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Independent auditors' report

To the shareholders of
Al Mal Investment Company — IKSC (Closed)
Karwalr

Report on the Consolidated Financial Statements

We have audited the accompanying consclidated financial statements of Al Mal Investment Company —
Kuwaiti Sharehelding Company (Closed) and its subsidiaries, which comprise the consolidated statement of
financial posidon as at 31 December 2011, and the censolidated statement of mcome, statement of
comprehensive income, statement of changes in equity and statement of cash flows for the year then ended,
and a summaty of significant accounting policies and other explanatory information.

Management’s Responsibilsty for the Consolidated Finansial Statements

Management is responsible for the preparation and fair presentanion of these consolidated financial
statemnents in accordance with International Financial Reporting Standards adopted for use by the state of
Kuwait and, for such internal control as management determines Is necessary to enable the preparation of
consclidated financial statements that are free from matetial misstatement, whether due to fraud or error.

Auditors’ Responsibifity

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 requirernents and plan and petform the audit to obtain reasonable assurance about
whether the consolidated financizl statemenis 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 ot error. In making those risk assessments, the auditors consider internal control relevant to the entty’s
preparation and fair presentation of the consclidated 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 evaluatng 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 andit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
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In our opinion, the consolidated financial statements present faigly, in all material respects, the {inancial
posidon of Al Mal Investment Company and 1ts subsidiaries as at 31 December 2011, and their financiai
performance and cash flows for the year then ended in accordance with International Financial Reporting
Standards as adopted for use by the state of Kuwalt.

Report en Other Legal and Regulatory Matters

In our opirion, proper books of account have been kept by the Company and the consolidated financial
staternents, together with the contents of the report of the Company’s board of directors relatng to these
consolidated financial statements, are in accordance therewith. We further report that we obtained zll the
information and explanations that we required for the purpose of our audit and that the consolidated
financial statements incorporate all informaton that is required by the Commercial Companies Law of 1960
and by the Company’s articles of association, as amended, that an inventory was duly carried our and that, to
the best of our knowledge and belief, no violations of the Commercial Companies Law nor of the Company’s
articles of assocaton, as amended, have occurred during the year that might have had a material effect on
the business or financial position of the Company.

We further report that, during the course of our audit, we have not become aware of any matetial violations
during the year, of the provisions of Law No.32 of 1968, as amended, concerning currency, the Central Bank
of Kuwait and the organisation of banking business, and its related regulations.

Abdullzaf M. Al-Aiban (CPA) Fawzia Mubarzk Al-Hassawi

{Licence No. 94-A) {Licence No. 80-A)
of Grant Thornron — Al-Qatami, Al-Aiban & Partners of UHY-Fawszia Mubarak Ai-Hassawl
Kuwair

4 April 2012



Al Mal Investment Company - K8C (Closed) and Subsidiaries 3
Kuwait
Consoilidated statement of income
Year ended Year ended
31 Dec. 31 Dec.
Nate 2011 2010
KD KD
Income
Realised loss from sale of investments at fair value through profit or
loss (299,244) (318)
Unrealised loss from investments at fair value through profit or loss {16,163) (855,500)
Realised ioss on disposal of available for sale investmants (42,560} (96,848)
Cividend income 669,878 942 241
Profit on disposal of subsidiary 8 2,061,317 -
Net income from cormmunication services g 206,973 112,563
Management fees and other income 10 941,341 1,975,747
Share of results of associates 19 (367,491} 3,815,577
Profit on disposal of associates 19 - 20,555,066
(Loss)/profit on sale of investment properties 20 (37,264) 106,913
Change in fair value of investment properties 20 (13,255,108} 5,468,909
Sukuk & interest income 684,142 887,541
(9,454,179) 32,891,893
Expenses and other charges
Finance costs 12 4,881,048 6,589,073
Staff costs 1,453,143 2,074,398
General, administrative and other expenses 1,143,874 1,523,338
Impairment of available for sale investmenis i17.2 1,172,113 3,986,543
Impairment of infangible assets 28 8,902 3,877,300
Impairment of receivables and other assets 16 15,784,650 2,997,172
Foreign exchange loss 138,606 782,789
24,592,336 21,840,611
(Loss)/profit for the year before provision for NLST and Zakat (34,046,515} 11,051,282
Provision for National Labour Support Tax (NLST) - (283,771}
Provision for Zakat - (105,861)
(Loss)/profit for the year (34,046,515) 10,681,850
Atfributable to :
Owners of the parent company (31,015,440) 12,016,616
Non-controlling interests (3,031,075) (1,334,966)
(34,048,515} 10,681,650
Basic and diluted (loss}earnings per share attributabie to the
owners of the parent company 13 (58.71) Fils 22.75 Fils

The nozes set 0ut on pages 9 to 42 form an integral part of these consolidated finanvial statements.



Al Mal Investment Company - KSC (Closed) and Subsidiaries 4
Kuwait
Consolidated statement of comprehensive income
Year ended Year ended
31 Dec. 31 Dec.
2011 2010
KD KD

(Loss)/prefit for the year {34,046,515) 40,681,650
Other comprehensive income:
Exchange differences arising on translation of forgign operations (827,868) {808,857)
Available for sale investments:
- Net changes in fair value arising during the year {1,180,203) (3,618,538)
- Transferred to consalidated statement of income on disposal (101,315) {562,909}
- Transferred to consolidated statement of income on impairment 1,172,113 3,996,543
Share of other comprehensive income of associates 280,775 286,835
Total other comprehensive income for the year (656,498) (196,826)
Total comprehensive income for the vear (34,703,013) 10,484,724
Total comprehensive income atiributable to;

Owners of the parent company {31,484,252) 11,974,527

Non-contraolling interests (3,218,761) (1,489,803)

{34,703,013) 10,484,724

The notes set out on pages 9 to 42 form an integral part of these consolidated financial siatements.
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Consolidated statement of financial position
31 Des. 31 Dec.
Note 2011 2010
KD KD
Assets
Cash and cash equivalents 14 8,233,732 18,078,885
Investments at fair value through profit or loss 15 1,785,273 15,145,525
Accounts receivable and other assets 16 25,938,551 35,476,892
Available for sale invesiments 17 21,183,160 28,555,838
Investment in sukuk 18 6,172,525 6,177,737
Investrment in associates 19 6,451,493 5,942,401
Investment properties 20 72,345,033 89,096,476
Property and equipment 959,021 1,075,406
Goodwill 90,332 90,332
Total assets 143,159,120 199,639,400
Liabilities and equity
Liabilities
Accounts payabie and other liabiiities 21 21,515,619 22,592 653
Borrowings 22 47,780,676 48,429,381
Bonds payable 23 13,320,000 33,320,000
Emnployees’ end of service indemnity 453,455 454,818
Total liabilities 83,079,750 104,736,350
Equity
Share capital 24 52,828,125 52,828,125
Share premium 25 18,375,000 18,375,000
Statutory reserve 25 4,802,301 4,802,301
Voluntary reserve 25 4,802,301 4,802,301
Foreign currency transiation reserve 25 22,904 390,259
Cumulative changes in fair value 25 480,877 582,334
Accumulated losses {35,081,756) (4,066,318)
Equity attributable to owners of the parent company 46,229,752 77,714,004
Non-controlling interests 25 13,849,618 17,128,546
Total eguity 60,078,370 94,842,550
Total liahilities and equity 143,159,120 199,639,400

Loay Jassim Al-Kharafi
Chairman and Managing Director

The notes sef out o pages 9 1o 44 _forn: an integral part of these consolidated financial statements,
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Al Mal Investment Company - K8C (Closed) and Subsidiarias
Kuwait
Consolidated statement of cash flows

Year ended Year ended

31 Dec. 31 Dec,
Note 2011 2010
KD K&
OPERATING ACTIVITIES
{Laoss)/profit for the year {34,045,515) 11,051,282
Adjustments for:
impairment of available for sale investiments 1,172,113 3,996,543
Impairment of intangible assets 8,802 3,877,300
Impairment of receivables and other assets 15,794,650 §58,625
(Loss)/profit on sale of investment properties 37,264 (106,913)
Change in fair value of investment properties 13,255,108 {5,468,909)
Profit on disposal of subsidiary (2,061,317) -
Realised loss on sale of available for sale investments 42,560 96,846
Profit on dispeosal of associates - {20,555,068)
Dividend income {669,878) (942,241)
Share of results of associates 387,491 (3,815,577)
Depreciation 154,205 194 796
Provision for employees end of service benefits 104,478 106,025
Sukuk and interest income (684,142) (867,541)
Finance costs 4,881,049 6,589,073
Foreign exchange gain on non operating assets and lizbilities - {297,995)
(1,644,032} (5,483,852)

Changes in operating assets and lizbilities:
Investmenis at fair value through profit or loss 13,360,252 (12,462,677}
Accounts receivable and other assets {5,889,427) (983,208)
Accounts payable and other liabilities {411,662) 4,021,476
Cash used in operations 5,415,131 (14,908,259)
Employee end of service benefils paid (106,392) (81,800)
Net cash from/{used in) operating activities 5,308,739 (14,990,059)
INVESTING ACTIVITIES
Additions to available for sale investment {699,313) -
Proceeds from sale/redemption of available for sale investments 1,922,435 1,557,082
Net change in sukuk 5,212 628,697
Additions to property and equipment (37,820) {63,605}
Proceeds from sale of property and eguipment - -
Proceeds from sale of subsidiary 4,741,358 -
Additions to investment properties {9,409) (1,968,597)
Proceeds from sale of investment properties 2,389,970 106,913
Addition to intangible asset (8,802) {314,626)
Additions to investment in associates - (397,557)
Proceeds from sale of shares in associate - 38,908,487
Dividend received and return of capital from associates 221,310 564,888
Dividend income received 869,878 942,241
Sukuk and Interest income received 34,448 867,541
Increased in blocked deposits - (1,900,000)
Net cash from investing activities 9,228,165 38,931,454
FINANCING ACTIVITIES
Proceeds from berrowings 5,273,195 7,238,705
Repayment of borrowings and bonds (25,921,900} (18,967,060}
Finance costs paid (4,734,452} (6,834,712)
Met cash used in financing activities {26,383,167) (18,563,087)
Net (decrease)/increase in cash and cash equivalents (10,845,263) 5,378,308
Cash and cash equivalents at beginning of the year 17,178,995 11,800,687
Cash and cash equivalents at end of the year 14 6,333,732 17,178,995

The notes set ont on pages 9 to 42 form an integral part of these consolidated financial statements.



Al Mal Investment Company - KSC (Closed) and Subsidiaries 9
Kuwait

Notes to the consolidated financial statements
31 December 2011

1 Incorporatien and activities

Al Mal Investment Company — KSC (Closed), (“the parent company”), is a Kuwaiti closed shareholding
company established on 2 January 1980 under the Commercial Companies Law No. 15 of 1960 and
amendments thereto. The parent company is regulated by the Central Bank of Kuwait and the Capital
Market Authornity as an investment company and 1is shares are listed on the Kuwait Stock Exchange. The
parent company and its subsidiaries (listed in note 7) are together referred as “the group”.

The principal objectives of the parent company are as follows:

- Investment in various economic sectors through participating in establishing specialised companies or
putchasing securities or shares in those companies;

- Act as investument trustees and manage different investrent portfolios for others; and
- Act as intermediary in borrowing operations in return for commission,

Further, the Parent Company has the right to participate and subscribe, in any way with other firms which
operate in the same field or those which would assist in achieving its objectives in Kuwait and 2broad and to
purchase those firms or participate in their equity.

The address of the parent company’s registered office 15 Arabian Gulf Street, Ahmed Tower, Floor 23, PO
Box 26308, Safat 13124, State of Kuwait.

The board of directors authorised these consolidated financial statements for issue on 4 April 2012, The
general assembly of the Parent Company’s shareholders has the power 10 amend these consolidated financial
statements afier issuance,

2 Basis of preparation

The consclidated financial statements are prepared under the historical cost convention modified to include
the measurement of investments at fair value through profit or loss, available for sale financial assets and
invesiment properties,

The consolidated financial statements are presented in Kuwaiti Dinars (JKID).

The group has elected to present the “statement of comprehensive income” 1n two statements: the
“staternent of income” and a “statement of comprehensive income”.



L] Mal lnvestment Company - K8C (Closad) and Subsidizries 1€
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Kuwait

3 Statement of compliance

The consolidated financial statements of the group have been prepated in accordance with Intemational
Financial Reporting Standards (IFRS) as 1ssued by the International Accounting Standards Board (IASB) and
applicable requirements of Ministerial Order No. 18 of 1990, as modified by the State of Kuwair for financial
services institutions regulated by Central Bank of IKuwait.

These regulations require adoption of all IFRS except for the IAS 39 requirement for collective impairment
provision, which has been replaced by the Central Bank of Kuwait requirement for a minimum general
provision as described under the accounting policy for impairment of financial assets.

4 Changes in accounting policies
The accounting policies adopted in the preparaion of the consclidated financial statements are consistent
with those used in previous year.

4.1 New and amended standards adopted by the group

There are no IFRSs or IFRIC interpretations that are effective for the first tme for the financial year
beginning on or after 1 January 2011 that had or is expected to have a material impact on the group.

4.2 IASB Standards issued but not yet effective

At the date of authorisation of these conschidated financial statements, certain new standards, amendments
and interpretations to existing standards have been published by the [ASB but are not yet effective, and have
not been adopted early by the Group.

Management anticipates that ail of the relevant pronouncements will be adopted in the Group’s accounting
policies for the first period beginning after the effective date of the pronouncement. Information on new
standards, amendments and interpretations that ate expected to be relevant to the Group’s financial
statements is provided below. Certain other new standards and interpretations have been issued but are not
expected to have a material impact on the Group’s financial statements,

Standard Effactive for annual periods beginning
IAS 1 Presentation of Financial Statements — amendment 1 July 2012
TAS 27 Consolidated and Separate inancial Statements 1 January 2013
- Revised as TAS 27 Separate Financial Statements

IAS 28 Investments in Assoclates 1 January 2013
- Revised as JAS 28 Investments In Associates and Joint Ventures

IFRS 7 Financial Instruments: Disclosures — amendment 1 July 2011
[FRS 9 Financial Instruments 1 January 2015
IFRS 10 Censolidated Financial Statements 1 January 2013
IFRS 11 Joint Arrangements 1 January 2013
IFRS 12 Disclosute of Interests in Other Entities 1 January 2013
IFRS 13 Fair Value Measurement 1 January 2013

4.2.1 IAS8 I Presentation of Financial Statements

The amendment to TAS 1 requires entities to group other comprehensive incorne items presented in the
consolidated statement of comprehensive income based on those:

a)  Potentially reclassifiable to consolidated statement of lncome in a subsequent period, and
b)  That will not be reclassified to consolidated statement of income subsequently.

The Group will change the current presentation of the consolidated statement of comprehensive income
when the amendment becomes effective however, it will not affect the measurement or recognition of such

items.



Al Mal Investment Company — KSC {Closed) and Subsidiaries 14
Kuwait

& Changes in accounting policies {continued)

422 IAS 27 Consolidated and Separate Financial statements — Revised as IAS 27 Separate
Financial Statements
As a consequence of the new [FRS 10 and IFRS 12, IAS 27 now deals only with sepatate financial statements.

4.2.3 IAS 28 Investments in Associates — Revised as TAS 28 Investments in Associates and Joint
Ventures

As a consequence of the new IFRS 11 and TFRS 12, TAS 28 brings investments in joint ventures into its
scope. However, the equity accounting methodology under IAS 28 remains unchanged.

4.2.4 IFRES 7 Financial Insiruments: Disclosures

The amendments to IFRS 7 Financial Instruments: Disclosures resulted as a part of comprehensive review of
off financial position activities, The amendments will allow users of financial smtements to Improve thelr
understanding of transfer transactions of financial assets (for example, securitisations), including
understanding the possible effects of any risks that may remain with the entity that transferred the assets. The
amendments also require additional disclosures if a disproportionate amount of transfer transactions are
undertaken around the end of a reporting period. The adeption of this amendment is not expected to have
any significant impact on the financial position or performance of the Group.

4.2.5 IFRS 9 Financial Instruments

The IASB aims to teplace TAS 39 Financial Instruments: Recognition and Measurement in its entirety. The
replacement standard (IFRS 9) is being issued in phases. To date, the chapters dealing with recognition,
classification, measurement and derecognition of financial assets and liabilites have been issued. These
chapters are effective for annual periods beginning 1 January 2015, Further chapters dealing with impairment
methodology and hedge accounting are still being developed.

Although eatlier application of this standard is permitted, the Technical Committee of the Ministry of
Cotnmetce and Industry of Kuwait decided on 30 December 2009, to postpone this eatly application il
further notice,

Managerment has yet to assess the Impact that this amendment is likely to have on the financial statements of
the Group. However, they do not expect to iraplement the amendments until all chapters of IFRS 9 have
been published and they can comprehensively assess the impact of all changes.

4.2.6 Consolidation Standards

A package of consolidation standards are effective for annual periods beginning on or after 1 January 2013.
Information on these new standards is presented below. The Group’s management has yet to assess the
impact of these new and revised standards on the Group’s consoldated financial staternents.

4.2.6.1 TFERS 10 Consolidated Financial Starements

IFRS 10 supersedes [AS 27 Consolidated and Separate Financial Statements and SIC 12 Consolidation —
Special Purpose Entities. It revised the definition of control together with accompanying guidance to identify
an interest in a subsidiary. However, the requirements and procedures of consolidation and the accounting
for any non-controlling interests and changes in control remain the same.

4.2.6.2 IFRS 11 Joint Arrangements

IFRS 11 supersedes TAS 31 Interests in Joint Ventures IAS 31). It aligns more closely the accounting by the
investors with their rights and obligations relating to the joint arrangement. In addition, IAS 31’s option of
using propottionate consolidaiion for joint ventures has been eliminated. IFRS 11 now requires the use of

the equity accounting method, which is cumrently used for investments in associates.
quets 2 7
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4 Changes in accounting policies (continued)

4.2.6.3 IFRS 12 Disclosure of Interests in Orher Entities

IFRS 12 integrates and makes consistent the disclosure requirements for various types of investments
inchiding subsidiaries, joint arrangements, associates and unconsolidated structured entides. Jt introduces
new disclosure requirerents about the risks to which an entity is exposed from its involvement with
structured entities.

4.2.7 IFRS 13 Fair Value Measurement

IFRS 13 does not affect which items to be fair valued, but clarifies the definition of fair value and provides
related guidance and enhanced disclosures about fair value measurements. The Group’s management have yet
to assess the impact of this new standard.

5 Summary of significant accounting policies
The significant accounting policies and measurements bases adopted mn the preparation of the consolidated
binancial statermnents are summarised below:

5.1. Basis of consolidation

The Group financial statements consolidate those of the parent company and all of its subsidiaries.
Subsidiares are all entities over which the Group has the power to control the financial and operating
policies. The Group obtains and exercises control through more than half of the voting rights. All subsidiaries
have a reporting date of 31 December. The details of the significant subsiciaries are set out in Note 7 to the
consolidated financial statements.

All transactions and balances between Group companies are eliminated on consolidation, including unrealised
gains and losses on transactions between Group companies. Where unrealised losses on mira-group asset
sales are reversed on consolidation, the undetlying asset is also tested for impairment from a group
perspective. Amounts reported in the financial statements of subsidiaries have been adjusted where necessary
to ensure consistency with the accounting policies adopted by the Group.

Profit or loss and other comprehensive income of subsidiaries acquired or disposed of during the year are
recognised from the effective date of acquisition, or up to the effective date of disposal, as applicable.

Non-controlling interests, presented as part of equity, tepresent the portion of a subsidiary’s profit or loss and
net assets that is not held by the Group. The Group attnbutes total comprehensive income or loss of
subsidiaries between the owners of the parent and the non-controlling interests based on their respective
ownership interests. Losses within a subsidiary are attributed to the non-controlling interests even if that
results In a deficit balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction. 1f the group loses control aver a subsidiary, 1t:

¢ Derecognizes the assets (inclading goodwill) and labilities of the subsidiary

e Derecognizes the catrying amaount of any non-conirolling interests

¢ Derecoganizes the cumulative translation differences, recorded 1n equity

@  Recognizes the fair value of the consideration received

¢ Recognizes the fair value of any investment retained

e Recognizes any surplus ot deficit in profit or loss

e Reclassifies the parent’s share of components previously recognized in other comprehensive income

to profit or loss or retained earnings, as appropriate.
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5 Summary of significant accounting policies (continued)

5.2. Business combinations

The Group applies the acquisition method in accounting for business combinations. The consideration
transferred by the Group to obrtain control of a subsidiary is calculated as the sum of the acquisition-date fair
values of assets transferred, liabilities incurred and the equity interests issued by the Group, which includes
the fair value of any asset or liability atising from a contingent consideration atrangement. Acquisition costs
are expensed as incurred. For each business combination, the acquirer measures the non-controlling interests
in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously
held equity interest in the acquiree is remeasured to fair value at the acquisition date through profit or loss,

The Group recognises identifiable assets acquired and liabilities assumed in a business combination regardless
of whether they have been previously recognised in the acquirec’s fimancial statements prior to the
acquisition. Assets acquired and lizbilities assumed are generally measured at their acquisidon-date fair values,

When the Group acquires a business, it assesses the financial assets and liabilities assumed for approptiate
classification and designaton in accordance with the conitactual terms, economic citcwmnsiances and
pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host
contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration which is deemed to be
asset or lability will be recognised in accordance with IAS 39 either in profit ot loss or as change to other
comprehensives income. [f the contingent consideration is classified as equity, it should not be remeasured
until it js finally settled within other comprehensive income.

Goodwill is stated after separate recogniton of identifiable intangible assets. It is calculated as the excess of
the sum of a) fair value of consideration transferred, by the recognised amount of any non controlling interest
in the acquiree and c) acquisition-date fair value of any existing equity interest in the acquiree, over the
acquisiion-date fair values of identifiable net assets. If the fair values of identifiable net assets exceed the sum
calculated shove, the excess amount (le gain on a bargain purchase) is recognised in profit or loss
immediately.

5.3. Goodwill

Goodwill tepresents the future economic benefits arising from a business combination that are not
individually identdfied and separately recognised. See note 5.2 for information on how goodwill is initially
determined. Goodwill is carred at cost less accumulated impairment losses. Refer to note 512 for a
description of impairment testing procedures.

5.4. Tnvestment in associates

Associates are those entides over which the Group is able to exert significant influence but which are neither
subsidiaries nor joint ventures. Investments in associates are initially recognised at cost and subsequently
accounted for using the equity method. Any goodwill or fair value adjustment attriburable to the Group’s
share in the associate is not recognised separately and is included in the amount recognised as investment in
associates.

Under the equity method, the cartying amount of the investment in associates is increased or decreased to
recognise the Group’s share of the profit ot loss and other comprehensive income of the associate, adjusted
where niecessary to ensure consistency with the accounting policies of the Group.

Unrealised gains and losses on transactions between the Group and its associates and joint ventures are
eliminated to the extent of the Group’s interest in those entities. Where unrealised losses are eliminated, the

underlying asset is also tesied for impairment.
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5.4 Investment in associates (continued)

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

The difference in reporting dates of the associates and the Group is not more than three months.
Adjusunents are made for the effects of significant transactions or events that occur between that date and
the date of the Group’s consolidated financial starements. The associate’s accounting policies conform to
those used by the Group for like transactions and events in similar cireumstances.

After application of the equity method, the Group determines whether it is necessary to trecognise an
additional impairment ioss on the group’s investment in its associate. The Group determines at each
reporting date whether there is any objective evidence that the investment in the associate is impaired. If this
is the case the group calculates the amount of impairment as the difference between the recoverable amount
of the associate and its carrying value and recognises the amount In the ‘share of results of an associate’ in the
consolidated statement of income.

Upon loss of significant influence over the associate, the Group measures and recognises any retaining
investment at its fair value. Any differences between the carrying amount of the associate upon loss of
significant influence and the fair value of the remaining investment and proceeds from disposal are
recognised in the consolidated statement of income.

5.5. Segment reporting

The Group has three operating segments: Investment, real estate and finance segments. In identifying these
operating segments, management generally follows the Group’s service lines representing its main producis
and services. Each of these operating segiments is managed separately as each requires different approaches
and other resources.

For management purposes, the Group uses the same measurement policies as those used in its financial
statements. [n addition, assets or Habiliies which are not directly atributable o the business activities of any
operar_ing segiment are not allocated to a segment.

5.6. Revenue
Revenue arises from rendering of services, investing activities and real estate activities. [t is measured by
reference to the fair value of consideration received or receivable,

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
tevenue can be reliably measured, regatdless of when payment is made. The following specific recognition
criteria should also be met before revenue is recognised;

5.6.1. Rendering of services
The Group earns rental income from operating leases of its investment properties. Rental income is
recognised on a straight-line basis over the term of the lease.

The Group earns fees and commission income from diverse range of asset management, investment banking,
custody and brokerage services provided to its customers. Fee income can be divided into the following two
categories; :

e Fee fncome sarned from sevvices that are provided over a cerlain period of time
Fees earned for the provision of services over a petiod of time are accrued over that period. These fees
include commission income and asset management, custody and other management fees.
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5.6 Revenue (continued)

& Fez income from providing transaction sevvices

Fees amsing for rendering specific advisory services, brokerage services, equity and debt placement
transactions for a third party or arising from negotizting or participating in the negotiation of a transaction for
a third party are recognised on completion of the underlying transaction.

The Group also earns income from communication services (from Tarasul Telecom) and are recorded when
services are rendered.

5.6.2. Interest and sukulk incorme
Sukuk and interest income are recogaised on a time proportion basis using effective interest method.

5.6.3. Revenue from sale of investment properties

Revenue from sale of investment properties is recognised on completion of sale contract and after
transferring the risk and rewards associated with the Real Fstate to the purchaser and the amount of revenue
can be rehably measured.

5

5.6.4.  Dividend income
Dividend income, other than those from investments in assoclates, are recognised at the dme the right to
receive payment Is established.

5.7. Operating expenses
Operaring expenses are recognised in profit or loss upon utilisation of the service or at the date of their
origin,

5.8. Borrowing costs

Borrowing costs directly atiributable to the acquisition, construction or production of a qualifying asset are
capitalised during the period of tme that is necessary to complete and prepare the asset for its intended use
ot sale. Other borrowing costs are expensed in the period in which they are incurred and reported in finance
COSES.

5.9. Property and equipment

Property and equipment is stated at cost less accumulated depreciation and any tmpairment in value. The
group depteciates its property and equipment using the straight-line method at rates sufficient to write off the
assets over their estmated useful economic lives,

~ 510,  Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciadon, and ate accounted
for using the fair value model.

Investment properties are initially measured at cost, including transaction costs. Subsequentdy, Investment
properties ate re-measured at fair value on an individual basis based on valuations by independent real estate
valuers and are included in the consolidated statement of financial position -. Changes in fair value are taken
to the consolidated statement of income.

Investment properties are de-recognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal.
Any gains or losses on the retirement or disposal of an investment property are recognised in the
consclidated statement of income in the year of retirement or disposal.

Transfers are made to or from investment property 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-occupied property becomes an investment property, the Group
accounts for such property in accordance with the policy stated under property, plant and equipment up to
the date of change in use.
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5.11. Intangible assets

Intangibie assets acquired separately

Intangible assets acquired separately are carried at cost less accumulated amortisation and accumulated
impairment losses. Amortisation is recogiised on a straight-line basis over their estimated useful lives, The
estimated useful life and amortisation method are reviewed at the end of each annual reporting period, with
the effect of any changes in estimate being accounted for on a prospective basis.

Internally-generated intangible assets — research and development excpenditnre
An internally-penerated intangible asset arising from development (or from the development phase of an
internal project) is recognised if, and only if, all of the following have been demonsuated:

e The technical feasibility of completing the intangible asset so that it will be available for use or sale;

o The intention to complete the intangible asset and use or sell it;

@ The ability to use or sell the intangible asset;

e How the intangible asset will generate probable future economic benefits;

¢ The availability of adequate technical, financial and other rescurces to complete the development and to
use or sell the mtangible asset; and

@  The zhility to measure reliably the expenditure attributable ro the intangible asser duting its developroent,

The amount initially recognised for internally-generated intangible assets is the sum of the expenditure
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no
internally-generated intangible asset can be recognised, development expenditure is recognised in profit or
loss in the period in which it is incurred.

Subsequent to initjal recognirion, internally-generated intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on the same basis as intangible assets that are acquired
separately.

£12. Impairment testing of goodwill and non financial assets

For impairment assessiment purposes, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level, Goodwill is allocated to those cash-generating
units that are expecred to benefit from synergies of the related business combination and represent the lowest
level within the Group at which management monitors goadwill.

Cash-generating units to which goodwill has been allocated (determined by the Group’s management as
equivalent to its operating segrments) are tested for impairment at least anoually, All other individual assets or
cash-generating units are tested for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recovetable,

An impairment loss is recognised for the amount by which the asset’s or cash-generatng unit’s carrying
armount exceeds its recoverable amount, which is the higher of fair value less costs to sell and value-in-use, To
determine the value-in-use, management estimates cxpected future cash flows from the asset or each cash-
generating unit and determines a suitable interest rate in order to calculare the present value of those cash
flows. The data used for impairment testing procedures are directly linked to the Group’s latest approved
budgetr, adjusted as necessary to exclude the effect of future reorganisations and assers enhancements.
Discount factors are determined individually for each asset or cash-generating unit and reflect management’s
assessment of respective sk profiles, such as market and asset-specific risks factors.

Impairment losses for cash-generating uanits reduce first the carrying amount of any goodwill allocated to that
cash-generating upit. Any remaining impairment loss is charged pro rafa to the other assets in the cash-
generating unit. With the exception of goodwill, all assets are subsequently reassessed for indications rhat an
impairment loss previously recoghised may no longer exist. An impairment charge is reversed if the cash-
generating unit’s recoverable amount exceeds its carrying amount.
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5.13. Financial instruments

5.13.1 Recognirion, inftial measurement and derecognition

Financial assets and financial Labilides are recognised when the Group becomes a party to the contractual
provisions of the financial instrument and are measured initially at fair value adjusted by transacdons costs,
except for those carried at fair value through profit ¢r loss which are measured inidally at [air value.
Subsequent measurement of financial assets and financial Habilities are described below.

A financial asset {or, where applicable 2 part of financial asset or pazt of group of similar financial assets) is
derecognised when:

& rights to receive cash flows from the assets have expired;

@ the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
pay the received cash flows in full without material delay to a third party under a ‘pass through’
arrangement; and either
(2) the Group has transferred substantially all the risks and rewards of the asset or
(b} the Group has neither transferred nor retained substantially all risks and rewards of the asset, but has

transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered intc a pass-
through arrangement, it evaluates if and to what extent 1t has retained the risks and rewards of ownership,
When it 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 asset.
In that case, the Group also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Group has retained.

Contnuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the origingl carrying amount of the asset and the maximum amount of consideration that the Group could
be required to repay.

A fiancial lability is derecognised when the obligation under the liability is discharped or cancelled or
expires. When an existing financial lability is replaced by another from the same lender on substantally
different terms, or the terms of an existing Hability are substantally modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of a new hability, and the
difference in the respective carrying amounts is recognised in consolidated statement of income.

5.13.2, Classification and subsequent measurement of financial assets
For the purpose of subsequent measurement, financial assets are classified into the following categories upon
initial recognition:

° loans and receivables

¢ financial assets at fair value through profit or loss (FVTPL]
¢ held- to-maturity (HTM) investments

¢ available-for-sale (AFS) financial assets.

All financial assets except for those at FVTPL are subject to review for impalrment at least at each reporting
date to identify whether there is any objective evidence that a financial asset or a group of financial assets is
impaired, Different criteria to determine impairment are applied for each category of financial assets, which
are described below.

All significant income and expenses relating to financial assets that are recognised in profit or loss are
presented, under separate headings in the statement of income.
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e Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial recognition, these are measured at amortised cost using the effective
interest rate method, less provision for impairment. Discounting is omitted where the effect of discounting is
mmmatesial.

Individually significant receivables are considered for impairment when they are past due or when other
objective evidence 1s received that a specific counterparty will default. Recervables that are not considered to
be individually impaired are reviewed for impairment in groups, which are determined by reference to the
industry and region of a counterparty and other shared credit risk charactedstics, The impairment loss
estimate 15 then based on recent historical counterparty default rates for each identified group.

In addition, in accordance with Central Bank of Kuwait instructions, s minimum general provision is made
on all applicable credit facilities {net of certain categories of collateral) that are not provided for specifically.

The Group categorises loans and receivables into following categorics:

o  [nvestment in sukuk
Iovestment in sukuk comprise investment in Islamic converuble debts instruments issued by a foreign real
estate entity.

©  Cash and cash eguivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term,
highly liquid investments that are readily convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

e Recapables and other financial assets

Trade receivable are stated at original invoice amount less allowance for any uncollectible amounts.  An
estumate for doubtful debts is made when collection of the full amount is no longer probable. Bad debts are
written off as incurred.

Loans and recievables which are not categorised under any of the above are classified as “other
receivables/other assets™.

o  Financial assets at FVIPL

Classification of investments as financial assets at FYVTPL depends on how management monitor the
performance of these investments. Investments at FVIPL are either "held for trading” or "designated” as
such on initlal recognition.

The group classifies investments as trading if they are acquired principally for the purpose of selling or are a
part of a portfolio of identified financial instruments that are managed together and for which there is
evidence of a recent actual pattern of short term profit taking, When they are not classified as held for trading
but have readily available reliable fair values and the changes in fair values are reported as part of statement of
income in the management accounts, they are as designated at FVTPL upon initial recognition.

Assets in this category are measured at fair value with gams or losses recognised in profit or loss. The fair
values of financial assets in this category are determined by reference to active market transactions or using a
valuation techalque where no active market exists,
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o  AFS financial assets
AFS financial assets are non-derivative financial assets that are either designated to this category or do not
qualify for inclusion in any of the other categories of financial assets.

Financial assets whose fair value cannot be reliably measured are carried at cost less impairment Josses, if any.
Impairment charpes are recognised in profit or loss. All other AFS tinancial assets are measured at fair value.
Gains and losses are recognised in other comprehensive income and reported within the fair value reserve
within equity, except for impairment losses, and foreign exchange differences on monetary assets, which are
recognised in profit or loss. When the asset is disposed of or is determined to be impaired, the cumulative
gain or loss recognised in other comprehensive income is reclassified from the equity reserve to profit or loss
and presented as a reclassification adjustment within other comprehensive income.

The Group assesses at cach reporting date whether there is objective evidence that a financial asset available
for sale or a group of financial assets available for sale is impaired. In the case of equity investments classified
as financial assets available for sale, objective evidence would include a significant or prolonged decline in the
fair value of the equity investment below its cost. ‘Significant’ is evaluated against the original cost of the
investment and ‘prolonged” agalnst the pedod in which the fair value has been below its original cost. Where
there is evidence of impairment, the cumulative loss is removed from other comprehensive income and
recognised in the consolidated statement of income.

Reversals of impaument losses are recognised in other comprehensive income, except for financial assets that
are debt securities which are recognised in profit or loss only if the reversal can be objectvely related to an
event occurring afrer the impairment loss was recognised.

5.13.3. Classification and subscquent measurement of financial liabilities
The Group’s financial habilities include borrowings, bonds payable and accounts payable and other Habilities
The subsequent measurement of financizl liabilities depends on their classification.

The Group classifies ali its financial liabilities as “financial liabilities other than at fair value through profit or
loss (FVTPL}.

s Financial Habilities other than at fair value through profit or loss(FVIPL)
These are stated at amordsed cost using effective interest rate method. The Group categorises financial
Liabilities other than at FVTPL into the following categories:

e DBorrowings

All borrowlngs are subsequently measured at amcrtised cost using the effective interest rate method. Gains
and losses are recognised in the consolidated income statement when the liabilities are derecognised as well as
through the effective interest rate method {(EIR) amortisation process.

e Bonds

Bonds are carried on the consolidated statement of financial position at their principal amount, net of directly
related costs of issuing the bonds to the extent that such costs have not been amortised. These costs are
amortised through the consolidated income statement over the life of the bonds using the effective interest
rate method.

o _Aconnis payables and other financial labilities

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed
by the supplier or not, and classified as trade payables. Financial Habilities other than at FVTIPL which are
not categorised under any of the above are classified as “accounts payabie and other liabilities”

All interest-related charges are included within finance costs or interest income.
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5.13.4. Amortised cost of financial instruments

This is computed using the effective interest method less any zllowance for impairment. The calculation takes
nfo account any premium or discount on acquisition and includes transaction costs and fees that are an
integral part of the effective interest rate.

5.13.5. Trade and settlement dare accounting

All *tegular way’ purchases and sales of financial assets are recognised on the trade date ie. the date that the
entity commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or convention in
the market place.

5.13.6. Offserting of financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the consolidated staterment
of financial position if, and only if, there is 2 currently enforceable legal right to offser the recognised amounts
and there is an intention to settle on a net basis, or to realise the assets and settle the Liabilities stmultanecusly.

5.13.7. Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting date is determined
by reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for
short positons), without any deduction for transaction costs. :

For financial instruments not traded in an active market, the fair value is determined using appropriate
valuaton techniques. Such techniques may include using recent arm’s length market transactions; reference to
the current fair value of another instrument that is substantally the same; a discounted cash flow analysis or
other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured are
provided in Note 29.

5.14.  Equity, reserves and dividend payments
Share capital represents the nominal value of shares that have been issued and paid up.

Share premium includes any premiums received on issue of share capital. Any transaction costs associated
with the issuing of shares are decucted from share premium.

Statutory and voluntary reserves comprise appropgations of current and prior period profits in accordance
with the requirements of the commercial companies’ law and the parent company’s articles of association.

Other components of equity include the following:

= foreign currency translation reserve — comprises forelgn currency translation differences arising from the
translation of financial statements of the Group’s foreign entities into KD

»  Cumulative changes in fair value reserve — comprises gains and losses relating to available for sale
financial assets

Accumulated losses includes all current and prior period losses. All transactions with owners of the parent are
recorded separately within equity.

Dividend disitibudons payable to equity shazeholders are included in other labilides when the dividends have
been approved in a general meeting,

515, ‘'freasury shares

Treasury shares consist of the Parent Company’s own issued shares that have been reacquired by the Group
and not yet reissued or cancelicd. The treasury shares are accounted for usimg the cost method. Under this
method, the weighted average cost of the shares reacquired is charged to a contra account in equity.
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514  Treasury shares (continued)

When the treasury shares are reissued, gains are credited to a separate account in equity, (the “gain on sale of
rreasury shares reserve”), which is not 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 to retained earnings then to
the voluntary reserve and statutory reserve. INo cash dividends are paid on these shares. The issue of stock
dividend shares increases the number of treasury shares proportionately and reduces the average cost per
share without affecting the total cost of treasury shares,

5.1¢. Provisions, contingent assets and contingent liabilities

Provisions are recognised when the Group has a present legal or constructive obligation as a result of a past
event, 1t is probable that an outflow of economic resources will be required from the Group and amounts can
be estimated reliably. Timing or amount of the outflow may still be uncertain.

Provisions are measured at the estimated expenditute required to settle the present obligation, based on the
most rellable evidence avaiable at the reporting date, including the risks and uncertainties associated with the
present obligation. Where there are a number of simular cbligations, the likelthood that an outflow will be
required in settlement is determined by considering the class of obligadons as a whole. Provisions are
discounted to their present values, where the tme valie of money is maceral.

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

Contingent liabilittes are not recognised in the consolidated statement of financial position, but are disclosed
unless the possibility of an outflow of resources embodying economic benefits is remote.

5.17. Foreign currency translation

5.17.1. Functional and presentation currency

The consolidated financial statements are presented in currency Kuwait Dinar (KD), which is also the
functional currency of the parent company. Each entity in the Group determines its own functional currency
and items included in the financial statements of each endty are measured using that functional currency.

5.17.2, Foreign currency transactions and balances

Forelgn currency transactions are translated into the functional currency of the respective Group entity, using
the exchange rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains zand
losses resulong from the setilement of such wansactions and from the remeasurement of monetary items
denominated in foreign currency at year-end exchange rates are recognised in profit or loss. Non-monetary
items are not retranslated at year-end and are measured at histerical cost (translated using the exchange rates
at the transaction date}, except for non-monetary items measured at fair value which are translated using the
exchange rates 2f the date when fair value was determined. Translation difference on non-monetaty asset
classified as, “fair value through profit or loss” is reported as part of the fair value gain or loss in the
consolidated siatement of income and “avaiable for sale” are reported as part of the cumulative change in
fair value reserve within other comprehensive incorne.

5.17.3. Foreign operations

In the Group’s financial statements, all assets, liabilities and transactions of Group entities with a functional
currency other than the KID are translated into KD upon consolidation. The functional currency of the
entities in the Group has remained unchanged during the reporting period.

On consolidation, assets and liabilities have been translated into KID at the closing rate at the reporting date.
Goodwill and fair value adjustments atising on the acquisition of a foreign entity have been treated as assets
and Habilities of the foreign entity and translated into KID at the closing rate. Income and expenses have been
translated into KD at the average rate over the reporting period. Exchange differences are charged/credited
to other comprehensive income and recogm'sed in the foreign currency translation reserve in equity. On
disposal of a foreign operation, the related cumulative translation differences recognised in equity are
reclassified to profit or loss and are recognised as part of the gain or loss on disposal.
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5.18. End of service indemnity

The parent and its local subsidiaries provides end of service benefits to its employees. The entitlement to these
benefits is based upon the employees’ final salary and length of service, subject to the compledon of a minimum
service period in zecordance with relevant labour law and the ernployees’ contracts. The expected costs of these
benefits are accrued over the period of employment. This Liability, which is unfunded, represents the amount
payable to each employee as a result of rerminadon on the reportng date,

With respect to its Kuwaiti national employees, the Group makes conuibutons to the Public Instiution for
Social Security calculated as a percentage of the employees’ salaries. The Group’s obligations are limited to these
contributions, which are expensed when due.

5.19. Taxation

5.19.1, Narional Labour Support Tax (NLST)

NLST is calculated in accordance with Law No. 19 of 2000 and the Minister of Finance Rescludons No. 24
of 2006 at 2.53% of taxable profit of the Groun. As per law, sllowable deductions include, share of profits of
listed associates and cash dividends from listed companies which are subjected to NLST.

5.19.2. Kuwait Foundation for the Advancement of Sciences (KFAS)

The contribution to KFAS is calculated at 1% of taxable profit of the Group in accordance with the modified
calculation based on the Fouadation’s Board of Directors’ resolution, which states that income from Kuwazit
shareholding associates and subsidiaries, and transfer to statutory reserve should be excluded from profit for
the year when determining the contubuton.

5.19.3. Zakat
Contribudon to Zakat is calculated at 1% of the profit of the Group in accordance with the Ministry of
Finance resclution No. 58/2007 effective from 10 December 2007,

For the year ended 31 December 2011, the Parent Company has no lability towards INLST, KEFAS and Zakat
due tc losses incurred. Under the NLST, KFAS and Zakat regulations ne catry forward of losses to the future
years nor any carry back to prior years Is permitted.

During the previous year contribution to KFAS has not been calculated as there were carried forward
accumulated losses.

5.19.4. Fiduciary assets
Assers held in a wust or fiduciary capacity are not treated as assets of the group and, accordingly, they are not
included in these consolidated financial statements,

L+ Significant management judgements and estimation uncertainty

The preparation of the Group’s consolidated financial statements requires management fo make judgments,
estimates and assumptions that affect the reported amount of revenues, expenses, assets and liabilities and
the disclosure of contingent liabilities, at the end of the reporting period. However uncertainty about these
assumptions and estimates could result in outcomes that require a matertal adjustment to the carrying amount
of the asset or ability affected in future periods.

6.1, Significant management judgments

In the process of applying the Group’s accounting policies, management has made the following significant
judgments, which have the most significant effect on the amounts recognised in the consolidated financial
statements:
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6.1.1.  Classification of financial instruments

Judgements are made in the classification of financial nstruments based on management’s intention at
acquisition. Such judgement determines whether it is subsequently measured at cost, amortised cost ot at fair
value and if the changes in fait value of instruments are reported in the staternent of income or other
comprehensive income.

The Group classifies financial assets as held for trading if they are acquired primarily for the purpose of short
term profit making.

Classification: of financial assets as fair value through income statement depends on how management
monitors the performance of these financial assets. When they are not classified as held for trading but have
readily available fair values and the changes in fair values are reported as part of profit or loss in the
management accounts, they are classified as fair value through statement of income.

Classification of assets as loans and receivables depends on the nature of the asset. If the Group is unable to
trade these financial assets due to inactive market and the ntention 15 to receive fixed or determinable
payments the financial asset is classified as loans and receivables.

All other financial assets are classified as available for sale.

6.1.2  Classification of real estate

Management decides on acquisition of a real estate whether it should be classified as trading, property held
for development or tnvestment property. Such judgement at acquisition determines whether these properties
are  subsequently measured at cost less impairment, cost or net realisable value whichever is lower or fair
value and if the changes in fair value of these properties are reported in the statement of income or other
comprehensive mcome.

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 property under deveclopment if it is acquired with the intenton of
developtent.

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

6.2, Estimates uncertainty
Information about estmates and assumptions that have the most significant effect on recogniion and
measurement of assets, liabilities, income and expenses is provided below. Actual results may be sobstantially

different.

6.2.1 Impairment of goodwill and other intangible assets

The Group determines whether goodwill and intangible assets are impaired at least on an annual basis. This
requires an estimation of the value in use of the cash-generating units o which the goodwill is allocated.
Estimating the value in use requires the Group to make an estimate of the expected future cash flows from
the cash-generating unit and also to choose a suitable discount rate in order to calculate the present value of
those cash flows,

6.2.2. Impairment of associates

After application of the equity method, the Group determines whether it is necessary to recognize any
impairment loss on the Group’s investment in its associated companies, at each reporting date based on
existence of any objective evidence that the investment in the associate is impaired. If this is the case the
Group calculates the amount of impairment as the difference berween the recoverable amount of the
associate and its carrying value and recognizes the amount in the consolidated statement of income.
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6 Significant management judgements and estimation uncertainty
{continued)

6.2.3. Immpairment of available for sale equity investments

The Group treats available for sale equity investments as impaired whea there has been a significant o
prolonged decline in the fair value below its cost or where other objective evidence of impairment exists. The
determination of what is “significant” or “prolonged” requires considerable judgment. In 2011 the Group
recognised an impairment loss on available for sale investments (see note 17)

0.2.4  Impairment of loans and receivables

The group’s management reviews perniodically items classified as loans and receivables to assess whether a
provision for impairment should be recorded in the consolidated statement of income. In particular,
considerable judgement by management is required in the estimation of amount and timing of future cash
flows when determining the level of provisions required. Such estimates ate necessatily based on assumptons
about several factors involving varying degrees of judgement and uncertainty. In 2011 the Group recognised
impairment losses on loans and receivables {see notes 16).

6.2.5. Fair value of financial instruments

Management apply valuation technigues to determine the fair value of financial nstruments where active
market quotes are not available. This requires management io develop estitmates and assumptions based on
market inputs, using observable data that market participants would use in pricing the instrument. Where
such data is not observable, management uses its best estimate. Estmated fair values of financial instruments
may vary from the actual prices that would be achieved in an arm’s length transaction at the reporting date
{see note 29.2).

6.2.6. Revaluation of investment properties

The group catries its investment properties at fair value, with changes in fair value being recognised in the
consolidated statement of inceme. The group engaged independent valuation specialists to determine fair
vahies and the valuers have used valuation techniques to arrive at these fair values, These estimated fair values
of investmens properties may vary from the actual prices that would be achieved in a arm’s length transaction
at the reporting date.

7 Subsidiaries
The significant subsidiaties which are directly owned by the parent company and consclidated to the group
are as follows:

Place of
Name of the subsidiary incorporation Percentage ownership Principal activity
2011 2010

Tarasul Telecom Co. K.S.C.{Ciosed) Kuwait 96.69% 98.69%  Communication services

Diyar Al-Kuwait Resl Estate Company — Kuwait 60.25% 60.25% Real estate development
KSC (Closed}

Al Mal International for Proiect Kuwait 80.00% 80.00% Real estate project
Management Ce.- WLL management

Al Mal Qatari Holding Company - KSC Kuwait 100% 100% Real estate project
{Closed) management

United Investment Company SAL (note 8) Lebanon - 97.00% Investment activities

Safe Hands Holding Co. — BSC (Closed) Bahrain §0.72% 60.72% Heatth care

Saudi Al Mal Co. ~ WLL Kingdorn of 100% 100%  Investment activities

Saudi Arabia
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8 Profit on disposal of subsidiary

%]
€51

During the year, the group disposed its 97% owned subsidiary, United Investmment Company SAL (Lebanon)
for a net consideration of USD17,200,644 (equivalent to 1K104,741,358) resulting in a profit equivalent to

KD2,061,317.

The carrying value of the disposed assets and twansferred hiabilities of the subsidiary on the date of disposal

were as follows:

KD
Total assets 2,762,913
Tota! liabiiities (22,705)
Non-controlling interest {60,167)
2,680,041
Sale proceeds 4,741,358
Profit recognised in the interim condensed consolidated statement of income 2,061,317
9 Net income from communication services
2011 2010
KD KD
Subscription, activation and installation income 896,181 1,214,915
Hardware and software sales and project/maintenance income 137,631 103,678
1,033,812 1,318,583
Direct operating costs (826,839) (1,206,030)
206,973 112,663
106 Management fees and ather income
2011 2010
KD KD
Management and consultancy fees 309,338 1,531,048
Rent income 454,251 367,358
Other income 177,752 77,341
941,341 1,975,747
11 Net loss or gain on financial assets
Net loss or gain on financial assets, analysed by category, is 2s follows:
2011 2010
KD KD
Receivables
- bank balances and short term deposits 34,4486 261,139
- Investment in sukuk 645,696 608,402
- Impairment of receivables and other assets (15,794,650) (2,897,172)
Assets at fair value through profit or loss:
~ held for trading (289,249) 87,039
- designated as such on initial recognition - {942,857)
Available for sale investments:
- recognised directly in cther comprehensive income(including minority share) (119,405) 325,096
- recycled from other comprehensive income to consolidated statement of
income
»  Onimpairment (1,172,113} (3,996,543)
s On disposal 101,315 52,909
- recognised directly in consolidated statement of inceme 499,845 792 4885
(16,090,115} {5,811,501)
Net loss recognised in the consolidated statement of income (15,870,710) (6,136,597)
Net (loss)/gain recognised in other comprehensive income {119,405) 325,095
(16,090,118) (5,811,501)
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i2 Finance cosis
Finance costs relates mainly to borrowings and bonds payable. All these financial liabilities are stated at
amorised cost,

13 Basic and diluted {loss)/zarnings per share

(Loss)/earnings per share is calculated by dividing the (loss)/profit for the year attributable to the owners of
the parent company by the weighted average number of ordinary shares outstanding during the year as
follows:

2011 2010
{Loss)/profit for the year attributable to the cwners of the parent company {(KD)  (31,015,440) 12,016,616
Welghted average number of ordinary shares cutstanding during the year
{excluding treasury shares) 528,281,250 528,281,250
Basic and diluted {loss)eamnings per share (Fils) {58.71) 22,75
4 Cash and cash eqguivalents
2011 2010
KD KD
Cash and bank balances $,348,3985 3,835,903
Shoert term deposits 5,202,683 4,954 708
Cash balances with portfolio managers 1,684,654 4 287,383
Cash and cash equivalent as per consclidated statement of financial position 8,233,732 19,078,995
L ess: Blocked deposits * (%,9C0,000) (1,200,000}
Cash and cash equivalents as per consolidated statement of cash flow 6,333,732 17,178,995

*  Short term deposits of IKI21,900,000 related to a subsidiary company are pledged against islamic debt
mnstruments of the same subsidiary.

Short term depaosits carry an average effective mterest rate of 1.08 % (2010: 1.32%).

i5 Investments at fair value through profit or loss
2011 2010
KD KD
Held for trading :
Quoted shares - 66,375
Designated on initial recognition :
Managed portfolios and funds 163,306 13,457,173
Unquoted shares 1,621,967 1,621,977
1,785,273 15,079,150

1,785,273 15,145,525
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16 Accounts receivable and other assets
2011 2010
KD KD
Financial assets
Advance payment to purchase investments (a) 9,823,831 14,158,655
Refundable develepment expenses (b) 14,103,846 12,469,188
Due from related parties (net of provision} (c) 14,361 7,273,868
Trade receivables 415,698 441,661
Accrued income 723,685 331,665
Other assets 857,130 801,854
25,838,551 35,476,892

a.  Advance payment to purchase investments includes an amount of KI24,375,422 (31 December 2010
IKID12,985,776) paid for the infrastructure of a telecommunication project in Iraq and for which a new
Iragi company is being established to own this project and to determine the eventual share of the group
in its capital. During the year the parent company’s management has made a provision of KI28,516,622
against the said project cost.

Advance payments to acquire investments also includes advaances of KID3,958,975 paid during the year to
participate in owning a company which will operate in the telecommunication sectot in Iraq.

b, Refundable development expenses represent development cost incurred to develop an economic city in
the Kingdom of Saudi Arabia jointly with the Saudi authorities. The parent company is the main
developer for this project. A new shareholding company is being incotporated in Saudi Arabia to own
and manage this project. The legal formalities are currently in process to establish that Saudi shareholding
company. As pet the agreement, with Saudi authotity on incorporation of the Saudi shareholding
company the total expenses incurred for the project will be re-reimbursed to the group.

¢ During the year, the parent company’s management decided to record a provision of KID7,182,374 which
represents the remaining balance due from a related party. (31 December 2010: provision of KI22,338.647
which represents 25% of the balance due from a related party) (see note 28).

d. DDuring the year, the Group also made a provision of KID95,654 (2010: IXID Nil) against certain doubtful
trade receivables,

e. During the previous year the Group’s management decided to discontinue certain projects in process and
consequently recognised an impairment loss of KID658,525 against these projects which were classified
under accounts recetvable and other assets.

17 Avaiiable for sale investments
2011 2010
KD KD

Investments in unquoted shares 10,065,068 13,325,400
Investments in private equity funds 7,188,419 8,546,697
Investments in direct equity funds 3,630,858 3,479,889
Investmenis in portfolios managed by others 298,817 1,202,650

21,183,160 26,555,838

17.1 Available for sale investments include investments of KID2274862 (31 December 2010
KDG,207,259), carried at cost less impairment, if any, due to the unpredictable nature of future cash flows
and the unavaiability of financial information to arrive at a reliable measure of fair value. The group’s
management believes that the availeble information for those investments has not indicated any
impairment/ further impairment in value.

17.2 During the year, the group recognised an impairment loss of KID1,172,113 for certain local and other
foreign unquoted itvestments (2010: KID3,996,543), based on estimates made by management and the net
asset values reported by investment managers at the reporting date.
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18 Investment in Sukuk

This represents investment by a subsidiary in convertible Sukuk issued by a foreign real estate institution and
it carries profit at the rate of 9% per annum (2010: 9%). The sukuk’s are due on different dates ending 30
September 2013,

19 Investment in associates
Ownership Ownership
Company name % 2011 % 2010
KB KD

Ikarus Real Estate Co. — KSC (Closed) - Kuwait 25.00 49,918 25.00 583,779
Mac S.A. Incorporation Co. (Closed) - Tunisia 47.93 384,497 47.93 482,671
Falcon Aviation Group Limited- British Virgin Iskand 20.00 4,362,083 20.00 4,084,639
Uniied Insurance Co. (Closed) - Syria 18.39 973,407 18.39 1,101,011
Mazaya Gateway Co, F.Z.C. — United Arab Emirates 25.00 292,262 25.00 292,262
Al Mustathmer Al Watani - Libya 35.00 389,328 35.00 388,039

6,451,493 6,942,401

19.1  The United Insurance Co. — Syria has been classified as investment in associate, as the group
exercises significant influence over rthe operating and financial policies of this assoclate through
representation in the board of directors of this company.

19.2  The group has recorded ifs share in United Insurance based on 30 September 2011 unaudited
reviewed financial information. Hxcept for Mazaya Gateway Co. F.Z.C, all other associates
companies results have been recorded based on the hatest available management accounts.

19.3  During the 3 quarter of the previous year the group disposed 99.35% of its 47.37% holding in
Safwan Trading and Contracting Company — KSC (Closed),an associate, for a consideration of
KD7,559,500 resulting in a profit of KID16,026. The remaining investment in the former associate
amounting to KID48,647 (0.65%) was transferred to investment at fair value through profit or loss
and subsequently sold,

194 During the 4% quarter of the previous year the group disposed its holding in Petroleun Coke
Industries Company — KSC {Closed), an associate, for & consideration of K.1D31,348,997 resuliing in
a profit of KID20,539,040.

Aggregate share of associates’ assets and liabilities:

2011 2010
KD KD
Assets 15,052,758 12,467,092
Liabilities (9,883,746) (6,808,730)
Equity 5,169,010 5,860,362

Investment in associates include goodwill of KID1,282.483 (2010: KI101,282,039).

Aggregate share of associates’ revenue and profit / (loss):

2011 2010

KD KD
Revenue 5,053,105 8,377,618
(Loss)/profit (367,491) 3,815,577

The fair value of investment in associates at 31 December 2011 could not be reliably measured as the
associates are unquoted and they do not have published quoted prices.
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20 Investment properties
2011 2010
KD KO
Investment properties 8,320,547 8,947 445
Land and properties under development 64,024,485 80,149,031
72,345,033 89,086,476
The movement for investrent propertes is as follows:
2011 2010
KD KD
Balance as of 1 January 89,096,476 81,873,269
Disposals during the year (3,351,490) -
Additions during the year 2,409 1,968,697
Change in fair value (13,2585,108) 5,468,909
Foreign currency transiation adjustment arising on censclidation {154,254 (314,299
72,345,033 88,096,476

The fair market value of the properties have been determined based on values cbtained by independent
valuers and a bank for lacal properties.

During the vear, the group sold certain investment properties located in Irac, which were fully impaired for in
previous years, for a consideration of KID122 850 (2010: KID106,913; resulting in 2 profit of the same amount
being recognised in the consolidated statement of income.

During the year the group also disposed one of its investment properties located in Qatar, for a net
consideration of KID3,191,376 resultng in a loss of KD160,114. An amount of KID801,406 which was
payable on purchase of the investment property was set off against the net consideration due and the Group
recewed in cash an amount of KID2,389 970.

Investment properties with a carrying value of KID5,639,158 (2010: KID5,637,945) of a local subsidiary ate
pledged against Islamic debt instruments of the same subsidiary.

The above properties are located in GCC and other Middle Eastern countries.

21 Accounts payables and other liabilities
2011 2010
KD KD

Financial liabilities
Payables on purchase of investment properties® 11,267,670 12,111,435
Due to related parties (Note 28) 3,859,820 3,181,456
Accrued expenses 148,456 582 408
Accrued finance costs 551,583 1,030,638
Trade payable 3,882,160 ’3,244 500
Pavyable to contractors 1,337,944 1,325,785
Other credit balances 457,986 1,108,433

21,515,619 22,592,653

* Pavables on purchase of investment properties mature in instalments, and the maturity analysis is as follows:
¥ p prop > ) ¥

2011 2010

KD KD
Less than 1 year 11,267,670 10,882,777
Meore than one year - 1,628,658

11,267,670 12,111,435
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21 Accounts payables and other liabilities (continued)

The payable on purchase of investment property as of 31 Decetber 2011 amounting to KID11,267,670,
telated to the purchase of land in Qatar with a carrying value of KI364,024,486 at the reporting date, are
current liabilities due to its maturity as at 1 January 2012,

22 Borrowings
2011 2010
KD KD
Loans 28,622,250 29,818,953
Islamic debt instruments 19,158,426 18,610,428
47,780,678 48,429,381

22,1  The following is the maturity analysis of loans and Islamic debt instruments:

2011 2010

KD KD
Less than 1 year 21,450,368 18,818,853
From 1 year to 5 vears 26,330,308 29,610,428
47,780,676 48 429 381

222 Loans and facilities have been granted to the parent company based on negative pledges on the
parent company’s assets.

223 Term deposits and investment properties of a local subsidiary are pledged against Islamic debt
nstruments of KID8,158,426 (2010: KID7,610,428) related to that subsidiary {note 14 and 20}

22,4 The effective average interest rate of loans is 6.3% (2010: 6.5%).

22.5 The cffective cost rate of the Islamic debt instruments is 6.96% (2010: 7.46%)

23 Bonds payable

During October 2007, the parent company entered 1nto an agreement to issue unsecured fixed rate bonds of
KD 10,000,000 and floating rate bonds of KID3,320,000 at an issue price of 100% of their principal amount.
with original maturity on 2 October 2010. On 23 September 2010, with the consent of the bond holders the
maturity of the bonds were extended until 2 October 2012, The bonds bear fixed interest rate at 8.875% per
annum and the floating bonds bear floating interest rate at 5.5% over the Central Bank of Kuwait discount
rate. Interest is payable semi-annually in arrears.

On 5 April 2005, the parent company issued unsecured bonds of KID20,000,000 at an issue price of 100% of
their principal amount with original maturity on 5 April 2010. On 29 March 2010 the maturity of the bonds
wete extended untl 5 Apiil 2011, These bonds were fully settled in April 2011,

24 Share capital
The authorised, issued and paid up capital of the parent company amounts to IKX1352,828,125 distributed over
528,281,250 shares of 100 fils par value each as of 31 December 2011 and 2010.
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25 Reserves and non-contrelling interests
2011 2010
KD KD
Share premium 25.1 18,375,000 18,375,000
Statutory reserve 252 4,302,301 4 802,301
Voluntary reserve 253 4,802,301 4,602,301
Foreign currency franslation reserve 254 22,904 390,259
Cumulative changes in fair vaiue 255 480,877 582,334
Non-controlling interests 258 13,849,618 17,128,545

251 Share premium
Share premium is not available for distribution, except as stipulated by Commercial Companies Law.

252 Statutory reserve

In accordance with the Commercial Companies Law and the Parent Company’s articles of association, 10%
of the profit attriburable to shareholders of the Parent Company before contribution to KIFAS, Zakat
provision, NLST provision and directors’ remuneration 1s to be transferred to statutory reserve. No transfer
is required in a year when Josses are made or where cumulative losses exist. The Parent Company may resolve
to discontinue such annual wransfer when the reserve equals or exceeds 50% of the paid-up share capital,

Distribution of the statutory reserve is imited to the amount required to 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.

253  Vcluntary reserve

In accordance with the Parent Company’s articles of association, 10% of the profit attributable to
shareholders of the Parent Company before contribution to KFAS, Zakat provision, NLST provision and
directors’ temuneration is to be transferred to voluntary reserve. The Parent Company may resolve to
discontinue such transfers by a resclution of the Parent Company’s board of directors, There are no
restrictions on distribution of voluntary reserve. No wmansfer is required in a year when losses are made or
when cumulative losses exist.

25.4 Foteign currency translation reserve

2011 2010
KD KD
Balance at 1 January 390,258 753,918
Exchange diffaerences arising on translation of foreign operatians {658,130) (650,454)
Groups share of associates foreign currency translation reserve 280,775 286,835
Balance at 31 December 22,904 390,259
255  Cumulative changes in fair value
2041 2010
KD KC
Balance at 1 January 582,334 260,764
Net changes in fair value arising during the year (1,172,255) (3,622,064)
Transferrad to consolidated statement of income on disposal {101,315} (52,908}
Transferrad to consalidated statement of income on impairment 1,172,113 3,896,543

Balance at 31 December 480,877 582,334
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25 Reserves and non-controlling interests {continued)

25.6 Non-controlling interests

2011 2010
KD KD
Balance at 1 January 17,128,548 18,618,349
Increase in non-controiling interests on dispesal of subsidiary (60,167) -
Increase in non-controlling interests due to acquisition of new subsidiary - -
Loss for the year (3,034,075} (1,334,968
Non coniralling interest portion of subsidiaries cumulative change in fair value (17,948) 3,528
Exchange differences arising on translation of foreign operations {169,738) (158,383)
Balance at 31 December 13,849,618 17,128,546
25 Intangible assets
2011 2010
KD KD
Model Hospitals project:
The movement in intangible asset is as follows:
At the beginning of the year - 3,562,674
Additions £,902 314,826
Impairment of intangible assets (8,902) (3,877,300)

At the end of the year - -

Intangible assets were related to a consolidated subsidiary. It represented the cost of acqusition of the
subsidiaty of 2 model hospitals project and subsequent development cost related to the project. The total
costs incurred mainly consisis of payments made in relation to acquiring/executing the royalty, idea, business
plan agreements and also includes expenditures incurred for developing the project.

The project was classified as intangible asset as it creates one standard model of hospital which is customized
to meet different requirements of GCC counires.

During the previous year the Group’s management has assessed the recoverability of the intangible asset, and
due to uncertainties regarding the completion of the project and its ability to generate revenue, the
management concluded to fully impair the intangible asset balance at the reporting date.

27 Segmental information

The group activities are concentrated in three main segments: real estate, Investment and finance. The
segments’ results are reported to the higher management in the group. In additon, the segments results,
zssets and liabilities ate reported based on the geographic locaticns which the group operates in.
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27 Segmental information (continued)

&

27.1  The following is the segments information, which conforms with the internal reporting presented to

management:
2011
Real estate Investments Financing Unallocated Total
KD KD KD KD KD
Total income {12,838,121) 2,008,737 684,142 694,063 (9,454,179)
Expenses and other charges (1,001,629) (18,219,094} (4,881,048) (490,565) (24,592,336)
Loss for the year (13,839,750) (16,213,357} {4,196,906) 263,498 (34,04€,515)
Assets 72,345,033 54,295,343 11,375,208 5,143,536 143,159,120
Liakilities {12,605,614) (6,143,869} (61,100,676) (3,229,481) (83,073,750}
Net assels 59,739,419 48,151,374 (49,725,468) 1,914,045 60,079,370
Sukuk and interest income - - 684,142 - 684,142
Interest expense - - (4,881,048) - {4,881,048)
Impairment in value of investments - (1,172,113) - - {1,172,113)
impairment of intangible assets - {8,902) - - (8,202}
impairment of receivables and
other assets - {15,794,650) - - (15,794,650)
2010
Real estate Investmenis Financing Unallocated Total
KD KD KD KD KD
Total income 5,675,823 24,360,220 682,554 2,273,286 32,881,883
Expenses and other charges (899,561} (10,487,216) (6,589,073) (3,864,761} {21,840,611)
Profit/{loss) for the year before
provision for NLST & zakat 4,676,262 13,873,004 (5,908,519) {1,581 ,465) 11,051,282
Assets 89,096,476 86,486,408 11,132,446 12,924,670 199,839,400
Liabilities (12,111,435} (3,004,670) (81,749,381) (7,931,364) {104,796,850)
Net assets 76,985,041 83,481,738 (70,616,935) 4,992,706 94,842 550
Sukuk and interest inccme - - 867,541 - 867,541
interest expense - - (5,589,073) - (6,589,073)
Impairment in vaiue of investments - (3,996,543) - - (3,996,543)
Impairment of infangible assets - {3,877,300) - - (3,877,300)
Impairment of receivables and
other asseis - {2,987 172) - - (2,997,172)
27.2 The geographical analysis is as follows:
2011
Domestic International Total
KD KD KD
Total income 419,315 {9,873,494) (2,454,179}
Loss for the year (6,951,817) (27,094,698) (34,046,515)
Total assets 23,165,476 119,993,644 143,159,120
Total liabilities {67,353,630) (15,726,060} (83,075,750)
Net assets (44,188,214} 104,267,584 60,079,370
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27 Segmental information (continued}

27.2 The geographical analysis 1s as follows: {continue)

2010
Domestic International Total
KD KD KD
Total income 25,801,992 7,089,901 32,891,893
Profit for the year before provision for NLAT and Zakat 2,979,269 8,072,013 11,051,282
Total assets 35,020,029 164,619,371 199,639,400
Total liabilities (89,497,881) (15,298,969) {104,796,850)
Net assets (54,477,852 149,320,402 94,842 550
28 Related party iransactions

Related parties represent associates, directors and key management personnel of the group, and other related
partes such as major sharcholders and companies in which directors and key management personnel of the
group are principal owners or over which they are able to exercise significant influence or joint control.

Significant transactions and balances with related parties included in the consolidated financial statements are
as follows:

2011 2010
KD Ko
Balances in the consolidated statement of financial position:
Due from related parties (see note 16)* 14,361 7,273,868
Due io related parties (see note 21} 3,858,820 3,181,456
Due to related parlies included in trade payables (note 21) 1,572,624 1,643,634

During the previcus year the group received interest free advances of KID2,750,000 from related parties with
no specific repayment terms.

* Due from related parties as at 31 December 2010 included an advance of KID7,015,943 (net of provision)
for increase in share capital of Mazaya Gateway an associate company. This was fully provided for during
the year (refer note 16¢).

Year ended Year enced
31 Dec. 31 Dec.
2011 2010
KD KD
Transactions included in the consolidated statement of income:
Project income included in net income from communication services 61,600 -
Management fees and other income 55,420 1,273,788
Provision for impairment of receivables® (refer note 16c) 7,182,374 2,332647
Key management compensation:
Short term benefits 412,984 739,339
Employees end of service indemnity 35,845 17,279

Pricing policies and the terms of these transactions are approved by the Group’s menagement.

Transactions with telated parties are subject to approval of the shareholders at the general assembly meeting,
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29 Financial assets and liabilities

29.1 Categories of financial assets and liabilities

The carrying amounts of the group’s financial assets and Habilitics as stated in the consolidated sraternent of
financial position may also be categorized as follows:

20141 2010
KD KD
Receivables:
e  Cash and cash equivalents 8,233,732 19,078,995
s Accounts receivable and other assets 25,838,551 35,476,892
o investments in sukuk 6,172,525 8,177,737
Investments at fair value threugh profit or loss:
¢ Held for trading - 66,375
= Designated on initial recognition 1,785,273 15,078,150
Available for sale investments 21,183,160 26,555,636
63,313,241 102,434,785
Other financial liabilifies;
s Accounts payable and other liabilities 21,616,619 22,592,653
e  Borrowings 47,780,676 48,429,381
¢ Bonds payable 13,320,000 33,320,600
82,616,295 104,342,034

Fair value represents amounts at which an asset could be exchanged or a liability settled on an arm’s length
basis. In the opinion of the parent company’s management, except for certain available for sale investments
which are carried at cost less Impairment for reasons specified in Note 17, the carrying amounts of financial
assets and liabilities as at 31 December 2011 and 2010 approximate their fair values.

29.2  Fair value hieratchy for financial instruments measured at fair value
The following table presents the financial assets which are measured at fair value in the statement of financial
position in accordance with the fair value hierarchy.

‘This hietarchy groups financial assets and liabilities into three levels based on the significance of inputs used
in measuting the fait value of the financial assets and liabilities. The fair value hierarchy has the following
levels:

- Level 1: quoted prices {unadjusted) in active markets for identical assets or Labilites;

- Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or
lability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and

- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

The level within which the financial asset or Hability is classified is determined based on the lowest level of
significant input to the fair value measurement.

The financial assets and liabilities measured at fair value in the statement of financial positon are grouped
into the fair value hierarchy as follows:
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29 Financial assets and liabilities (continued}

29.2  Fair value hieratchy for financial instruments measured at fair value (continued)

Total
31 December 2011 Level 1 Level 2 Level 3 Balance
Note KG KD KD KD
Assets at fair value
investment at fair value through
profit or loss:

- Managed portfolios and funds

(international) b - - 163,306 163,306
- Unqguoted shares [ - - 1,621,967 1,621,967
Available for sale investments:
- Unguoted shares [ - 89,076 7,701,127 7,790,203
- Private equity funds d - - 7,188,419 7,188,419

Direct equity funds d - - 3,630,859 3,630,852
- Porifalios managed by others e - - 298,817 298,817
Total assets - §9,076 20,604,495 20,693,571

Total
31 December 2010 Level 1 Level 2 lLevel 3 Balance
Note KD KD KD KD
Assets at fair value
Investment at fair value through
profit or loss:

- Quoted shares a 66,375 - - 66,375
- Managed portfolios and funds

(International} - 13,314,561 142,612 13,457,173
~ Unguoted shares - 825,263 796,714 1,621,977
Available for sale investments:
- Unguoted shares c - 623,824 6,788,484 7,410,308
- Private equity funds d - - 8,548,697 §,546,897
- Direct equity funds d - 499,625 2,980,265 3,479,880
- Portfolios managed by others e - 911,483 - 911,483
Total assets 66,375 16,174,756 19,282,772 35,493,903

Fair value measurements

The group measurement of financial assets and liabilides classified in level 3 uses valuation techniques inputs
that are not based on observable market date. The financial instruments within this level can be reconciled
from beginning to ending balances as follows:

2011 2010

KD KD
Opening balance 19,252,772 17,685,248
Change in fair value 238,664 (888,137)
Net disposal {455,538) -
Additions during the year (transferred from level 2 to level 3 2,357,406 2,497,389
Impairment of level 3 investmenis (788,811) (251,739)
Closing balance 20,804,495 19,252,772

Changing inputs to the level 3 valuations to reasonably possible alternative assumption would not change
significantly amounts recognised in profit ot loss, total assets or total liabilities or total equity.

Measurement at {air value

The methods and valuation techniques used for the purpose of measuring fair value are as follows:
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29 Financial assets and liabifities {continued)

a) Quoted shares
(Quoted shares represent all listed equity securities which are publicly traded in stock exchanges. Fair values
have been determined by reference to their queted bid prices at the reporting date.

b) Managed porifolio and funds (International)
The underlying investments in managed portfolios and funds represents quoted bonds and securities and
unquoted securities. They are valued based on latest reports received from the managers.

¢) Ungquoted shares

These represent holdings in local and foreign unlisted securities which are measured at fair value. Falr value is
estimated based on the average of recent transaction ptices for these investments znd other valuation
techmiques.

d) Private and direct equity funds

The underlying investments in these private and direct equity funds mainly represent local and foreign quoted
and unquoted securities. Information for these investments is limited to periodic financial reports provided
by the investment managers. These investments are carried at net asset values reported by the Investment
managers. Due to the nature of these investments, the net asset values reported by the investment managers
represent the best estimate of fair values available for these investments,

e) Portfolios managed by others
The undetlying investments in managed portfolios represent quated and unquoted securities. They are
valued based on latest fund managers reports.

30 Risk management objectives and policies

The Group’s principzl financial liabilites comprise, borrowings bonds payable and accounts payable and
other liabilities. The main purpose of these financial liabilities is to raise finance for Group operations. The
Group has various financial assets such as accounts receivable and other assets, cash and bank balances, short
term deposits, Investment in Sukuk and investment securities which arise directly from operations.

The Group’s activities expose it to variety of financial risks: market risk (including cutrency risk, interest rate
risk and price risk), credit risk and Liquidity disk.

The parent company’s board of direcrors sets out policies for reducing the tisks discussed below.

The Group does not use derivative financial mstruments.

The most significant financial risks to which the group is exposed to are described below.
30.1 Market risk

a) Foreign currency risk
Foreign currency risk is the risk that the fair values or future cash flows of a financial instrument will fluctuate
due to changes in foreign exchange rates.

The group mainly operates in the Middle Hastern countries, Europe and USA and is exposed to foreign
currency risk ansing from various foreign currency exposutes, primarily with respect to US Dollar, Qatart
Riyals and Buro. The group’s balance sheet can be significantly affected by the movement in these currencies.
To mitigate the group’s exposure to foreign currency risk, nop-Kuwaird Digar cash flows are monitored.

Generally, the group’s nisk management procedures distinguish short-term foreign currency cash flows (due
within twelve months) from longer-term cash flows. Foreign currency risk is managed by the group by
diversifying its Investments geographically and monitoring the foreign cutrency movements and the groups
open positions on a regular basis.

The group’s significant net exposure to foreign cusrency denominated monetary assefs less monerary
liabilides at the reporting date, translated into Kuwaiti Dinars at the closing rates are as follows:
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30 Risk management chjectives and policies {continued)

301 Market risk (continued)

a) Foreign currency risk (continued)
2011 2010
Eguivalent Equivalent
KD KD
US Dellars 2,218,349 13,656,257
Clatari Riyal (11,267,266} (12,173,344
Euro 6,172,525 6,177,737

If the Kuwaiti I2inar had strengthened against the foreign currencies by 5.7% (2010: 5.7%), then this would
have the following impact on the profit/loss for the year. There is no impact on the group’s equity.

Profit/{loss) for the year

2011 2010

KD KD
US Dollars (126,446) (778,407)
Qatari Riyal 642,234 693,881
Euro {351,834) (352,131)
Total (loss)/profit 163,954 (436,857)

If the ICuwaitt Dinar had weakened against the foreign currencies by 5.7% (2010: 5,7%), then there would be
an equal and opposite impact on the profit/loss for the year, and the negarive balances shown above would
be positive and positive balances will be negative.

Exposures to forelgn exchange rates vary during the year depending on the volume and nature of the
transactions. Nonetheless, the analysis above is considered to be representatve of the group’s exposure to the
foreign currency risk.

b) Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect future profitability or the
fair values of financial instruments. The group is exposed to interest rate risk with respect to its short term
deposits (tefer note 14), borrowings (refer note 22) and bends payable (refer note 23) which aze both at fixed
rate and floating interest rates. The risk is managed by the group by mainmining an appropriate mix between
fixed and floating rate short term deposits and borrowings.

Positions are monitored regularly to ensure positions are maintained within established limits.

The following table Hlustrates the sensitivity of the profit/(loss) for the year to reasonable possible change of
interest rate of +75 (0.75%) and -75 (0.75%) basis peints with effect from the beginning of the year. The
calculation 1s based on the Group’s financial instruments held at each reporting date. All other variables are
held constant. There 1s no impact on group’s equity,

Increase in interest rates Decrease in interest rates
2091 2010 2011 20140
KD KD KD KD
Increase/(decrease) in {loss)/profit for the year (368,588) (338,710) 368,586 336,710

<) Price risk

This is a risk that the value of financial instruments will fluctuate as a result of changes in market prices,
whether these changes are caused by factors specific to individual instrument or its price issuer or factors
affecting all instruments, traded in the market. The group is not exposed to any significant price risks as of
31 December 2011 as majority of the company’s investments are unquoted.
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30 Risk management objectives and policies (continued)

30.2  Creditrisk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. The group credit policy and exposure to credit risk is monitored on an
ongoing basis. The group seeks to avoid undue concentrations of risks with individuals or groups of customers
in specific locations or business through diversification of its activities.

The group’s exposure to credit risk is limited to the carrying amounts of financial assets recognised at the
reporting date, as summarized below:

2011 2010
KD KD
Cash and cash equivalents 8,233,732 19,078,995
Investment &t fair value through profit or loss {managed portfolios) (refer note 15) 163,306 13,457 173
Investment in Sukuk 6,172,525 8,177,737
Accounts receivable and other assets (note 16) 25,938,551 35,478,892
Available for sale investments (note 17) 21,183,160 26,555,636
61,691,274 100,746,433

Except for certain available for sale investment and other assets as stated in note 17 and 16 respectively, none of
the above financial assets are past due or impaired. The group continuously monitors defaults of customers and
other counter parties, identified either individually or by group, and incorporates this information into its credit
tisk controls. Where available at reasonable cost, external credit ratings and/or reports on customers and other
counterparties are obtained and used. The group’s policy is to deal only with creditworthy counterparties. The
group’s management considers that all the above financial assets that are neither past due nor impaired for each
of the reporting dates under review are of good credit quality.

None of the group’s financial assets are secured by collateral or other credit enhancements.
The credit sk for cash and bank balances and short term deposits is considered negligible, since the
counterparties are teputable financial institutions with high credit quality. Information on other significant

concentrations of credit risk 15 set out in note 30.3

30.3 Concentration of assets
The distribution of financial assets and financial liabiliies by geographic region for 2011 and 2010 is as follows:

Asia &
Kuwait GCC Africa Europe USA Total
KD KD KD KD KD KD
At 31 December 2011
Cash and cash equivalenis 6,410,853 115,836 153,057 1,653,988 - 8,233,732
Investments at fair value through
profit or loss 825,000 796,714 253 163,308 - 1,785,273
Accounts receivable and other
assets (refer note 16) 4,849,364 18,589,258 697,502 1,862,427 - 25,938,551
Available for sale investments 7,178,128 2,996,888 1,886,716 2,705,926 6,315,502 21,183,160
Investment in Sukuk 6,172,525 - 6,172,525
19,263,345 22,498,698 2,837,528 12,398,170 6,315,502 63,313,241
Accounts payabie and other liabilities §,807,176 15,669,765 38,678 - - 21,615,619
Borrowings 47,780,878 - - - - 47,780,676
~ Bonds payable 13,320,000 - - - - 13,320,009

66,907,852 16,669,765 38,678 - - 82,616,295
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30.3  Credit risk {(continued)
Asia &
Kuwait GCC Africa Europe USA Total
KD KD KD KD KD KD

At 31 December 2010
Cash and cash equivalents 14,563,397 4,365,991 51,770 28,512 66,325 18,078,995
investments at fair valug through

profit or loss 891,375 14,111,274 284 142,612 - 15,145,525
Accounts receivable and other

assets (refer note 18) 15,224 272 19,556,915 695,705 - - 35,475,892
Avazilable for sale investments 7,242 648 4,384 883 4,843,930 2,660,586 7,423 589 26,555,836
Investment in Sukuk - - - 8177,737 - 6,177,737

37,821,692 42,422 063 5,581,662 2,009,447 7,489,914 102,434,785
Accounts payable and other liabilities 7,651,302 14,936,037 5,314 - - 22,592,653
Borrowings 48,110,428 318,953 - - - 48,429,381
Bonds payabie 33,520,000 - - - - 33,320,000
85,081,730 15,254,920 5,314 - - 104,342,034

304 Liguidity risk
Liquidity tisk is the risk that the group will be unable to meet its Liabilities when they fall due. To limit this

risk, management has arranged diversified funding sources, manages assets with liquidity in mind, and
monitors liquidity on a regular basis.

The table below summarises the maturity profile of the group’s assets and labilities. Except for investments
carrded at fair value through profit or loss, investment in associates, available for sale investments and
investment properties, the maturities of assets and liabilities have been determined on the basis of the remaining
petiod from the balance sheet date to the contractual matority date. The marurity profile for investments carried
at fair value through profit or loss, investment in associates, available for sale investments and investment
properties is determined based on management’s estimate of liguidation of those investments.

Maturity profile of all assets aqd liabilities at 31 December 2011 and 2010;

1-5 Over
1 year years 5 years Total
KD KD KD KD

At 31 December 2011
ASSETS
Cash and cash equivalents 8,233,732 - 8,233,732
Investment at fair vaiue through profit or loss 1,785,273 - - 1,785,273
Investment in sukuk 1,844,684 4,327,841 - 6,172,525
Accounts receivable and cther assets 22,912,955 3,025,596 - 25,938,551
Available for sale investments - 21,183,160 - 21,183,160
Invesiment in associates - 6,451,493 - 5,451,493
Investment properiies 64,024,436 5,320,547 - 72,345,033
Property and equipment - - 959,021 959,021
Goodwill - 90,332 90,332

98,801,130 43,308,637 1,049,353 143,159,120
LIABILITIES
Accounts payable and other liabilities 21,055,788 459,820 - 21,515,619
Borrowings 21,450,368 26,330,308 - 47,780,678
Bonds payable 13,320,000 - - 13,320,000
Employees’ end of service indemnity - - 463,455 463,485

55,826,167 26,790,128 463,455 83,079,750
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30.4 Liguidity risk (continued)
1-5 Over
1 year years £ years Total

KD KD KD KD
At 31 December 2010
ASSETS
Cash and cash equivalents 19,078,995 - - 12,078,895
Investment at fair value through profit or loss 15,145,525 - - 15,145,525
Investment in sukuk - 6,177 737 - 8,177,737
Accounts receivable and other assets 22,749,791 12,727 101 - 35,476,892
Available for sale investments - 26,555,636 26,555,836
Investment in associates - 6,842 401 - 5,942 401
Investment properties 89,096,478 - 89,096,476
Property and equipment - 1,075,406 1,075,406
Goodwill and intangibie assets - 80,332 £0,332

56,974 311 141,499,351 1,165,738 199,638,400
LIABILITIES
Accounts payable and other liabilities 21,063,985 1,528,658 - 22,592,653
Borrowings 18,818,953 29,610,428 - 48,422,381
Bonds payable 20,000,600 13,320,000 - 33,320,000
Employees’ end of service indemnity - - 454 8186 454,816
59,882,948 44 459 086 454 816 104,795,850
The contractual maturity of financial liabilides based on undiscounted cash flows are as follows:
Upto1 1-3 3-12 Over
month Months months i Year Total
KD KD KD KD KD

31 December 2011
Financial liabilities
Accounts payable and other liabiiities - 21,055,799 459320 21,515,619
Borrowings 4,071,549 19,644,399 29,448,438 53,164,386
Bonds payable 354,675 13,896,550 - 14,251,225
Empleyees’ end of service indemnity - - 463,455 483,455

4,426,224 54,596,748 30,371,712 89,294,685
31 December 2010
Financial liabilities
Accounts payable and other liabiliffes - 21,063,995 1,628,658 22,592,653
Borrowings 2,363,898 19,018,870 32,287,938 53,670,708
Bonds payable - 21,996,755 14,473,100 36,489,855
Employees' end of service indemnity - - T 454 816 454 8186

2,363,898 62,079,620 48,744 512 113,188,030
31 Capital risk management

The Group's objectives when managing capital are to safeguard the Group's ability to continue as a going
concetn in order to provide returns for shareholders and benefits for other stakeholders and to maintain an
optimal capital scructure to reduce the costs of capital.

The group manages the capital structure and makes adjustments in the light of changes in economic
condidons and risk charactedstics of the underlying assets. In order to maintain or adjust the capital swucture,
the group may adjust the amount of dividends paid to shareholders, buy back shares, issue new shares or sell

assets to reduce debt.

Thete were no changes'in the Group’s approach to capital management during the year as compared to the
previous year. The capital structure of the Group consists of the following:
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31 Capital risk management (continued)
2011 2010
KD KD

Borrowings {refer note 22) 47 780,676 48,429 381
Bonds payabie (refer note 23) 13,320,000 33,320,000
Less: Cash and cash equivalents (refer note 14) (8,233,732) {19,078,995)
Net debt 52,866,244 62,670,386
Total equity 60,079,370 94,842 550
Total Capital 112,946,314 157,612,936

In order to maintain or adjust the capital structure, the Group monitors capital on the basis of gearing ratio.
The ratio is calculated as net debr divided by total capital. Net debt is calenlated as total borrowings less cash
and cash equivalents, Total capital is caleulated as equity as shown in the consolidated statement of financial
position plus net debt.

2011 2010
KD KD

Net debt 52,866,944 62,670,386
Total capital 112,946,314 157,612,838
Gearing ratio 47% 40%
32 Contingent liabilities and commitments

2011 2010

KD KO
Bank guarantees issued 43,000 58,050
Uncalied instalment for financial investments 997,777 1,061,386
Capital commitment related to intangible asset 1,365,308 1,350,378

33 Assets under management

The Group manages mutual funds, portfolios on behalf of its major sharcholders, other related parties and
outsiders, and malntains securities in fiduciary accounts which are not reflected in the Group's statement of
financial posidon. Assets under management at 31 December 2011 amounted to KID73209140 (31
December 2010: KI028,373,000) of which assets managed on behalf of its related parties amounted to
KID10,000,000 (31 December 2010 : KID10,000,060).

During the year total fees earned by the group from assets under management amounted to IKI255,421 (2010;
KD32,262)

34 Proposed dividend

The Board of Directors proposed not to distribute any dividend for the year ended 31 December 2011. This
proposal is subject to the approval of the general assembly of the shareholders. No dividends were
distributed for the year ended 31 December 2010,

35 Comparative amounts
Cerrain comparative amounts have been reclassified to conform to the presentation in the current year. Such
reclassification does not affect previously reported net assets, net equity and net results for the year or net

increase in cash and cash equivalents.



