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Independent auditor’s report

The Shareholders
Watheeqa Capital Company K.S.C. (Closed)
State of Kuwait

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Watheeqa Capital
Company K.S.C. (Closed) (“the Company”) and its subsidiaries (together the “Group™), which
comprise the consolidated statement of financial position as at 31 December 2010, the consolidated
statements of income, comprehensive income, changes in equity and cash flows for the year then
ended, and notes, comprising a summary of significant accounting policies and other explanatory
information.

Management s responsibility for the consolidated financial statements

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

Auditor’s 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 about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on our
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, we consider
internal contro! 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.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2010, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted for use by the State of Kuwait.

Report on Other Legal and Regulatory Requirements

We further report that we have obtained the information and explanations that we required for the
purpose of our audit and the consolidated financial statements include the information required by
the Kuwait Commercial Companies Law of 1960, as amended, and the Company’s articles and
memorandum of association. In our opinion, proper books of account have been kept by the
Company, an inventory count was carried out in accordance with recognized procedures and the
accounting information given in the board of directors’ report agrees with the books of account. We
have not become aware of any contravention, during the year ended 31 December 2010, of the
Kuwait Commercial Companies Law of 1960, as amended, or of the Company’s articies and
memorandum of association that might have had a material effect on the Group’s activities or on its
consolidated financial position.

We further report that, during the course of our audit, we have not become aware of any material
violations of the provisions of Law No. 32 of 1968, as amended, concerning currency, the Central
Bank of Kuwait and the organization of banking business, and its related regulations during the
year ended 31 December 2010.
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Consolidated statement of financial position

as at 31 December 2010
2010 2009

Note KD KD
Assets
Cash and bank balances 4 2,331,955 4,532,408
Murabaha investments 5 2,348,068 2,564,390
Accounts and other receivables 6 325,830 723,725
Due from related parties 7 320,501 666,402
Investment at fair value through profit or loss - 212,407
Long term receivables 73,374 82,033
Available-for-sale investments 8 8,398,302 9,542,110
Investment in equity accounted investee 9 6,266,531 -
Property and equipment 10 975,290 2,331,080
Intangible assets - 2,682,652
Goodwill - 2,826,471
Total assets 21,539,351 26,163,678
Liabilities
Short term loan - 1,531,426
Accounts and other payables 11 1,610,203 1,702,590
Due to related parties 7 27,005 536,895
Provision for tax 12 274,020 160,495
Provision for employees’ end of service indemnity 68,836 56,224
Total liabilities 1,980,064 3,987,630
Equity
Share capital 13 15,000,000 15,000,000
Statutory reserve 14 584,504 584,504
Voluntary reserve i5 584,504 584,504
Translation reserve (138,831) (87,862)
Cumulative changes in fair value (270,036) (1,130,884)
Retained eamnings 3,232,418 4,571,345
Equity attributable to owners of the Company 18,992,559 19,521,607
Non-controlling interests 567,228 2,654,441
Total equity 19,559,787 22,176,048
Total equity and liabilities 21,539,851 26,163,678

The notes on pages 8 to 32 are an integral part of these consolidated financial statements.

Omar Ali Fahad Alzumai
Chairman and Managing Director
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Consolidated statement of income
Jor the year ended 31 December 2010

Income

Arrangement fee

Portfolio management fee

Brokerage revenue

Finance revenue

Consultancy revenue

Gain on exchange of assets

Realization of translation and fair value loss on
exchange of assets

Investment loss

Share of results from equity accounted investee
Total income

Expenses

Finance charges

Commission cost

General and administrative expenses
Total expenses

Operating (loss) / profit

Other income

(Loss) / profit for the period before contribution
to Knwait Foundation for the Advancement of

Sciences (“KFAS”) and Zakat
KFAS

Zakat

Net (loss) / profit for the period

Net (loss) / profit attributable to:
Owners of the Company
Non-controlling interest

Note

16

For the period

from

30 June 2008

{(commencement

of operations)

to 31 December

2010 2009

KD KD

4,077 7,197,213
428,082 517,704
613,847 781,739
191,778 1,044,172
64,972 117,750
1,737 -
(128,370) -
(41,366) {12,992)
14,005 -
1,148,762 9,645,586
2,470 79,877

- 709,449

3,037,235 3,037,084
3,039,705 3,826,410
(1,890,943) 5,819,176
270,421 425,202
(1,620,522) 6,244,378
- 52,605

- 52,079
(1,620,522) 6,139,694
(1,338,927) 5,740,353
(281,595) 399,341
(1,620,522) 6,139,654

The notes on pages 8 to 32 are an integral part of these consolidated financial statements.
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Watheeqa Capital Company K.S.C, (Closed)
and subsidiaries
State of Kuwait

Consolidated statement of comprehensive income
for the year ended 31 December 2010

Net (loss) / profit for the period

Other comprehensive income:

Changes in fair value reserve

Changes in translation reserve

Other comprehensive income

Total comprehensive income for the period

Total comprehensive income attributable to:
Owners of the Company
Non-controlling interests

The notes on pages 8 to 32 are an integral part of these consolidated financial statements.

For the period

from

30 June 2008

{(commencement

of operations)

to 31 December

2010 2009

KD KD
(1,620,522) 6,139,694
942,914 (1,337,459)
(280,476) (87,862)
662,438 (1,425,321)
(958,084) 4,714,373
{657,418) 4,521,607
{300,666) 192,766
{958,084) 4,714,373
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Consolidated statement of cash flows
Jor the year ended 31 December 2010

Note
Cash flows from operating activities
(Loss} / profit for the period
Adjustments for:
Depreciation 10
Change in foreign currency translation reserve
General provision 3
Provisions for doubtful debts
Gain on exchange of assets 9

Realization of translation and fair value loss on
exchange of assets

Share of results from equity accounted investee 9
Provision for employees’ end of service indemnity

Increase in accounts and other receivables

Decrease / (increase) in due from related parties
Decrease in long term receivables

(Decrease) / increase in accounts and other payables
(Decrease) / increase in due to related parties
Increase in provision for tax

Net cash (used in) / generated from operating
activities

Cash flows from investing activities

Purchase of in property and equipment

Proceeds from maturity of murabaha investments
Changes in investments at fair value through profit or
loss

Acquisition of investment in equity accounted
investee

Acquisition of subsidiaries, net of cash

Changes in available-for-sale investments

Net cash from / (used in) investing activities

Cash flows from financing activities

Capital introduced

Repayment of short term loan

Net cash (used in) / from financing activities

Net (decrease) / increase in cash and bank balances
Cash and bank balances at beginning of the period

Cash and bank balances transferred 9
Cash and bank balances at end of the period 4

For the period

from

30 June 2008

(commencement

of operations)

to 31 December

2010 2009

KD KD
(1,620,522) 6,139,694
419,240 267,928
(280,476) -
(2,100) 25,902
156,028 79,079
(1,737) -
128,370 -
(14,005) -
44,721 46,684
{1,170,481) 6,559,287
(533,142) (80,289)
156,164 (653,396)
8,659 -
(9,254) 510,682
(456,318) 353,015
149,230 -
(1,855,142) 6,689,299
{46,371) (775,614)
218,422 (2,590,292)
116,897 (211,065)
(25,026) -

- (5,625,198)

942,914 (7,932,757)
1,206,836 (17,134,926)

- 15,000,000
{1,531,426) (21,565)
{1,531,426) 14,978,035
(2,179,732) 4,532,408
4,532,408 -
{20,721) -
2,331,955 4,532,408

The notes on pages 8 to 32 are an integral part of these consolidated financial statements.
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2010

1.

Reporting entity

Watheeqa Capital Company K.S.C. (Closed) (the “Company™) (formerly Watheega Investment
Company K.S.C. (Closed)), is a Kuwaiti Shareholding Company incorporated on 30 June 2008.
The Company is registered as an investment company with the Central Bank of Kuwait
(*CBK”) on 15 September 2008. The Company is a subsidiary of Watheeqa Holding Group
K.8.C. (Closed) (“the Parent Company™). The Company commenced its operations on 30 June
2008.

The registered office of the Company is located at Sharq area, district 9, building 28, Awqaf
building, Kuwait. The principal place of business of the Company is in Kuwait Chamber of
Commerce, 6" Floor, Sharq, Kuwait.

These consolidated financial statements of the Company for the year ended 31 December 2010
comprise the Company and following subsidiaries (together referred to as “the Group” and
individually “Group entity”) and the Group’s interest in an equity accounted investee acquired
during the year (see Note 9):

Country of Principal

Subsidiaries: incorporation  Percentage of ownership activities
2010 2009

Watheega Securities
Brokerage Company S.A.E Egypt 75% 75% Brokerage
Watheeqa Asset Management Investment
Company S.A.E Egypt - 70% services
Watheeqa Capital Company Investment
(Saudi Joint Stock Company) Saudi Arabia - 83% banking
Equity accounted investee:
Al Mudon International Real
Estate Company K.S.C.C. Kuwait 25% - Real estate

The Group is primarily engaged in real estate, industrial and agricultural investment, portfolio
management, providing consultancy services, acting as placement agent, asset management,
funds, securities brokerage, possession, exploitation and lease of industrial property rights,
patents, trademarks and intellectual property rights and developing finance companies in
various Islamic forms.

The preceding period was the first statutory period for the Group and covers the period from 30
June 2008 (date of incorporation) to 31 December 2009. As a result, the comparative amounts
for the consolidated statements of comprehensive income, changes in equity, cash flows and
related notes are not entirely comparable.

On 1 December 2010, the Company disposed of its investments in subsidiaries i.e. Watheeqa
Capital Company (Saudi Joint Stock Company) and Watheega Asset Management Company
S.A.E. Accordingly, consolidated statement of income includes the results of those entities for
11 months period ended 30 November 2010 (see Note 9).
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2010

2.

Basis of preparation

a)

b)

d)

Statement of compliance

The consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRSs”) as adopted for use by the State of
Kuwait for financial institutions regulated by the Central Bank of Kuwait (“CBK™).
These regulations require adoption of all IFRSs except for the IAS 39 requirement for
collective impairment provision, which has been replaced by the CBK requirement for a
minimum general provision (see Note 3(j)).

In addition, the Company complies with the requirements of the Kuwait Commercial
Companies Law of 1960, as amended, Ministerial order No. 18 of 1990 and the
Company’s articles and memorandum of association.

The consolidated financial statements were authorized for issue by the board of directors
on 15 May 2011 and are subject to approval of shareholders at the next annual general
meeting.

Basis of measurement

The consolidated financial statements are prepared on historical and amortised cost basis
except for certain investments which are measured at fair value.

Functional and presentation currency

These consolidated financial statements are presented in Kuwaiti Dinars (“KD”), which is
the Company’s functional currency.

Use of estimates and judgments

The preparation of the consolidated financial statements in conformity with IFRSs
requires management to make judgments, estimates and assumptions that may affect the
application of accounting policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and
in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgments in
applying accounting policies that have the most significant effect on the amounts
recognized in the consolidated financial statements is described below:

Impairment of investments

The Group treats available-for-sale investments as impaired when there has been a
significant or prolonged decline in the fair value below its cost. The determination of
what is “significant” or “prolonged” requires significant judgment. In addition, the
Group also evaluates among other factors, normal volatility in the share price for quoted
investments and the future cash flows and the discount factors for unquoted investments.
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
for the year ended 31 December 2010

Impairment of goodwill and intangible assets

The Group determines whether the goodwill and intangible assets are impaired at least on
an annual basis. This requires an estimation of the value in use of cash generating units to
which the asset is included or is allocated. Estimating the value in use requires the Group
to make estimates or 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 these cash flows.

New and amended standards adopted by the Group

14S 1 (revised 2007) presentation of financial statements (effective for annual periods
beginning on or after 1 January 2009)

The revised standard requires changes in equity arising from transactions with owners in
their capacity as owners (i.e. owner changes in income) to be presented in the
consolidated statement of changes in equity. All other changes in equity (i.e. non-owner
changes in equity) are required to be presented separately in the consolidated statement of
comprehensive income. Components of comprehensive income are not permitied to be
presented in the consolidated statement of changes in equity.

IFRS 7 “Financial Instruments: Disclosures” (Amended)

The amended standard requires additional disclosure about fair value measurement and
liquidity risk. Fair value measurements are to be disclosed by source of inputs using a
three levels hierarchy for each class of financial instrument. In addition, a reconciliation
between the beginning and ending balance for Level 3 fair value measurements as well
significant transfers between Level 1 and Level 2 fair value measurements is now
required. The amendments also clarify the requirements for liquidity risk disclosures.

Aecounting for business combinations

From 1 January 2010 the Group has applied IFRS 3 Business Combinations (2008) in
accounting for business combinations. The change in accounting policy has been applied
prospectively and has no material impact on earnings.

Business combinations are accounted for using the acquisition method as at the
acquisition date, which is the date on which control is transferred to the Group. Control is
the power to govern the financial and operating policies of an entity so as to obtain
benefits from its activities. In assessing control, the Group takes into consideration
potential voting rights that currently are exercisable.

Acquisitions on or afier 1 January 2010

For acquisitions on or after 1 January 2010, the Group measures goodwill at the
acquisition date as:

» the fair value of the consideration transferred; plus

* the recognised amount of any non-controlling interests in the acquiree; plus if the
business combination is achieved in stages, the fair value of the existing equity
interest in the acquiree; less

10
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2010
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e the net recognised amount (generally fair value) of the identifiable assets acquired and
liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in
consolidated statement of income.

The consideration transferred does not include amounts related to the settlement of pre-
existing relationships. Such amounts are generally recognised in consolidated statement
of income.

Costs related to the acquisition, other than those associated with the issue of debt or
equity securities, that the Group incurs in connection with a business combination are
expensed as incurred.

Acquisitions prior to 1 January 2010

For acquisitions prior to I January 2010, goodwill represents the excess of the cost of the
acquisition over the Group’s interest in the recognised amount (generally fair value) of
the identifiable assets, liabilities and contingent liabilities of the acquiree. When the
excess was negative, a bargain purchase gain was recognised immediately in consolidated
statement of income.

Transaction costs, other than those associated with the issue of debt or equity securities,
that the Group incurred in connection with business combinations were capitalised as part
of the cost of the acquisition.

Accounting for acquisitions of non-controlling interests

From 1 January 2010 the Group has applied IAS 27 consolidated and separate financial
statements (2008) in accounting for acquisitions of non-controlling interests. The change
in accounting been applied prospectively and has had no impact on earnings.

Under the new accounting policy, acquisitions of non-controlling interests are accounted
for as transactions with owners in their capacity as owners and therefore no goodwill is
recognised as a result of such transactions. The adjustments to non-controlling interests
are based on a proportionate amount of the net assets of the subsidiary.

Previously, goodwill was recognised on the acquisition of non-controlling interests in a
subsidiary, which represented the excess of the cost of the additional investment over the
carrying amount of the interest in the net assets acquired at the date of the transaction.

Standards and interpretations not vel effective

A number of new standards, amendments to standards and interpretations are effective
for annual periods beginning afier 1 January 2010, and have not been applied in
preparing these consolidated financial statements.

The Owners anticipate that the adoption of these Standards and Interpretations once
become effective in future periods will have no material financial impact on the
consolidated financial stalements of the Group in the period of initial application except
for the adoption of IFRS 9 “Financial Instruments”, which becomes mandatory for the
Group’s 2013 consolidated financial statements and could change the classification and
measurement of financial assets.

11
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2010

3.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in
these consolidated financial statements, and have been applied consistently by Group entities,
except as explained in note 2(e).

a)

Basis of consolidation

Business combinations

The Group has changed its accounting policy with respect to accounting for business
combinations. See note 2(¢) for details.

Subsidiaries

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries
are included in the consolidated financial statements from the date that control
commences until the date that control ceases.

The accounting policies of the subsidiaries have been changed when necessary to align
with the Group’s accounting policies. Losses applicable to the non-controlling interests in
a subsidiary are allocated to the non-controlling interests even if doing so causes the non-
controlling interests to have a deficit balance.

Investments in Associates (equity-accounted investees)

Associate is the entity in which the Group has significant influence, but not control, over
the financial and operating policies. Significant influence is presumed to exist when the
Group holds between 20 and 50 percent of the voting power of another entity.

Investment in associate is accounted for using the equity method (equity-accounted
investees) and is recognized initially at cost. The cost of the investment includes
transaction costs.

The consolidated financial statements include the Group’s share of the profit or loss and
other comprehensive income, after adjustments to align the accounting policies with
those of the Group, from the date that significant influence commences until the date that
significant influence ceases.

When the Group’s share of losses exceeds its interest in an equity-accounted investee, the
carrying amount of that interest, including any long-term investments, is reduced to zero,
and the recognition of further losses is discontinued except to the extent that the Group
has an obligation or has made payments on behalf of the investee.

Loss of control

Upon the loss of control, the Group derecognises the assets and liabilities of the
subsidiary, any non-controlling interests and the other components of equity related to the
subsidiary. Any surplus or deficit arising on the loss of control is recognised in profit or
loss. If the Group retains any interest in the previous subsidiary, then such interest is
measured at fair value at the date that control is lost. Subsequently it is accounted for as

12
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2010

b)

an equity-accounted investee or as an available-for-sale financial asset depending on the
level of influence retained.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealized income and expenses arising
from intra group transactions are eliminated in preparing the consolidated financial
statements. Unrealized gains arising from transactions with equity accounted investees
are eliminated against the investment to the extent of the Group’s interest in the investee.
Unrealized losses are eliminated in the same way as unrealized gains, but only to the
extent that there is no evidence of impairment.

Financial instruments

(i) Non-derivative financial gssets

All financial assets are recognized initially on the trade date, which is the date that
the Group becomes a party to the contractual provisions of the instrument.

The Group derecognizes a financial asset when the contractual rights to the cash
flows from the asset expire, or it transfers the rights to receive the contractual cash
flows on the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assets that is created or retained by the Group is recognized as
a separate asset or liability.

The Group classifies non-derivative financial assets into financial assets at fair
value through profit or loss, available-for-sale financial assets and loans and
receivables.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that
are not quoted in an active market. Such assets are recognized initially at fair value
plus any directly attributable transaction costs. Subsequent to initial recognition,
loans and receivables are measured at amortized cost using the effective yield

method, less any impairment losses.

Loans and receivables comprise cash and bank balances, trade and other receivables
and murabaha investments.

Cash and bank balances

Cash and bank balances comprise cash in hand and bank balances with original
maturities of three months or less.

Murabaha investments

Murabaha receivables represent the amount receivable on a deferred settlement
basis for assets sold under murabaha agreements.

13
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

(i)

Murabaha receivables are recognized initially at cost and are subsequently carried at
amortised cost using the effective yield method.

Financial assets at fair value through profit or loss

A financial asset is classified at fair value through profit or loss if it is classified as
held for trading or is designated as such upon initial recognition. Financial assets are
designated at fair value through profit or loss if the Group manages such
investments and makes purchase and sale decisions based on their fair value in
accordance with the Group’s documented risk management or investment strategy.
Attributable transaction costs are recognized in profit or loss as incurred. Financial
assets at fair value through profit or loss are measured at fair value, and changes
therein are recognized in profit or loss.

Financial assets designated at fair value through profit or loss comprise equity
securities that otherwise would have been classified as available for sale.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are
designated as available for sale or are not classified in any of the above categories
of financial assets.

Subsequent to initial recognition, they are measured at fair value and changes
therein, other than impairment losses (see note 3(j)), are recognized in other
comprehensive income and presented in the fair value reserve in equity. When an
investment is derecognised, the gain or loss accumulated in equity is reclassified to
profit or loss.

Available-for-sale financial assets comprise equity securities.

Nen-derivarive financial liabilities

All financial liabilities are recognised initially on the trade date, which is the date
that the Group becomes a party to the contractual provisions.

The Group derecognises a financial liability when its contractual obligations are
discharged, cancelled or expire.

The Group classifies non-derivative financial liabilities into the other financial
liabilities category. Such financial liabilities are recognised initially at fair value
plus any directly attributable transaction costs.

Subsequent to initial recognition, these financial liabilities are measured at
amortised cost using the effective yield method.

Other financial liabilities comprise short term loan, accounts and other payables and
due to related parties.

14
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

c)

d)

Offsetting
Financial assets and liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Group has a legal right to

offset the amounts and intends either to settle on a net basis or to realize the asset
and settle the liability simultaneously.

Property and equipment
Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and
accumulated impairment losses (note 3(j)).

Cost includes expenditure that is directly attributable to the acquisition of the asset.
Depreciation
Depreciation is based on the cost of an asset less its residual value.

Depreciation is recognized in profit or loss on a straight-line basis over the estimated
useful lives of an item of property and equipment.

The estimated useful lives for the current and comparative period are as follows:

Years
Buildings 20
Improvements on leased buildings 2-10
Fumniture and office equipments 3-10
Tools 8
Computers 3-5
Vehicles 4

Depreciation methods, useful lives and residual values are reviewed at each reporting
date and adjusted if appropriate.

Intangible assets

Goodwill

Goodwill that arises upon the acquisition of subsidiaries is included in intangible assets.
Subsequent measurement

Goodwill is measured at cost less accumulated impairment losses. In respect of equity
accounted investees, the carrying amount of goodwill is included in the carrying amount
of the investment, and an impairment loss on such an investment is not allocated to any

asset, including goodwill, that forms part of the carrying amount of the equity-accounted
investee.

15
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

)

Other intangible assets

Other intangible assets that are acquired by the Group and have infinite useful lives are
measured at cost less accumulated impairment losses. Impairment is assessed on an
annual basis.

Provision for emplovees’ end of service indemnity

Kuwaiti employees

Pensions and other social benefits for Kuwaiti employees are covered by the Public
Institution for Social Security Scheme, to which employees and employers contribute
monthly on a fixed-percentage-of-salaries basis. The Group’s share of contributions to
this scheme, which is a defined contribution scheme, is charged to profit or loss in the
year to which they relate.

Expatriate employees

Expatriate employees are entitled to an end of service indemnity payable under the
Kuwait Labor Law and the Company’s by-laws based on the employees’ accumulated
periods of service and latest entitlements of salaries and allowances. Provision for this
unfunded commitment, which represents a defined benefit plan, has been made by
calculating the notional liability had all employees left at the reporting date.

Provisions

A provision is recognized if, as a result of a past event, the Group has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of
economic benefits will be required to settle the obligation. Provisions are determined by
discounting the expected future cash flows that reflects current market assessments of the
time value of money and the risks specific to the liability.

Revenue recognition

- Revenue from portfolio management services rendered and commission eamned is
recognized when services are provided. No revenue is recognized if there are
significant uncertainties regarding recovery of the consideration due or associated
costs.

- Income from murabaha investments are recognised on an effective yield basis so as
to yield a constant rate of return on the net investment outstanding.

- Revenue from consultancy services rendered is recognized in proportion to the stage
of completion of the transaction at the reporting date. The stage of completion is
assessed by reference to work performed.

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

- Brokerage revenue and other income are recognized as it accrues.

- Net gain from financial instruments at fair value through profit or loss includes all
realised and unrealised fair value changes and foreign exchange differences.

16
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

h)

i)

Tax

Tax comprises of current and deferred tax relating to foreign subsidiaries and is
recognized in profit or loss in accordance with the laws prevailing in the country where
the group entity operates.

Current tax is the expected tax payable or receivable on the taxable income or loss for
the period, using tax rates enacted or substantively enacted at the reporting date, and
any adjustment to tax payable in respect of previous periods.

Deferred tax is recognized in respect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is measured at the tax rates that are expected to be
applied to temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to
offset current tax liabilities and assets, and they relate to income taxes levied by the
same tax authority on the same taxable entity, or on different tax entities, but they
intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible
temporary differences, to the extent that it is probable that future taxable profits will be
available against which they can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

Foreign currency

i) Foreign currency transactions:

Transactions in foreign currencies are translated to KD at exchange rates at the dates
of the transactions. Monetary assets and liabilities denominated in foreign currencies
at the reporting date are retranslated to the KD at the exchange rate at that date.

Non-monetary assets and liabilities denominated in foreign cwrrencies that are
measured at fair value are retranslated to the KD at the exchange rate at the date that
the fair value was determined. Non-monetary items in a foreign currency that are
measured in terms of historical cost are translated using the exchange rate at the date
of the transaction.

Foreign currency differences arising on retransiation are recognized in profit or loss,
except for differences arising on the retranslation of available-for-sale equity
investments, which are recognised in other comprehensive income.

ii) Foreign operations:
The assets and liabilities of foreign operations, including goodwill and fair value
adjustments arising on acquisition, are translated to KD at exchange rates at the

reporting date. The income and expenses of foreign operations are translated to KD at
exchange rates at the daltes of the transactions.
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Notes to the consolidated financial statements
Jfor the year ended 31 December 2010

i)

Foreign currency differences are recognized in other comprehensive income, and
presented in the translation reserve in equity. However, if the operation is a non-
wholly-owned subsidiary, then the relevant proportionate share of the translation
difference is allocated to the non-controlling interests.

When a foreign operation is disposed of such that control or significant influence is
lost, the cumulative amount in the translation reserve related to that foreign operation
is reclassified to profit or loss as part of the gain or loss on disposal.

Impairment

Non-derivative financial assets

A financial asset not carried at fair value through profit or loss is assessed at each
reporting date to determine whether there is objective evidence that it is impaired. A
financial asset is impaired if objective evidence indicates that a loss event has occurred
after the initial recognition of the asset, and that the loss event had a negative effect on
the estimated future cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets (including equity securities) are impaired can
include default by a debtor, restructuring of an amount due to the Group on terms that the
Group would not consider otherwise, indications that a debtor or issuer will enter
bankruptcy, adverse changes in the payment status of borrowers or issuers in the Group,
economic conditions that correlate with defaults or the disappearance of an active market
for a security. In addition, for an investment in an equity security, a significant or
prolonged decline in its fair value below its cost is objective evidence of impairment.

In addition, in accordance with CBK instructions, a minimum general provision of 1% on
all cash facilities net of certain categories of collateral, to which CBK instructions are
applicable and not subject to specific provision, is made.

Loans and receivables

The Group considers evidence of impairment for loans and receivables and murabaha
investments at a specific asset level. All individually significant receivables are assessed
for specific impairment.

In assessing impairment the Group uses historical trends of the probability of default, the
timing of recoveries and the amount of loss incurred, adjusted for management’s
Judgment as to whether current economic and credit conditions are such that the actual
losses are likely to be greater or less than suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortized cost is
calculated as the difference between its carrying amount and the present value of the
estimated future cash flows discounted at the asset’s original effective yield. Losses are
recognized in profit or loss. Interest on the impaired asset continues to be recognized.
When a subsequent event causes the amount of impairment loss to decrease, the decrease
in impairment loss is reversed through profit or loss.
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Jor the year ended 31 December 2010

k)

Available-for-sale financial assets

Impairment losses on available-for-sale financial assets are recognised by reclassifying
the losses accumulated in the fair value reserve in equity, to profit or loss. The
cumulative loss that is reclassified from equity to profit or loss is the difference between
the acquisition cost, net of any principal repayment and amortisation, and the current fair
value, less any impairment loss recognised previously in profit or loss.

If, in a subsequent period, the fair value of an impaired available-for-sale security
increases and the increase can be related objectively to an event occurring after the
impairment loss was recognised in profit or loss, then the impairment loss is reversed,
with the amount of the reversal recognised in profit or loss. However, any subsequent
recovery in the fair value of an impaired available-for-sale equity security is recognised
in other comprehensive income.

Non-financial assets

The carrying amounts of the Group’s non-financial assets are reviewed at each reporting
date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. For goodwill, and intangible
assets that have indefinite useful lives or that are not yet available for use, the recoverable
amount is estimated each year at the same time. An impairment loss is recognised if the
carrying amount of an asset exceeds its estimated recoverable amount.

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

Impairment losses are recognised in profit or loss. An impairment loss in respect of
goodwill is not reversed. An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount.

An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Fiduciary assets

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

Cash and bank balances

2010 2009

KD KD

Cash on hand 14,100 553
Bank balances 2,317,855 4,531,855
2,331,955 4,532 408
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and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 31 December 2010

5. Murabaha investments

2010 2009

KD KD

Parent Company 2,371,870 1,932,332
Others - 657,960
General provision {23,802) (25,902)
2,348,068 2,564,390

The effective yield on murabaha receivables ranges from 1,75% to 7% (2009; 0.25% to 10%)

per annum.

In accordance with the CBK instructions dated 12 March 2007, a minimum general provision of

1% for all cash facilities is made on all murabaha investments.

6.  Accounts and other receivables

2010 2009
KD KD
Accounts receivable 521,678 381,823
Provision for doubtful receivables {159,550) (79,079)
362,128 302,744
Receivable from clearing company 280,626 211,573
Accrued investment revenue 3,675 52,966
Prepaid expenses 37 121,589
Others 179,364 34,853
825,830 723,725

Related parties

Parties are considered to be related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial or operating decisions.

Related parties include significant shareholders, subsidiary companies, directors and executive
officers of the Group, close members of their families and companies of which they are the
principal owners or over which they are able to exercise significant influence. Details of
significant related party transactions and balances are as follows:

Murabaha investments with the Parent Company amounted to KD 2,371,870 (2009; KD
1,932,332)

Due from related parties reflected in the statement of financial position amounted to KD 396,058
(2009: KD 666,402) represents amount receivable from affiliates and subsidiaries of the
Company and these balances do not bear any interest. There are no agreed repayment terms.
Accordingly this balance is treated as recoverable on demand.

During the year, management has made a provision of KD 75,557 for balance due from
Watheeqa Capital Company (Saudi Joint Stock Company).
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

Due to related parties reflected in the statement of financial position amounted to KD 27,005
(2009: KD 536,895) represents amount payable to the Parent Company and does not bear any
interest. There are no agreed repayment terms. Accordingly this balance is treated as payable on
demand.

Significant related party transactions other than those disclosed elsewhere in this consolidated
financial statements are as follows;

a.  Portfolio management fee earned from the Parent Company amounted to KD 340,888
(2009: KD 39,511).

b. Finance revenue earned from the Parent Company amounted to KD 83,690 (2009: KD
39,508).

¢.  Consultancy revenue earned from the Parent Company amounted to KD 64,972 (2009
Nili).

d.  Portfolio Management fees eamed from the Al Mudon International Real Estate Company
K.S.C.C. amounted to KD 107,134 (2009: Nil).

e.  Salaries and allowances for key management personnel amounted to KD 60,000 (2009:
KD 27,000).

f.  Consultancy fees of KD 341,952 paid to Watheeqa Consulting Company W.L.L. during
the year (2009: KD 179,384).

Available-for-sale investments

2010 2009

KD KD

Quoted equity securities 5,760 5,353,666
Unquoted equity securities 8,392,542 4,188,444
8,398,302 9,542,110

During the year, the Group has fair valued its investment in Rawa Real Estate Company
(unquoted security), based on the actual purchase consideration for the acquisition of an
additional stake in the said investee (see note 9). Consequently, a sum of KD 267,625 has been
recognized as fair value reserve under equity through the statement of comprehensive income
for changes in fair value of investments available for sale.

Exchange of Assets

On 1 December 2010, as part of restructuring of its assets, in line with the framework of
changed investment policy of the company, the company entered into a transaction with the
Parent Company for exchange of its shares in Watheeqa Asset Management Company, Egypt
(Egyptian Shareholding Company) and Watheeqa Capital Company (Saudi Joint Stock
Company) for 20,490,000 shares of Al Mudon International Real Estate Company K.S.C.C. in
addition to 7,934,626 shares of Rawa Real Estate Company which are owned by the parent
company;, Watheeqa Holding Group.
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

The following summarizes the transaction:

Consideration received 2010
Equity instruments KD
Al Mudon International Real Estate Company K.S.C.C. 5,998,577
Rawa Real Estate Company 5,122,500
11,121,077
Carrying value of assets and liabilities of subsidiaries disposed off
Cash and bank balances 20,721
Due from related parties 114,180
Trade and other receivables 350,877
Available-for-sale investments 6,037,072
Investment at fair value through profit or loss 95,510
Property and equipment 982,921
Goodwill and intangible assets 5,509,123
Trade and other payables (83,131)
Due to related parties (53,572)
Provision for tax (35,705)
Provision for employees’ indemnity (32,109)
Non-controlling interests {1,786,547)
Carrying value attributable to the Company 11,119,340
Gain on exchange of assets 1,737

Investment in associate:

Following the exchange of assets transaction, the Group obtained significant influence over Al
Mudon International Real Estate Company K.S.C.C. (“the entity”), a real estate company listed
on the Kuwait Stock Exchange, by acquiring 21% of shares in this entity. The Group already
held 4% in this entity which was classified as available-for-sale investments. Following the
above transaction, the Group’s total equity interest in this entity increased to 25% percent.
Accordingly, the Group is considered to have significant influence over this entity.

The closing price of the entity on the Kuwait Stock Exchange (KSE) is 240 fils as of reporting
date, and the fair value of the Group’s investment is KD 6 million.

The Group’s share of profit in its investment in associate for the period from 1 December 2010
to 31 December 2010 was KD 14,005 (2009: Nil).

Summary of financial information for investment in associate, which has not been adjusted
according to the group’s ownership percentage, is as follows:

Total Total Profit
assets liabilities Revenues Expenses or Loss
2010 KD KD KD KD KD
Al Mudon International Real
Estate Company K.S.C.C. 22,081,064 4,288,227 670,813 374,320 206,493
22
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Watheeqa Capital Company K.S.C. (Closed)
and subsidiaries
State of Kuwait

Notes to the consolidated financial statements
Jor the year ended 3] December 2010

11.

12.

13.

14.

15.

Accounts and other payables

2010 2009

KD KD

Accounts payables 1,364,374 622,344
Accrued expenses and leave provision 81,516 219,289
Contribution to KFAS 52,605 52,605
Provision for Zakat 52,079 52,079
Others 59,629 456,273

1,610,203 1,702,590

Provision for tax

Provision for tax consists of deferred tax liability of KD 29,369 (2009: KD 29,050) and current
tax liability of KD 244,651 (2009: KD 131,445) relating to foreign subsidiaries. Provision for
current tax includes amounts provided for corporate profit tax and salary tax as per the
assessment carried out by relevant tax authorities against which appeal has been filed with the
relevant authorities by the Group.

Expense for the period consists of deferred tax expense of KD 7,283 (2009: KD 16,921) and
current tax expense of KD 61,515 (2009: KD 29,658).

Share capital

The authorized, issued and paid up share capital of the Company is KD 15,000,000 comprised of
150 million shares of 100 fils each. The share capital is paid in cash by the shareholders.

Statutory reserve

In accordance with the Kuwait Commercial Companies Law of 1960, as amended, and the
Company’s articles of association 10% of the profit for the year is required to be transferred to
the statutory reserve until the reserve totals 50% of the paid up share capital. Distribution from
statutory reserve is limited to enable payment of a dividend of 5% of paid up share capital in
years when retained eamnings are not sufficient for payment of dividends. During the year, the
Group did not transfer any profit to statutory reserve due to losses.

Voluntary reserve

In accordance with the Company’s articles of association, 10% of the profit for the year is
transferred to the voluntary reserve. Such annual transfers can be discontinued by a resolution of
shareholders in the annual general assembly meeting upon recommendation by the board of
directors. There are no restrictions on the distribution of this reserve. During the Group, the
Company did not transfer any profit to voluntary reserve due to losses.
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

16. General and administrative expenses

2010 2009

KD KD

Staff costs 1,330,329 1,408,366
Consultancy fees 341,952 179,384
Professional fees 88,362 202,743
Rent 205,673 200,999
Establishment cost - 90,000
Depreciation 419,240 267,928
Provisions for doubtful debts 156,028 79,079
Others 495,651 608,585

3,037,235 3,037,084

17.  Kuwait Foundation for Advancement of Sciences (“KFAS”)

Contribution towards KFAS is computed at 1% of the net profit for the year after deducting
transfers made to statutory reserve. During the year, the Group did not contribute towards
KFAS due to losses.

18. Zakat

Contribution towards Zakat is computed at 1% of the net profit for the year after deducting the
transfers made to statutory reserve and contribution made towards KFAS. During the year, the
Group did not contribute towards Zakat due to losses.

19. Financial risk management
Overview
The Group has exposure to the following risks from its use of financial instruments:

[ credit risk
liquidity risk
market risk

This note presents information about the Group’s exposure to each of the above risks, the
Group’s objectives, policies and processes for measuring and managing risk. Further
quantitative disclosures are included throughout these consolidated financial statements.

The Group’s Board of Directors has overall responsibility for the establishment and oversight of
the Group’s risk management framework.

The Group’s risk management policies are established to identify and analyse the risks faced by
the Group, to set appropriate risk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and systems are reviewed regularly to reflect changes in
market conditions and the Group’s activities. The Group, through its training and management
standards and procedures, aims 1o develop a disciplined and constructive control environment in
which all employees understand their roles and obligations.
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Notes to the consolidated financial statements
Jor the year ended 31 December 2010

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from bank balances,
murabaha investments, accounts and other receivables and due from related parties.

Placements and receivables are managed by each company in the Group subject to the Group’s
established policy, procedures and controls. Credit limits are established for all customers and
other parties based on rating criteria. Exposure to receivables is monitored on an ongoing basis
for impairment. The Group has established an allowance for impairment that represents its

estimate of unrealized losses in respect of receivables.

Bank balances are maintained only with reputable banks with appropriate credit ratings.

The carrying amount of financial assets as at 31 December which represents the maximum

credit exposure are as follows:

Bank balances

Murabaha investments

Accounts receivables

Receivable from clearing company
Other debit balances

Due from related parties

Long term receivables

2010 2009
KD KD

2,317,855 4,531,855
2,348,068 2,564,390

362,128 302,744
280,626 211,573
179,364 34,853
320,501 666,402

73,374 82,033

5,881,916 8,393,850

The maximum exposure to credit risk for financial assets at the reporting date by geographic

region was;

2010 2009
KD KD

Kuwait 2,862,617 2,997,705
Saudi Arabia - 2,843,896
Egypt 3,019,299 2,552,249
5,881,916 8,393,850
The aging of loans and receivables at the reporting date was:
2010 2009
Gross Provision Gross Provision
KD KD KD KD
Not past due
Past due 0 - 30 days - - 857,960 8,580
Past due 31 — 120 days 802,304 159,550 2,224,998 88,730
Past due 120 - 360 days 2,947,292 99,359 801,985 7,671
More than one year 73,374 - 82,033 -
3,822,970 258,909 3,966,976 104,981
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The movement in the provisions in respect of loans and receivables during the year was as

follows:

2010 2009

KD KD

Balance at beginning of the period 104,981 -
Charged for the period 185,798 104,981
Reversals (31,870} -
Balance at end of the period 258,909 104,981

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

The Group maintains large amount of cash balances and short term deposits. The Group is also
able to draw from its significant shareholders and the Parent Company.

The following are the contractual maturities of financial liabilities:

Carrying 1yearor More than
amounts less 1 year
KD KD KD
31 December 2010
Non-derivative financial liabilities
Trade and other payables 1,610,203 1,610,203 -
Due to related parties 27,005 27,005 -
1,637,208 1,637,208 -
Carrying 1yearor More than
amounts less 1 year
KD KD KD
31 December 2009
Non-derivative financial liabilities
Short term loan 1,531,426 1,531,426 -
Trade and other payables 1,378,617 1,378,617 -
Due to related parties 536,895 536,895 -
3,446,938 3,446,938 -
Market risk

Market risk is the risk that changes in the market prices, such as foreign exchange rates, profit
rates and equity prices will affect the Group’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk

exposures within acceptable parameters while optimizing the return.
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Currency risk

fluctuate because of changes in foreign exchange rates.

The Group is exposed to currency risk on transaction
than the respective functional currency of Group entities, primarily the E

Saudi Riyal (SAR) and United State Dollar (USD).

their functional currency.

At the reporting date, following is the foreign currency €Xposurc of

Murabaha investments

Long term receivables
Accounts and other receivables
Cash and bank balances
Accounts and other payables
Net exposure

Net exposure (KD)

Long term receivables
Accounts and other receivables
Due from related parties

Cash and bank balances

Short term loan

Accounts and other payables
Due to related parties

Net exposure

Net exposure (KD)

The following significant exchange rates applied during the year.

Average Reporting date

rates spot rates

2010 2010
Saudi Riyal 0.07628 -
Egyptian pound 0.05022 0.04836
United State Dollar 0.28872 0.28272

Currency risk is the risk that the fair value or future cash flows of a financial instrument will

s that are denominated in a currency other
gyptian Pound (EGP),

y exposure risk against

Management requires the Group entities to manage their foreign currenc

the Group on notional basis:

2010

USD EGP
4,100,000 -

- 1,517,747

- 16,825,246

- 44,367,857

- (30,179,386)
4,100,000 32,531,464
1,159,152 1,573,222

2009

EGP SAR
1,567,273 -
9,666,464 326,816
2,334,440 12,509,329
44,730,642 24,225,968
- {19,999,999)
(25,849,082) (2,721,635)
(696,644) (890,827)
31,753,093 13,449,652
1,661,956 1,029,840

Average  Reporting date

rates spot rates

2009 2009
0.07688 0.07657
0.05221 0.05234
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Sensitivity analysis

A 10 percent strengthening of the Kuwaiti Dinar against the following currency would have
decreased equity and profit or loss by the amounts shown below. This analysis assumes that all
other variables, in particular interest rates, remains constant. This analysis is performed on the
same basis for 2009.

2010 2009
Equity Profit or Equity Profit or
(loss) (loss)
KD KD KD KD
Saudi Riyal - - 102,984 102,984
Egyptian pound 157,322 157,322 166,196 166,196
United State Dollar 115,915 115,915 - -

A 10 percent weakening in the currency would have the same, but opposite, effect on the net
profit or loss for the year and equity.

Equity price risk

Equity price risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate as a result of changes in equity market prices, whether caused by factors specific to an
individual investment, issuer or all factors affecting all instruments traded in the market.

The Group’s quoted investments are listed on Saudi Stock Exchange and Kuwait Stock
Exchange and are included in the Index of respective stock exchanges.

For quoted investments, & 5%, increase / (decrease) in the respective index at 31 December 2010
assuming that all other variables held constant and all the quoted investments moved according
to the historical correlation with the respective index, would have (decreased) / increased profit
by KD 290 (2009: KD 181,237).

The Group’s investments in unquoted equities are of strategic nature and are intended to be

held for long term. The value of these investments is not significantly sensitive to the volatility
in the equity markets.

Profit rate risk

Profit rate risk is the risk of fluctuations in profit / yield rates on the profit bearing financial
assets and Habilities.

At the reporting date the profit rate profile of the Group’s profit-bearing financial instruments
was:

2010 2009

KD KD
Financial assets 2,348,068 2,564,390
Financial liabilities - (1,531,426)

2,348,068 1,032,964
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The Group assumes a fluctuation in profit rates of 25 basis points and estimates the following
impact on the net profit for the year and net assets at that date:

2010 2009
Equity Profit or Equity Profit or
(oss) (loss)
KD KD KD KD
Fluctuation in yield by 25 basis
points 5,870 5,870 963 963

A 25 basis points negative fluctuation in the profit rates would have the sam¢, but opposite,
effect on the net profit or loss for the year and equity.

Fair value

The fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm’s length transaction. Underlying the
definition of fair value is the presumption that the Group 1s a going concern without any
intention or need to liquidate, curtail materially the scale of its operations of undertake a
transaction on adverse terms.

In the opinion of the management, the estimated fair value of financial assets and liabilities that
are not carried at fair value at the reporting date is not materially different from their carrying
value.

Fair value hierarchy

The table below analyses financial instruments carried at fair value, by valuation method. The
different levels have been defined as follows:

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

Level 2: inputs other than quoted prices included within Level 1 that ar¢ observable for the
asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).

Level 3: inputs for the asset of liability that are not based on observable market data

(unobservable inputs).
Level 1 Level 2 Level 3 Total
2010 KD KD KD KD
Available-for-sale investments 5760 - 8,392,542 8,398,302
5,760 - 8,392,542 8,398,302

20. Capital management

The Group’s capital management objectives are to safeguard the Group’s ability to continue as
a going concern in order to provide retums 1o shareholders and benefits for other stakeholders
and to maintain an optimal capital structure 10 reduce the costs of capital. The Group’s

exposure 10 capital risk is limited as there aré no external financing as at the reporting date.
Further, the Group is not subject to externally imposed capital requirements, except the
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