for financial assets a fair value through statement of income, financial assets available
for sale, and property under development is based on management's estimate of liquidation of those financial assets,
The matarity profile of assets and labilities at 31 December are a5 follows:

31 December 2011 Uptod 3-iz Over

honih months 1 yaar Total
ASSETS KD Ky KD KD
Cash and cash equivalents 981,680 - - 081,680
Accounis receivable and other assets 20,181 2,921 866 - 2,042,047
Financial assets al fair valoe through profit or loss - 336,560 - 336,560

Financial assets available for sale - 29,926,577 19,926,577

Investment in an associate - - 107,812 197,812
Investments properties - - 10,495,000 10,495,000
Furniture and equipment - - 3,126 3,126
Total assets 1,001,861 3,258,426 40,532,515 44,702,802
LIABILYTIES
Bank overdrafls 233,404 - - 233,404
Accounts payable and other lahilities : - 1,116,389 94,173 1,210,562
Term loan - 6,000,000 - 6,000,000
Total liabilities 233,404 7,116,389 94,173 7,443,966
31 Dreceanber 2010 Uprod 312 Over

mantl niomhs i vear Total
MASSETS KD KIx KD En
Cash and cash equivalents 886,042 - - 886,042
Accounts receivable and olher assets 103 850 981,347 - 1,085,147
Financial assets at fair value through profit ar loss - 1,340,660 - 1,340,860
Financial assets available for sale - - 31,078,841 31,078,841
Invesiment in an associats - - 27,402 87,402
Investments proparties - - HO9T1,879 10,911,879
Furnitwre and eguipment - - 4,850 4,850
Tolal assets O80 802 2322007 42082972 45394871
LIABILITIES
Bank overdrafis - 531,355 - 531,355
Accounts payable and other linbilitics - 1,641,345 TO03T 1,720,382
Tenmn loan - 6,000,000 - 5,000,000
Total labilites - 8,172,700 To037 8,251,737
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13 FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of cash and cash equivalent, investments and receivables. Financial Habilities consist of
bank overdrafls, term loans and payables. The fair value of the financial assets and labilities are included at the
amowid al which the instrument could be exchanged in & current iransaction between willing parties, other than in a

foreed or liquidation sale,

The fair values of these financial instruments, with the exception of certain financial assels available for sale carried
at cost (Note 9}, are not meterially diffevent from their carrying values at the reporting date,

Az at 31 December, the Group held the following instruments messured at fair value;

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by

valuation technique:

Level 1:  quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2t other techniques for which all inputs which have a significant effect on the recorded fair value are

observable, either directly or indirectly

Level 3;  techniques which use mputs which have a significant effect on the recorded fair value that are not based

on ebservable market data,

Fair value of financial assets ai fair valve through profit or loss and financial assets available for sale are based

on the following:

Level: | Level: 2 Level: 3 Total fair value
At 3T Decembear 20171 D KD KD KD
Financial assets at fair value through profit or
loss 336,560 - - 336,560
Financial assets available for sale 1,356,276 11,693,661 4,224,058 16,273,995
1,692,836 10,693,661 4,224,058 16,610,555
Levef: | Level: 2 Level: 3 Total fair velue
At 31 Decentber 2000 KD KD KD KD
Financial assets at fair value through profit or
loss 1,340,660 - - 1,340,660
Financial assets available for sale TE2 20 301,911 13,904 382 14,988 407
2,122,804 301,911 13,904,382 16,329,157

During the year there were no transfers between level 1 and level 2 fair value measurements and no transfers into

and out of level 3 fair value measurements,
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