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Replicating our success In

other markets, ’



Overview

Mabanee’s primary objective is to create sustainable
long-term value for shareholders from development in
Kuwait and across the region.

Our strategy aims to create value by developing quality

real estate in attractive locations. The key elements of

the strategy are:

e Develop mixed use real estate that includes retail,
office, residential and hospitality components in
regional markets

e Own the majority of the retail and office properties as
investment properties (land and buildings) to ensure
a steady cashflow for the company

e Explore opportunities across the value chain

¢ In the medium term, the Company will be cautious in
its growth and look for attractive opportunities in the
region

The execution of our strategy focuses on:

e Securing greenfield land at strategic locations by
partnering with leading entities across the Middle East

* Developing high-quality assets with long-term leases
and attractive demand/supply profiles

e Leveraging our strategic relationships with major
retailers to create value in our retail developments.
This is expected to create value in the surrounding
land, which we will capitalize on

e Attracting a high caliber, experienced and
well-rounded team with an entrepreneurial spirit

Growth story

Going forward, the company is looking to expand its
presence in Kuwait and in other markets. In Kuwait, we
are proceeding with Phase Il of the Avenues. We will,
of course, stage this expansion in light of the market
dynamics. The Avenues model has proven to be a success
and Mabanee is looking to replicate this success in other
markets. Our strategic relationships allow us to build on
this success not only in commercial development but
also in residential, office and hospitality offerings.






FINANCIAL HIGHLIGHTS

Mabanee achieved a profit of KD 6.2 million in 2008 compared to KD 21.8 million in 2007. The decline in net

profit was due to the provision taken on impairment of the investment securities. Profit from operations, on the
other hand, grew by more than 100% on the back of the growth in our investment properties.

The board has approved recommending to the annual general assembly a distribution in the form of a share
grant of 10% (10 shares for every 100 shares).

The exhibit below summarizes the key financial figures for 2008.

OPERATING PROFIT (KD Million)

2008 22.1
2007 10.7

2006 9.4

BOOK VALUE (Fils)

2008 234

2007 256

2006 208

RETURN ON AVERAGE EQUITY

2008 6.5%

2007 26.9%

2006 15.8%
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The Shareholders of
Mabanee Company S.A.K. (Closed) and subsidiaries

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Mabanee Company
S.AK. (Closed) (“the Company”) and its subsidiaries (together referred to as “the Group”), which
comprise the consolidated balance sheet as at 31 December 2008, and the consolidated income
statement, consolidated statement of changes in equity and consolidated cash flow statement
for the year then ended, and a summary of significant accounting policies and other explanatory
notes.

Management’s Responsibility for the Consolidated Financial Statements

The management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards. This
responsibility includes: designing, implementing and maintaining internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

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

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

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



Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Group as of 31 December 2008, and of its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Report on Other Legal and Regulatory Requirements

Furthermore in our opinion proper books of account have been kept by the Company and the
consolidated financial statements are in accordance therewith. We further report that we obtained
all the information and explanations that we required for the purpose of our audit and that the
consolidated financial statements incorporate all information that is required by the Commercial
Companies Law of 1960, as amended, and by the Company’s Articles of Association, that an
inventory was duly carried out and that, to the best of our knowledge and belief, no violations of
the Commercial Companies Law of 1960, as amended or the Articles of Association have occurred
during the year ended 31 December 2008 that might have had a material effect on the business of
the Group or on its financial position, except that the Company holds certain direct investment in
shares in violation of its Articles of Association.

Waleed A. Al-Osaimi Jassim Ahmad Al-Fahad
License No 68-A License No. 53-A

Ernst & Young Al-Fahad & Co.
Al-Aiban, Al-Osaimi and partners Deloitte & Touche

30 March 2009

Kuwait
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_ (Restated)

2008

Non-current assets

Property, plant and equipment 12,283,528 28,802,935
Investment properties 145,396,931 100,652,722
Investments in associates 16,366,187 15,423,571
Available for sale investments 25,503,740 12,663,729

Current assets

Investments carried at fair value through income statement 9 762,916 29,062,416
Accounts receivable and prepayments 10 6,489,002 4,717,373
Cash and bank balances 24,016,539 3,916,019

TOTAL ASSETS _ 230,818,843 195,238,765

EQUITY AND LIABILITIES

Equity

Share capital 12 41,745,000 36,300,000
Statutory reserve 13 8,513,318 7,856,133
General reserve 14 8,513,318 7,856,133
Treasury shares 15 (2,300,079) -
Treasury shares reserve 15 4,634,120 4,634,958
Fair value reserve (118,980) (805,551)
Retained earnings 36,621,400 37,155,501

Total equity [ | 97608097 92,997,174

Non-current liabilities

Provision for staff indemnity 283,704 105,125
Other non-current liabilities 16 9,112,790 9,227,658
Long-term loans 40,778,558 37,857,145

Current liabilities

Bank overdrafts 11 3,469,769 6,538,550
Short-term loans 18 62,714,286 26,364,284
Trade and other payables 16,851,639 22,148,829

Total liabilities _ 133,210,746 102,241,591

Total equity and liabilities _ 230,818,843 195,238,765

.

—

Mohammed Abdulaziz Alshaya
Chairman & Managing Director

The accompanying notes 1 to 29 form an integral part of these consolidated financial statements.



Investment properties revenue 20a 36,311,961 18,868,216
Investment properties expenses (5,588,338) (3,905,386)
Depreciation (2,528,218) (1,572,402)
Finance costs (6,068,117) (2,658,981)
Profit from operations 22,127,288 10,731,447
Net (loss) gain from investments 20b (13,484,752) 14,204,903
Other income 499,666 128,116
General and administrative expenses (2,296,131) (2,201,317)
Share of results from associate 7 (274,225) -
Impairment in value of investment in an associate - (258,442)

Profit before contribution to Kuwait Foundation for the
Advancement of Sciences (“KFAS”), National Labour 6,571,846 22,604,707

Support Tax (“NLST”), Zakat and Directors’ fees

Contribution to KFAS (59,147) (203,442)
Contribution to NLST (130,307) (532,296)
Zakat contribution (52,123) (13,012)
Director’s fees (105,000) (105,000)

Profit for the year | e225209] 21750957
Basic and diluted earnings per share 14.93 Fils 52.19 Fils

The accompanying notes 1 to 29 form an integral part of these consolidated financial statements.
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- 00000o0o0o0o0o0o0o0o0o0o0O0o@o|@0O0O@o| Restate
I N 2007
CASH FLOW FROM OPERATING ACTIVITIES

Profit for the year before contribution to KFAS, NLST, Zakat and Directors’ 6,571,846 22,604,707
fees

Adjustments for:

Depreciation 2,601,240 1,619,478
Provision for staff indemnity 191,655 55,270
Net loss (gain) from investments 13,484,752 (14,204,903)
Share of results from associate 274,225 -
Impairment in value of investment in an associate - 258,442
Gain on sale of property, plant and equipment (3,020) (800)
Finance costs 6,068,117 2,658,981
29,188,815 12,991,175

Movements in working capital
Accounts receivable and prepayments (1,615,048) 1,320,254
Trade and other payables (6,055,415) 10,734,787
Other non-current liabilities (114,868) 9,227,658
Cash generated from operations 21,403,484 34,273,874
Staff indemnity paid (13,076) (149,399)
Finance cost paid (5,030,863) (2,658,981)
KFAS, NLST, and Zakat paid (625,606) (329,92¢4)
Net cash generated from operating activities 15,733,939 31,135,568

CASH FLOW FROM INVESTING ACTIVITIES

Purchases of property, plant and equipment (30,855,935) (50,055,487)
Proceeds from sale of property, plant and equipment 32,913 800
Purchase of investments in associates (1,216,841) (10,200,885)
Purchase of investments carried at fair value through income statement (409,429) (2,526,257)
Purchases of available for sale investments (15,722,543) (9,021,732)
Proceeds from sale of investments carried at fair value through income

statement 7,878,137 11,099,343
Proceeds from sale of available for sale investments 9,341,431 3,657,145
Interest income received - 101,228

Dividend income received on investments carried at fair value through

income statement 577,366 808,511
Dividend income received on available for sale investments 839,765 970,998
Net cash used in investing activities (29,535,136) (55,166,336)

(Countinued)



- 00000o0o0o0o0o@bp00oF ] Restated
N N 2007

CASH FLOWS FROM FINANCING ACTIVITIES

Purchases of treasury shares (2,593,618)

Proceeds from sale of treasury shares 292,701 2,835,968
Term loans repaid (19,528,585) (659,171)
Term loans obtained 58,800,000 23,450,000
Dividends paid - (3,767)
Net cash generated from financing activities 36,970,498 25,623,030
Net increase in cash and cash equivalents 23,169,301 1,592,262
Cash and cash equivalents at 1 January (2,622,531) (4,214,793)
CASH AND CASH EQUIVALENTS AT 31 DECEMBER " 20,546,770 (2,622,531)

The accompanying notes 1 to 29 form an integral part of these consolidated financial statements.



1. ESTABLISHMENT AND PRINCIPAL ACTIVITIES

Mabanee Company S.A.K. (Closed) (“the Company”) is a Kuwaiti Shareholding Company (Closed)
established and registered in Kuwait in 1964. The Company and its subsidiaries (together referred
to as “the Group”) are engaged in the manufacture and erection of pre-cast buildings, other
construction work and the installation of sanitary, mechanical, electrical and other equipment
that relates to the construction industry. It is also engaged in real estate investment and surplus
funds are invested in portfolios managed by specialised firms. The Company is listed on the
Kuwait Stock Exchange.

The Company is an associated company of Alshaya United Company W.L.L.
The registered address of the Company is P.O. Box 5132, Safat 13052, Kuwait.

These consolidated financial statements were approved for issuance in accordance with a
resolution of the Board of Directors on 30 March 2009.

2.ADOPTION OF NEW AND REVISED STANDARDS

2.1 Standards and Interpretations effective in the current period

In the current year, the Group has adopted Amendments to IAS 39: Financial Instruments
(Recognition and Measurement) and IFRS 7: Financial Instruments (Disclosures).

On 13 October 2008, IASB approved and published amendments to IAS 39 and IFRS 7 to allow
reclassifications of certain financial instruments held for trading to either held to maturity, loans
and receivables or available for sale categories with effect from 1 July 2008. Any reclassification
made in periods beginning on or after 1 November 2008 takes effect from the date the
reclassification was made.

As a result, the Group adopted the amendments and reclassified certain investments held for
trading with a fair value of KD 23,794,610 to the ‘available for sale’ category with effect from 1
July 2008 as these investments are no longer held for the purpose of selling or repurchasing
in the near term due to the impact of the global financial crisis on the local and regional equity
markets.

The Group has recorded impairment losses of KD 13,372,696 in respect of the reclassified
investments in the consolidated income statement due to the significant decline in the value of
these investments subsequent to the reclassification date. Had the Group not implemented the
amendments to IAS 39, the decline in the fair value of the reclassified investments would have
been recorded in the consolidated income statement as unrealised losses.

2.2 Standards and Interpretations in issue not yet adopted
At the date of authorisation of these consolidated financial statements, the following Standards

and Interpretations were in issue but not yet effective:

* |AS 1 Presentation of financial statements (Revised) Effective for annual periods beginning
on or after 1 January 2009

e |[FRS 8 Operating segments Effective for annual periods beginning
on or after 1 January 2009

¢ |[FRS 3 (Revised 2008): Business combinations

& IAS 27 [ Amended 2008) Consolidated and

separate financial statements Effective for annual periods beginning
on or after 1 July 2009
¢ |AS 23 (Revised 2007) Borrowing costs statements Effective for annual periods beginning

on or after 1 January 2009
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2. ADOPTION OF NEW REVISED STANDARDS (continued)

2.2 Standards and Interpretations in issue not yet adopted (continued)

The adoption and application of these Standards and Interpretations will be made in the
consolidated financial statements when these Standards and Interpretations become effective
and they are not expected to have a material impact on the consolidated financial statements of
the Group, with the exception of the adoption of IAS 1 and IFRS 8 which will result in additional
presentation and disclosure requirements.

3. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards and interpretations issued by the International Financial Reporting
Interpretations Committee, and applicable requirements of Ministerial Order No. 18 of 1990.

Basis of preparation

The consolidated financial statements are prepared under the historical cost convention modified
to include the measurement at fair value of investments carried at fair value through income
statement and available for sale investments.

The consolidated financial statements have been presented in Kuwaiti Dinars ("KD").
Changes in accounting policies

The accounting policies used in the preparation of the consolidated financial statements are
consistent with those used in the previous year, except as discussed in the following paragraphs:

Arrangement fees:

During the year ended 31 December 2008, the Group’s management changed the accounting policy
for the treatment of arrangement fees received from investors. Until the year ended 31 December 2007,
the Group recognised arrangement fees over the contract term. The Group has changed the policy and
the arrangement fees are now recognised when due. The management believes that the new treatment
is preferable as it most faithfully represents the nature of the fees, which is non refundable, charged on
signing of the investment agreement and for which no further services are required to be performed
by the Group. The change in accounting policy has been accounted for retrospectively, resulting in the
restatement prior year's profit and equity by KD 3,445,270. No restatement of retained earnings is required
as no arrangement fees were earned in periods prior to 1 January 2007.

Presentation of the consolidated income statement:

During the year ended 31 December 2008, the Group’s management changed the analysis of
expenses in the consolidated income statement from ‘nature of expenses’ to ‘function of expenses’ to
improve the quality of information presented. Comparative amounts have been reclassified accordingly.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company [its subsidiaries) up to 31 December 2008 (see Note 23). Control is achieved
where the Group has the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities.

The subsidiaries are consolidated from the date on which control is transferred to the Group and cease
to be consolidated from the date on which control is transferred out of the Group. Where there is a loss
of control of a subsidiary, the consolidated financial statements include the results for the part of the
reporting year during which the Group has control.



3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The financial statements of the subsidiaries are consolidated on a line-by-line basis by adding together
like items of assets, liabilities, income and expenses.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies in line with those used by other members of the Group.

All inter-group balances and transactions, including unrealised profits arising from intra-group
transactions, are eliminated in full. Unrealised losses are eliminated unless costs cannot be recovered.

Thefinancial statements of the subsidiaries are prepared for the year ended 30 November using consistent
accounting policies. Adjustments are made for the effect of any significant event or transactions occurring
in the month following the year end of the subsidiaries and 31 December.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Cost includes the purchase price and directly associated costs
of bringing the asset to a working condition for its intended use. Depreciation is calculated based
on the estimated useful lives of the applicable assets on a straight-line basis. Maintenance
and repairs, replacements and improvements of minor importance are expensed as incurred.
Significant improvements and replacements of assets are capitalised. Gains and losses on
retirement or disposal of assets are included in the consolidated income statement.

Properties in the course of construction for production, rental or administrative purposes, or
for purposes not yet determined, are carried at cost, less any recognised impairment loss. Cost
includes professional fees and, for qualifying assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for their intended use.

Investment properties

Investment properties represent properties held to earn rentals and/or for capital appreciation
and are initially recorded at cost. Depreciation is calculated on a straight-line basis over the
estimated useful lives of investment properties other than freehold land which is deemed to have
an indefinite life. The carrying amounts are reviewed at each balance sheet date on an individual
basis to assess whether they are recorded in excess of their recoverable amount. Provisions for
impairment losses, if any, are made where carrying values exceed the recoverable amount.

Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary
nor an interest in a joint venture. Significant influence is the power to participate in the financial and
operating policy decisions of the investee but is not control or joint control over those policies.

The results and assets and liabilities of associates are incorporated in these consolidated financial
statements using the equity method of accounting. Under the equity method, investments in associates
are carried in the consolidated balance sheet at cost as adjusted for post-acquisition changes in the
Group’s share of the net assets of the associate, less any impairment in the value of individual investments.
Losses of an associate in excess of the Group’s interest in that associate are not recognised, unless the
Group has incurred legal or constructive obligations or made payments on behalf of the associate.

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

Where a Group entity transacts with an associate of the Group, profits and losses are eliminated
to the extent of the Group’s interest in the relevant associate.

22
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3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Available for sale investments

Investments designated as available for sale investments are initially recorded at cost and
subsequently measured at fair value, unless this cannot be reliably measured. Changes in fair
value are reported as a separate component of equity. Upon impairment or derecognition, any
gain or loss previously reported in “fair value reserve” within equity is included in the consolidated
income statement for the period.

Investments carried at fair value through income statement

Investments carried at fair value through income statement include financial assets held for
trading and financial assets designated upon initial recognition as at fair value through income
statement. Financial assets are classified as held for trading if they are acquired for the purpose
of selling in the near term. Financial assets are designated at fair value through income statement
if they are managed and their performance is evaluated on reliable fair value basis in accordance
with documented investment strategy.

Afterinitial recognition, investments carried at fair value through income statement are remeasured
at fair value with all changes in fair value recognised in the consolidated income statement.

Trade and settlement date accounting

All “regular way” purchases and sales of financial assets are recognised on the trade date, i.e.
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.

Fair value

The fair value of financial assets and liabilities traded in recognised financial markets is their
quoted market price, based on the current bid price. For all other financial assets or liabilities
where there is no quoted market price, a reasonable estimate of fair value is determined by
reference to the current fair value of another instrument that is substantially the same; recent
arm'’s length market transactions, discounted cash flow analysis or earnings multiplier, etc.

The fair value of interest-bearing items is estimated based on discounted cash flows using interest
rates for items with similar terms and risk characteristics.

For investments in unquoted equity instruments, where a reasonable estimate of fair value cannot
be determined, the investment is carried at cost.

Accounts receivable

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

Cash and cash equivalents

For the purpose of the consolidated cash flow statement, cash and cash equivalents consist of
cash and bank balances and short term deposits with an original maturity of three months or less,
net of outstanding bank overdrafts.



3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Treasury shares

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

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

Provision for staff indemnity

Provision is made for staff indemnity which is payable on completion of employment. The
provision is calculated in accordance with Kuwait Labour Law based on employees’ salaries and
accumulated periods of service or on the basis of employment contracts, where such contracts
provide extra benefits. The provision, which is unfunded, is determined as the liability that would
arise as a result of the involuntary termination of staff at the balance sheet date, on the basis that
this computation is a reliable approximation of the present value of this obligation.

Bank borrowings

Interest-bearing bank loans are initially measured at fair value, and are subsequently measured
at amortized cost, using the effective interest rate method. Any difference between the proceeds
(net of transaction costs) and the settlement or redemption of borrowings is recognized over the
term of the borrowings in accordance with the Group’s accounting policy for borrowing costs (see
below).

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction, or production of qualifying
assets which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. All other borrowing costs are recognised in the
consolidated income statement in the period in which they are incurred.

Trade payables

Liabilities are recognised for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the
Group and revenue can be reliably measured.

Dividend income

Dividend income from investments is recognised when the shareholder’s right to receive payment
has been established.

Interest income

Interest income is recognised using the effective interest rate method by reference to the principal
outstanding and the interest rate applicable.



25

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Leasing
The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the
relevant lease.

The Group as lessee

Operating lease payments are recognised as an expense on a straight-line basis over the lease
term, except where another systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed. Contingent rentals arising under
operating leases are recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis, except where another systematic basis is more representative of
the time pattern in which economic benefits from the leased asset are consumed.

Translation of foreign currencies

The functional currency of the Group is Kuwaiti Dinars ("KD"). Transactions denominated in
foreign currencies are translated into KD at rates of exchange prevailing at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are retranslated into KD at
rates of exchange prevailing at the balance sheet date. The resultant exchange differences are
taken to the consolidated income statement.

Impairment of non-financial assets

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

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

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than
its carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset
(cash-generating unit) is increased to the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (cash-generating unit] in
prior years. A reversal of an impairment loss is recognised immediately in the consolidated
income statement.



3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets

An assessment is made at each balance sheet date to determine whether there is objective
evidence that a specific financial asset may be impaired. If such evidence exists, any impairment
loss is recognised in the consolidated income statement. Impairment is determined as follows:

(a) For assets carried at fair value, impairment is the difference between cost and fair value, less
any impairment loss previously recognised in the consolidated income statement;

(b) For assets carried at cost, impairment is the difference between carrying value and the present value
of future cash flows discounted at the current market rate of return for a similar financial asset;

(c) For assets carried at amortised cost, impairment is the difference between carrying amount
and the present value of future cash flows discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables where the carrying amount is reduced
through the use of an allowance account. When a trade receivable is uncollectible, it is written
off against the allowance account. Changes in the carrying amount of the allowance account are
recognised in the consolidated income statement.

With the exception of available for sale investments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment was recognised, the previously recognised impairment loss is reversed through
the consolidated income statement to the extent that the carrying amount of the investment at the
date the impairment is reversed does not exceed what the amortised cost would have been had
the impairment not been recognised. In respect of available for sale investments, any increase in
fair value subsequent to an impairment loss is recognised directly in equity.

Derecognition of financial assets and liabilities

A financial asset (in whole or in part) is derecognised either when: the rights to receive the cash
flows from the asset have expired; the Group has transferred its right to receive cash flows from
the assets or has assumed an obligation to pay them in full without material delay to a third party
under a * ‘pass through’ arrangement; or Group has transferred its rights to receive cash flows
from the asset and either (a) has transferred substantially all the risks and rewards of the asset,
or (b) has neither transferred or retained substantially all the risks and rewards of the asset,
but has transferred control of the asset. Where the Group has transferred its right to receive
cash flows from an asset and has neither transferred not 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.

A financial liability is derecognised when the obligation specified in the contract is discharged,
cancelled or expired. When an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is
recognised in consolidated income statement.

Offsetting

Financial assets and liabilities are offset when the Group has a legally enforceable right to
offset and intends to settle either on a net basis or to realise the asset and settle the liability
simultaneously.

Contribution to Kuwait Foundation for the Advancement of Sciences

The Company is legally required to contribute to the Kuwait Foundation for the Advancement of
Sciences ("KFAS”). The Company’s contributions to KFAS are recognized as an expense in the
period during which the Company’s contribution is legally required.
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3.SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Zakat

Effective 10 December 2007, the Company has provided for Zakat in accordance with the
requirements of Law No. 46 of 2006. The Zakat charge calculated in accordance with these
requirements is charged to the consolidated income statement.

Contingencies

Contingent liabilities are not recognised in the consolidated balance sheet, but are disclosed
unless the possibility of an outflow of resources embodying economic benefits is remote.

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

4.CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of the consolidated financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses,
assets and liabilities, and the disclosure of contingent liabilities, at the reporting date. However,
uncertainty about these assumptions and estimates could result in outcomes that could require a
material adjustment to the carrying amount of the asset or liability affected in the future.

Classification of investments
Classification of investments is based on management’s intention at acquisition and requires
considerable judgment.

Investment properties revenue

The Group has entered into investment agreements for leased units on its investment properties.
Income under these agreements is a combination of arrangement fees, rentals, recovery of
certain expenses, and maintenance fees. The methods of revenue recognition relating to fees
arising under these agreements require judgment within the context of International Accounting
Standard 18 - Revenue.

Impairment of receivables

The Group’s management reviews periodically items classified as receivables to assess whether a
provision for impairment should be recorded in the consolidated income statement. Management
estimates the amount and timing of future cash flows when determining the level of provisions
required. Such estimates are necessarily based on assumptions about several factors involving
varying degrees of judgement and uncertainty.

Impairment of investments

The Group treats available for sale equity investments as impaired when there has been a
significant or 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
judgement.

Impairment of property, plant and equipment and investment properties

Management assesses the impairment of property, plant and equipment and investment
properties whenever events or changes in circumstances indicate that the carrying value may not
be recoverable.



4.CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

(CONTINUED)

Factors that are considered important which could trigger an impairment review include the

following:

e significant decline in the market value beyond that which would be expected from the passage
of time or normal use

e significant changes in the technology and regulatory environments

e evidence from internal reporting which indicates that the economic performance of the asset
is, or will be, worse than expected.

Depreciation of property, plant and equipment and investment properties

Management assigns useful lives to property, plant and equipment and investment properties
based on the intended use of assets and the economic lives of those assets. Subsequent changes
in circumstances such as technological advances or prospective utilisation of the assets concerned
could result in the actual useful lives differing from initial estimates.

5. PROPERTY, PLANT AND EQUIPMENT

Fixture, office

equipment and Tools R

prefabricated IO tor under

site buildings vehicles development

| w ] w [ w [ ko |

Cost
At 1 January 2008 528,374 42,132 28,414,515 28,985,021
Additions 266,314 14,195 30,575,426 30,855,935
Transfer to investment properties (Note 6) - - (47,264,633) (47,264,633)
Disposals (55,177) - - (55,177)
At 31 December 2008 739,511 56,327 11,725,308 12,521,146
Accumulated depreciation
At 1 January 2008 148,608 33,478 - 182,086
Charge for the year 76,997 3,819 - 80,816
Relating to disposals (25,284) - - (25,284)
At 31 December 2008 200,321 37,297 - 237,618
Carrying amount at 31 December 2008 539,190 19,030 11,725,308 12,283,528
Annual depreciation rates 13.3% - 25% 10% - 20% =

Property under development represents costs incurred in the constructing of “The Avenues”
commercial complex. The project is carried under property, plant and equipment until the
construction is completed. Upon completion, such costs are transferred to investment properties.
During the year, KD 384,847 (31 December 2007: KD 1,562,868) of borrowing costs relating to the
project has been capitalised within the total costs.
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5. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Transfer to investment
properties (Note 6)

Disposals

At 31 December 2007
Accumulated depreciation
At 1 January 2007

Charge for the year

Transfers to investment
properties (Note 6)

Relating to disposals
At 31 December 2007

Carrying amount at 31
December 2007

Annual depreciation rates

Buildings and
CEL

Cost
At 1 January 2007
Additions

Fixture, office
equipment and
prefabricated
site buildings

Tools and
motor vehicles

Property
under

development

1,928,527 317,005 54,383 70,691,135 72,991,050
= 211,369 = 52,964,687 53,176,056

(741,231) - = (95,241,307) (95,982,538)
(1,187,296) - (12,251) - (1,199,547)
- 528,374 42,132 28,414,515 28,985,021
1,259,560 104,779 42,460 = 1,406,799
= 43,829 3,269 = 47,098

(72,264) = S = (72,264)
(1,187,296) - (12,251) - (1,199,547)
= 148,608 33,478 = 182,086

- 379,766 8,654 28,414,515 28,802,935

6. INVESTMENT PROPERTIES

I N BTN

Cost
At 1 January

13.3% - 25%

Transfer from property, plant and equipment (Note 5)

At 31 December
Accumulated depreciation
At 1 January

Charge for the year

Transfer from property, plant and equipment (Note 5)

At 31 December
Carrying amount

Annual depreciation rates

10% - 20%

102,412,866 6,430,328
47,264,633 95,982,538
149,677,499 102,412,866
1,760,144 115,500
2,520,424 1,572,380

s 72,264

4,280,568 1,760,144
145,396,931 100,652,722

2% - 3.33%

2% -3.33%

Management has estimated the economical useful life for the Avenues Mall to be 50 years.

The fair value of the investment properties at the balance sheet date was estimated by an
independent valuer to be KD 342,721,140 (2007: KD 258,938,200).



7. INVESTMENTS IN ASSOCIATES

Details of the Group’s Associates at 31 December are as follows:

Place of
Principal incorporation Ownership interest and voting
Name of associate activity and operation power
2008 2007
% %
Al-Rai Logistica K.S.C. (Closed) Warehousing Kuwait 47.67% 44.78 %
facilities,
construction
and
management
Injaz Real Estate Building Company W.L.L. Real estate Kuwait 40% 40%
development
and
investments

| | | o 2007
KD KD

Balance at 1 January 15,423,571 5,481,128
Additions 864,500 10,200,885
Share of results in an associate (274,225) -
Impairment in value of investment in an associate - (258,442)

16,013,846 15,423,571
Goodwill 352,341 -
Balance at 31 December 16,366,187 15,423,571

Up to the date of the Group’s Board of Directors” approval of the consolidated financial statements,
the financial statements of Al-Rai Logistica K.S.C for the year ended 31 December 2008 have not
been issued; accordingly, no share of results have been accounted for in the consolidated financial
statements for the current year. Management is of the opinion that the associate’s results are not
significant to the Group’s result. The share of results of loss of KD 274,225 represents the share
of loss recorded in the associate for the year ended 31 December 2007.

Summarised financial information in respect of the Group’s share in the financial statements of
the associates as at and for the year-ended 31 December is as follows:

Share in assets - 18,292,248
Share in liabilities - (2,278,402)
Share in revenue - 183,249

o (274,225)

Share of associate’s loss
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8. AVAILABLE FOR SALE INVESTMENTS

0000000000 | oom 2007

Quoted local equities 18,965,626 8,325,003
Unquoted local equities 1,058,424 1,130,059
Unquoted foreign equities 5,479,690 3,208,667

25,503,740 12,663,729

At 31 December 2008 certain investments amounting to KD 4,602,685 (31 December 2007:
KD 3,262,793) were carried at cost, due to the lack of an active market or other reliable measure
of their fair values.

During the year, certain quoted local equities were reclassified from investments carried at
fair value through income statement due to implementation of amendments to IAS 39 Financial
Instruments: Recognition and Measurement and IFRS 7 Financial Instruments: Disclosures (see
Note 2 and Note 9). As at 31 December 2008, the carrying value of the reclassified investments
amounted to KD 13,507,037. The unrealised gain of the reclassified investments for the period from
1 January 2008 to 30 June 2008 amounted to KD 2,586,874 is included as “net gain on revaluation
of investments carried at fair value through income statement (Note 20b).

9. INVESTMENTS CARRIED AT FAIR VALUE THROUGH INCOME STATEMENT

0000000000000 | 2008 2007

Held for trading:
Quoted local equity shares 762,916 29,062,416

During the year, certain investments were reclassified to available for sale investments due to
implementation of amendments to IAS 39 Financial Instruments: Recognition and Measurement
and IFRS 7 Financial Instruments: Disclosures (see Note 8).

10. ACCOUNTS RECEIVABLE AND PREPAYMENTS

Trade receivables 3,516,835 1,811,753
Advances to contractors 199,507 1,519,925
Other receivables 815,268 659,144
Prepaid expenses 1,277,984 519,453
Current account with an associate (Note 21) 679,408 207,098

6,489,002 4,717,373




11. CASH AND CASH EQUIVALENTS

Cash and cash equivalents included in the consolidated cash flow statement include the following
balance sheet amounts:

Cash and current accounts balances 4,298,242 3,916,019
Short-term deposits 19,718,297 -
Cash and bank balances 24,016,539 3,916,019
Bank overdrafts (3,469,769) (6,538,550)

20,546,770 (2,622,531)

Short term deposits bear interest rate at commercial rates of 6.5% (2007: Nil) per annum.

The bank overdrafts have a maximum limit of KD 14 million and carry an interest rate ranging
between 1% to 2.25% (2007: 1% to 1.5%) over the Central Bank of Kuwait discount rate per
annum.

12. SHARE CAPITAL

Authorised, issued and fully paid up share capital consists of 417,450,000 shares of nominal value
100 fils each (2007: 363,000,000 shares of nominal value 100 fils each).

13. STATUTORY RESERVE

In accordance with the Commercial Companies’ Law and the Company’s Articles of Association,
10% of the profit for the year before KFAS, NLST, Zakat and Directors’ fees is to be transferred
to statutory reserve until this reserve reaches a minimum of 50% of share capital. Distribution of
this reserve is limited to the amount required to enable the payment of a dividend of 5% of share
capital in years when retained earnings are not sufficient for payment of such dividend.

14. GENERAL RESERVE

In accordance with the Company’s Articles of Association, 10% of the profit for the year before
KFAS, NLST, Zakat and Directors’ fees has been transferred to the general reserve. This transfer
may be discontinued by a resolution adopted by the ordinary assembly as recommended by the
Board of Directors. There are no restrictions on distributions from the general reserve.

15.TREASURY SHARES

| 2008 | 2007 |
Number of own shares 1,782,500 -
Percentage of issued shares 0.43% -

| |
Book value (KD) 2,300,079 -
Market value (KD) 1,051,675 -

Reserves equivalent to the cost of purchase of the treasury shares have been earmarked as
non-distributable in the Company.
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16. OTHER NON-CURRENT LIABILITIES

Security deposits

Revenue received in advance

17. LONG-TERM LOANS

_ (Restated)
2008 2007

9,112,790 7,713,678
- 1,513,980
9,112,790 9,227,658

Long-term loans include the following loans payable to local banks:

I T 2007

Unsecured KD loan to the Company carries interest at a rate
of 2% per annum over the Central Bank of Kuwait discount
rate. The balance is repayable on 31 January 2010. The total
available facility is KD 20,000,000.

Unsecured KD loan to the Company carries interest at a rate
of 1.25% per annum over the Central Bank of Kuwait discount
rate. The balance is transferred to short term loans since it is

repayable on 3 September 2009 (see Note 18-c).

Unsecured KD loan in the books of the subsidiaries carries
interest at a rate of 1.25% per annum over the Central Bank
of Kuwait discount rate. The balance is repayable in 21
equal quarterly instalments with last instalment due on 18
November 2012. The total available facility is KD 30,000,000
(see Note 18-g].

Unsecured KD loan to the Company carries interest at a rate
of 1.25% per annum over the Central Bank of Kuwait discount
rate. The balance is repayable on 31 January 2010. The total
available facility is KD 5,000,000.

18,800,000 =
- 15,000,000
17,142,857 22,857,145
4,835,701
40,778,558 37,857,145




18. SHORT-TERM LOANS

Short-term loans include the following loans payable to local banks:

] oo 2007
Unsecured loan to the Company carries interest at a rate of 3%
per annum over the Central Bank of Kuwait discount rate. The

balance is repayable on 31 October 2009 with option to renew for
additional periods. The total available facility is KD 5,000,000. 5,000,000 5,000,000

Unsecured loan to the Company carries interest at a rate of

2.25% per annum over the Central Bank of Kuwait discount

rate. The balance is repayable on 31 October 2009 with option

to renew for additional periods. The total available facility is

KD 3,000,000. 3,000,000 2,000,000

Unsecured KD loan to the Company carries interest at a rate

of 1.25% per annum over the Central Bank of Kuwait discount

rate. The balance is repayable on 3 September 2009. The

total available facility is KD 15,000,000 (see Note 17-b). 15,000,000 -

Unsecured loan to the Company carries interest at a rate of

2.25% per annum over the Central Bank of Kuwait discount

rate. The balance is repayable on 1 August 2009 with option to

renew for additional periods. The total available facility is KD

8,000,000. 8,000,000 -

Unsecured loan to the Company carries interest at a rate of
1.25% per annum over the Central Bank of Kuwait discount
rate. The balance has been repaid on 31 December 2008. - 3,650,000

Unsecured loan to the Company carries interest at a rate

of 4% per annum over the Central Bank of Kuwait discount
rate. The balance is repayable on 21 May 2009 with option to
renew for additional periods. The total available facility is KD

100,000,000. 26,000,000 10,000,000
Short-term portion of long-term loan (see Note 17-c]. 5,714,286 5,714,284
62,714,286 26,364,284

19. TRADE AND OTHER PAYABLES

e T et

Trade payables 591,800 2,309,475
Retentions payable 5,184,649 7,938,012
Payable to sub-contractors 3,168,290 4,383,424
Rent received in advance 4,919,281 5,378,174
Payable to KFAS, NLST, and Zakat 364,721 748,750
Other payables 2,622,898 1,390,994

16,851,639 22,148,829
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20. A INVESTMENT PROPERTIES REVENUE

The details of revenue relating to construction and real estate investment are:

T e |

Rental income from outlets and basements 23,555,731 13,325,775
Arrangement fees from investors 11,006,500 4,687,800
Advertising services for investors 1,405,723 679,466
Information technology services for investors 191,850 158,718
Others 152,157 16,457
36,311,961 18,868,216

20. B FINANCIAL INVESTMENTS

The details of net (loss) gain from investments relating to financial investments are:

Dividend income on investments carried at fair value through 577,366 808,511

income statement

Dividend income on available for sale investments 839,765 970,998

Net gain on sale of investments carried at fair value through 770,964 787,168

income statement

Net gain on sale of available for sale investments 2,783,251 323,000

Net gain on revaluation of investments carried at fair value 2,192,854 11,213,998

through income statement

Interest income 156,581 101,228

Impairment in value of available for sale investments (20,805,533) -
(13,484,752) 14,204,903

21. RELATED PARTY TRANSACTIONS

Related parties represent major shareholders, directors and key management personnel of
the Group, and entities controlled, jointly controlled or significantly influenced by such parties.
Pricing policies and terms of these transactions are approved by the Group’s management.

a) Balances with related parties included in the consolidated balance sheet are as follows:

Accounts receivable and prepayments

Current account with associate (see Note 10) 679,408

207,098

Trade and other payables
Rent received in advance (see Note 19) 614,542

1,484,791
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21. RELATED PARTY TRANSACTIONS (Continued)

b] Transactions with related parties included in the consolidated income statement are as
follows:

0000000000000 | 2008

Rental income 4,725,420 2,333,378

c. Compensation of key management personnel

The remuneration of directors and other members of key management during the year were
as follows:

0000000000000 | 2008 2007

Salaries and other short-term benefits 517,795 315,735
Termination benefits 120,612 36,300
638,407 352,035

22. BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share is computed by dividing profit for the year by the
weighted average number of shares outstanding during the year.

There are no potential dilutive ordinary shares. The information necessary to calculate basic
earnings per share based on the weighted average number of shares outstanding during the
year is as follows:

Profit for the year 6,225,269 21,750,957
s | shares
Number of authorised, issued and fully paid shares 417,450,000 417,450,000

outstanding during the year

Less: Weighted average number of treasury shares during the year (576,667) (697,646)
Weighted average number of outstanding shares during the year 416,873,333 416,752,354
Basic and diluted earnings per share 14.93 Fils 52.19 Fils

The basic and diluted earnings per share for the previous year was 50.51 fils before retroactive
adjustment to the number of shares for bonus shares issued in 2008 (see Note 24) and restatement
of comparative figures (see Note 3 and 29).



23. SUBSIDIARIES

Details of the Group’s subsidiaries at 31 December 2008 are as follows:

Name of subsidiary Place of Proportion of ownership | Principal activities
incorporation interest and voting
power

T Tew [aw [

Kuwait Prefabricated

General trading and

Building Company W.L.L. Kuwait 100 100 contracting
Al-Rai Real Estate
Company W.L.L. Kuwait 100 100 Investmentin real estate

Second National for
Trading and Contracting e —
Company W.L.L. Kuwait 100 100 trading and contracting

The Avenues Holding R e
S.AK. (Closed) Kuwait 100 100 theatres

Al-Rai Lake Investments, general
Company W.L.L Kuwait 100 100 trading and contracting

Fifth Ring Road

Investments, general

Company W.L.L. Kuwait 100 100 trading and contracting
KBCC Realty International
Limited B.V.I. 100 100 Investments

Mabanee Egypt for Real
Estate Development Ltd. Egypt 100 - Investmentin real estate

Mabanee Bahrain
Company W.L.L Bahrain 100 - Investment in real estate

On 28 January 2008, the Group established a wholly owned subsidiary named Mabanee Egypt for
Real Estate Development W.L.L. in Egypt with an authorised capital of 100 shares of EGP 200 each,
fully paid up by the Company. On 17 March 2008, the Group established Mabanee Bahrain W.L.L., a
wholly owned subsidiary incorporated in Bahrain with an authorised capital of 1,000 shares of BD
100 each, fully paid up by the Company.

24. PROPOSED DIVIDENDS

The Board of Directors have proposed the distribution of bonus shares of 10% (2007: 15%) of the
paid-up capital as at 31 December 2008 to the shareholders of record as of the date of the general
assembly. This proposal is subject to approval at the Annual General Assembly Meeting.

The Annual General Assembly held on 25 March 2008 approved the annual audited consolidated
financial statements for the year ended 31 December 2007 and the proposed distribution of bonus
shares of 15% (2006: bonus shares of 10%) of the paid-up capital at 31 December 2007 to the
shareholders on record as of the date of the general assembly.
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25. COMMITMENTS AND CONTINGENT LIABILITIES

At the balance sheet date, there was a capital commitment amounting to KD 106,714 in respect of
uncalled capital of investments (2007: KD 144,776).

The Group’'s management has approved future capital expenditures contracted for at the balance
sheet date amounting to KD 24,468,749 (2007: KD 21,582,745).

At 31 December 2008, the Group has given letters of credit and bank guarantees amounting to KD
Nil (2007: KD 1,149,475).

26. FAIR VALUE OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities. Financial assets
consist of cash and bank balances, short term deposits, receivables, and investments. Financial
liabilities consist of bank overdrafts, term loans, and payables.

The fair values of financial instruments, with the exception of certain available for sale investments
carried at cost (Note 8), investment properties (Note 6] and security deposits (Note 16) are not
materially different from their carrying values.

For financial assets and financial liabilities that are liquid or having a short term maturity (less
than three months] it is assumed that the carrying amounts approximate to their fair value. This

assumption is also applied to variable rate financial instruments.

27. RISK MANAGEMENT

Riskisinherentinthe Group’sactivities butitismanagedthroughaprocessof ongoingidentification,
measurement and monitoring, subject to risk limits and other controls. This process of risk
management is critical to the Group’s continuing profitability and each individual within the Group
is accountable for the risk exposures relating to his or her responsibilities. The Group is exposed
to credit risk, liquidity risk and market risk, the latter being subdivided into interest risk, foreign
currency risk and equity price risk. It is also subject to operating risks. The independent risk
control process does not include business risks such as changes in the environment technology
and industry. They are monitored through the Group’'s strategic planning process.

27.1 Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting
in financial loss to the Group. The Group has adopted a policy of only dealing with creditworthy
counterparties as a means of mitigating the risk of financial loss from defaults.

The Group is exposed to credit risk on bank balances, short term deposits, and receivables. The
Group’s exposure to credit risk arises from default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments.

The Group’s exposure to credit risk is considered to be low as it does not have significant exposure
to any individual customer or counterparty. Policies and procedures are in place to perform

ongoing credit evaluations of the financial condition of counterparties and customers.



27. RISK MANAGEMENT (continued)

27.2 Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet
its commitments. The Group manages liquidity risk by maintaining adequate cash and cash
equivalents, overdraft facilities and borrowing facilities and by continuously monitoring forecast
and actual cash flows and matching the maturity profiles of financial assets and liabilities.

The table below summarises the maturities of the Group’s undiscounted financial liabilities at
31 December 2008 and 2007, based on contractual payment dates and current market interest
rates.

31 December 2008 | Within | 3to12 | 1tes | |
| [ 3months | months | years | Total |

Term loans 1,437,573 63,310,688 44,353,220 109,101,481
Other non-current liabilities - - 9,112,790 9,112,790
Bank overdrafts - 3,620,176 - 3,620,176
Trade and other payables - 16,851,639 - 16,851,639
TOTAL LIABILITIES 1,437,573 83,782,503 53,466,010 138,686,086

Term loans - 27,741,106 44,886,012 72,627,118
Other non-current liabilities - - 9,227,658 9,227,658
Bank overdrafts - 6,805,420 - 6,805,420
Trade and other payables = 22,148,829 = 22,148,829
TOTAL LIABILITIES - 56,695,355 54,113,670 110,809,025
Contingent liabilities - - 1,149,475 1,149,475

27.3 Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes
in market prices. The Group manages this risk by investing surplus funds with professional
portfolio managers and by diversifying its investments.
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27. RISK MANAGEMENT (CONTINUED)

27.3.1 Interest rate risk

Interest rate risk is the sensitivity of the Group’s financial condition to future movements in interest
rates. The Group would be exposed to interest rate risk as a result of mismatches in the amounts
of interest sensitive assets and liabilities that mature or reprice in a given period.

The following table demonstrates the sensitivity of the consolidated income statement to
reasonably possible changes in interest rates, with all other variables held constant.

The sensitivity of the consolidated income statement is the effect of the assumed changes in
interest rates on the Group’s profit for one year, based on the floating rate financial assets and
financial liabilities held at 31 December 2008 and 2007.There is no impact on the Group’s equity.

Increase/decrease Effect on profit
in basis points for the year
KD
2008
KD 25 277,945
2007
KD 25 90,294

Interest rate risk sensitivity to interest rate movement will be on a symmetric basis because
financial instruments that can give rise to non-symmetric movement are not significant.

27. RISK MANAGEMENT (CONTINUED)
27.3.2 Foreign exchange risk

The Group is not significantly exposed to foreign exchange risk as the Group’s foreign currency
assets and liabilities are not significant.

27.3.3 Equity price risk

Equity price risk arises from changes in the fair values of equity investments. The unquoted equity
price risk exposure arises from the Group’s investment portfolio. The majority of the Group’s
quoted investments are listed on the Kuwait Stock Exchange.

The effect on equity (as a result of a change in the fair value of available for sale investments
at 31 December 2008 and 2007) and the Group’s profit (as a result of a change in the fair value
of investments at fair value through income statement at 31 December 2008 and 2007) due to
a reasonably possible change in market indices, with all other variables held constant is as
follows:

00| f[lawee | ] [0 | |

Change | Effecton | Effecton | Change | Effecton | Effecton
in equity equity profit for | in equity equity profit for
price the year price the year

| Marketindices | % [ ko ]| ko | % [ ko | Kkp |

Kuwait Stock Exchange 5 1,247,069 47,682 5 603,810 1,212,933



27. RISK MANAGEMENT (Continued)

27.4 Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external
events. When controls fail to perform, operational risks can cause damage to reputation, have
legal or regulatory implications, or lead to financial loss. The Group cannot expect to eliminate all
operational risks, but through a control framework and by monitoring and responding to potential
risks, the Group is able to manage the risks. Controls include effective segregation of duties,
access, authorisation and reconciliation procedures, staff education and assessment processes,
including the use of internal audit.

28. CAPITAL MANAGEMENT

The primary objective of the Group’s capital management is to ensure that it maintains a healthy
capital structure to be able to finance its overall operations and growth. The Group’s funding
structure comprises of a mixture of long term loans, short term loans, and equity (share capital
and related reserves).

The Groupmanagesits capitalstructureand makesadjustmentstoit,inlight of changesineconomic
conditions. When deciding on an optimal capital structure, the Group gives consideration to an
interest coverage ratio which gives management an indication of the Group’s ability to service the
debt. Interest coverage ratio is defined as profit from operations before finance cost less general
and administrative expenses divided by finance costs of the same period. The Group’s policy is to
maintain an interest coverage ratio of 2 or above.

0000000000000 ] 008 2007

Profit from operations 22,127,288 10,731,447
Add: finance costs 6,068,117 2,658,981
Less: general and administrative expenses (2,296,131) (2,201,317)
Adjusted profit 25,899,274 11,189,111
Finance costs 6,068,117 2,658,981
Interest coverage ratio 4.3 4.2

The total capital of the Group represents equity attributable to the equity holders of the parent
less cumulative changes in fair values which at 31 December 2008 was KD 97.7 million (2007-
Restated: KD 93.8 million) and the gearing ratio (net debt to total capital plus net debt) was 46%
(2007- Restated: 42%).

29. COMPARATIVE FIGURES

Prior year amounts have been restated and reclassified to conform to the changes in accounting
policies as disclosed in Note 3 for the treatment of arrangement fees received from investors
and presentation of the consolidated income statement.
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