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KRH ANNUAL REPORT 08

23. Proposed dividends

The Board of directors proposed in its meeting held on 31 March 2009 not to distribute dividends for the year 2008 (%7
cash, %5 bonus for 2007)

24. Dividends

On 15 April 2008 at the general assembly of the parent company’s the shareholders approved a cash dividend of 7% (7 fils
per share) and bonus shares of 5% (5 shares out of each 100 shares) for the financial year ended 31 December 2007.

25. Commitments and contingent liabilities

2008 2007
KD KD
Capital commitments
Bank guarantees 1,651,177 1,828,856

26. Comparative figures

Certain comparative figures have been reclassified to conform to current presentation of consolidated financial

statements.
le,  Wlte. Wt Wle. olle. wlle Wt olte. o)t
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22. Financial risk and capital management (continued)

e)

9)

46

Foreign currency risk management

Foreign currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. Management believes that there is minimal risk of significant losses due to exchange rate fluctuations and
consequently the group does not hedge foreign currency exposure. The Group had the following significant exposures:

2008 2007
KD KD
JOD 795,121 795,121
Saudi Riyal 1,228,508 1,228,508
AED 1,746,632 1,610,359
Bahraini Dinar 2,942,904 3,652,083

The table below analyze the effect of a 5% strengthening in value of the currency rate against the Kuwaiti Dinar from
levels applicable at 31 December 2008 and 31 December 2007, with all other variables held constant on the consolidated
statement of income or equity.

Foreign currency risk management

A negative amount in the table reflects a potential net reduction in consolidated statement of income or equity, while a

positive amount reflects a net potential increase:

Changein Effect on net profit before contribution to
currency KFAS, NLST, Zakat and Directors’ remuneration
rate in %

JOD 5% 39,756 39,756

Saudi Riyal 5% 61,425 61,425

AED 5% 87,332 80,518

Bahraini Dinar 5% 147,145 182,604
Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due.To limit this risk, management
has arranged diversified funding sources, manages assets with liquidity in mind, and monitors liquidity on a daily basis.
Ultimate responsibility for liquidity risk management rests with the board of directors, which has built an appropriate
liquidity risk management framework for the management of the Company’s short, medium and long-term funding
and liquidity management requirements. The group manages liquidity risk by maintaining adequate reserves, banking
facilities and reserve borrowing facilities, by continuously monitoring forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The current liabilities exceed the current assets by an amount of KD 18,268,196.The management is satisfied that it does
not encounter a problem concerning liquidity due to its ability to reschedule murabaha payables and liquidate certain
assets within non-current assets, when necessary.

Fair value of financial assets and liabilities

The fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing
parties in an arms’ length transaction. Underlying the definition for fair value is the presumption that the company is a
going concern without any intention or need to liquidate, curtail materially the scale of its operations or undertake a
transaction on adverse terms. As at the balance sheet date, the fair value of the company’s financial assets and liabilities
were not materially different from their carrying values.

Wile, wle.  @)le. wlite. wlle. wfe, w)lo. o)l o)l
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22. Financial risk and capital management (continued)

b)  Categories of financial instruments
2008 2007
KD KD
Financial assets
Cash and cash equivalents 3,188,021 6,322,939
Trade receivables (note 9) 1,079,690 1,620,766
Investments at fair value through statement of income 11,157,188 4,601,977
Available for sale investments 17,616,354 20,071,702
Financial liabilities
Trade payables (Note 18) 427,949 197,344
Murabaha payables (note 17) 36,316,463 22,751,838
¢) Creditrisk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party
toincurafinancial loss. The credit policy is monitored on an ongoing basis. The group seeks to avoid undue concentration
of risks with individuals or group of customers in specific location or activity. through diversification of lending activities
and obtaining the suitable guarantees when appropriate. The maximum credit risk exposure is not materially different
from the carrying values in the consolidated financial statements.
d) Equity price risk
Market risk is a risk that the value of a financial instrument will fluctuate as a result of changes in market prices. Financial
instruments, which potentially subject the Group to equity price risk, consist principally of available for sale investments.
The Group manages this risk by diversifying its investments on the basis of the pre-determined asset allocations across
various categories, continuous appraisal of market conditions and trends and management estimate of long and short
term changes in fair value.
The following table demonstrates the sensitivity of the changes in fair value to reasonably possible changes in prices,
with all other variables held constant.
Effect on net profit Effect on
Kuwait Change before contribution consolidated
in price to KFAS, Zakat and statement of
Directors’' remuneration equity
Investments at fair value
. 5% 557,859 -
through statement of income
Available for sale investments 5% - 880,818
2007
Effect on net profit Effect on
) Changein before contribution consolidated
Kuwait .
price to KFAS, Zakat and statement of
Directors’' remuneration equity
Investments at fair value
) 5% 230,099 -
through statement of income
Available for sale investments 5% - 1,003,585
So et ot Wl @le. wlte, @lfe. @)t ot
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21 .Segmental Information (continued)

b) Secondary segment information — Geographical segments

The Groups'geographical segments information is as follows:

31 December 2008
Segment income
Segment result
Segment assets
Segment liabilities

31 December 2007

Segmentincome
Segment result
Segment assets
Segment liabilities

22. Financial risk and capital management

a)

44

. One Middle East
Kuwait .
Countries
KD

(732,696) 3,423,940 2,691,244
(4,852,815) 3,423,940 (1,428,875)
48,979,514 28,510,864 77,490,378
38,341,348 2,329,424 40,670,772
2,052,519 2,200,262 4,252,781
35,398 2,200,262 2,235,660
47,849,053 17,543,856 65,392,909
24,057,399 - 24,057,399

The group’s objectives when managing capital are to safeguard the group’s ability to continue as a going concern, so that

it can continue to provide returns for shareholders and benefits for other stakeholders and to provide an adequate return

to shareholders by pricing products and services commensurately with the level of risk. The group sets the amount of

capital in proportion to risk. The Group manages the capital structure and makes adjustments to it in the light of changes

in economic conditions and the risk characteristics of the underlying assets. In order to maintain or adjust the capital

structure, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new

shares or sell assets to reduce debt.

Capital risk management

Borrowing rate

The borrowing rate at the end of year was as follows:

Murabaha payable
Cash and cash equivalents
Net lending

Equity attributable to the equity holders of the parent

Capital invested
Net borrowing to equity

2008 2007
KD KD

36,316,463 22,751,838

(3,188,021) (6,322,939)

33,128,442 16,428,899

36,819,606 41,335,510

69,948,048 57,764,409

47.4% 28.4%
o, Wt wllte. Wite. wlte. wte. Wte. WIle. o)
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21 .Segmental Information (continued)

Real Estate management sector, constructions sector, investment property sector, financial investments sector, .and

cleaning sector.

There are no inter-segmental transactions. Below is an analysis of the above segments which comprise the primary

segments information.

A) Primary segment information - Business segments
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18.Payables and other credit balances

2008 2007

KD KD
Purchase of land payables 2,329,424 -
Trade payables 427,949 197,344
Accrued expenses and leave 824,472 462,669
Advance income 6,472 32,814
Third party insurance 78,502 75,043
Staff payable 9,755 11,355
KFAS - 21,058
Director remuneration - 30,000
National Labor Support Tax (NLST) - 51,785
Zakat - 1,266
Other credit balances 68,066 44,478

3,744,640 927,812

Purchase of land payables represent due amounts from purchase of land in the UAE.
19.General and administrative expenses
2008 2007

KD KD
Senior management benefits and salaries 318,000 262,000
Staff costs 967,303 449,739
Depreciations 416,902 594,333
Other 513,806 189,636

2,216,011 1,495,708

20. (Loss)/ earnings per share

(Loss)/ earnings per share are calculated by dividing the net profit for the year by the weighted average number of
ordinary shares outstanding during the period taking into account treasury shares, as follows:

2008 2007
(Loss) / profit for the year (KD) (1,431,850) 2,235,660
Weighted average number of shares outstanding (No’s) 308,553,000 308,553,000
(Loss) /earnings per share (fils) (4.64) 7.25

Weighted average number of shares outstanding for the current year and the comparative year as a result of the bonus
shares approved by the general shareholders’ general assembly (note 24).

21 .Segmental Information

The group is organized into functional divisions to manage its various lines of business (business segments) based on
the structure of internal reports to parent company’s management, or into segments based on the geographical areas
the company operates in (geographical segments). The business segments represent its main segments. For reporting
purposes regarding the main segmental information (business segments), the management has combined its products
and services into the following business segments:

e wite. Wte. wlfte. dle. Wt wle. ol wle.
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13. Share capital

On 15 April 2008 the general assembly of parent company’s shareholders approved a capital increase in the parent
company from KD 30,000,000 distributed over 300,000,000 shares to KD 31,500,000 distributed over 315,000,000 shares
through the distribution of bonus shares at 5% (note 24) with a par value of 100 fils per share.

14. Statutory reserve

In accordance with the Kuwait Commercial Companies’Law of 1960 and the company’s articles of association,as amended,
10% of the net 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 of the statutory reserve is limited to the amount required to enable the payment of a dividend of 5% of

paid-up share capital to be made in years when retained earnings are not sufficient for the payment of a dividend of that

amount. The group’s management did not make the transfer to statutory reserve because of the loss of the year.

15. Voluntary reserve

In accordance with the parent company’s articles of association, a percentage is transferred to the voluntary reserves as
proposed by the board and approved by the general assembly. This transfer was stopped by a resolution of the general
assembly of shareholders based on a proposition from the Board of Directors. The group’s management did not make the

transfer to voluntary reserve because of the loss of the year.

16.Treasury shares

2008 2007

Number of shares (No's) 6,447,000 6,140,000
Percentage of issued shares (%) 2.05 2.05
Market value (KD) 380,373 1,264,840
Cost (KD) 1,452,034 1,452,034

17.Murabaha payable

2008 2007
KD KD
Maturing within one year 30,387,268 15,038,379
Payable after one year 5,929,195 7,713,459
36,316,463 22,751,838

Murabaha payable is granted by local financial institutions against certain available for sale investments. The average
effective cost is 8.5% as at 31 December 2008 (31 December 2007:8.5%)

e, e
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10. Related party transactions (continued)

Executive Other

Major

and Senior related
shareholders .
management parties

Consolidated balance sheet KD KD

Investments at fair value through statement of

) 11,157,188 - - 11,157,188 1,696,937
income (managed by a related party) (note 10)
Available for sale investments with a key
3,483,750 - - 3,483,750 3,483,750
shareholder (note 8)
Investment properties managed by related part
prop K / party 2,499,750 - - 2,499,750 -
(note 5)
Due from unconsolidated subsidiaries - - 96,687 96,687 23,059
Due from associate (note 9) - 18,670 18,670 22,500
Consolidated statement of income
Senior management benefits and salaries
- 318,000 - 318,000 262,000
(note 19)
Portfolio management fees 3,584 - - 3,584 6,719
Cleaning and maintenance contracts income 117,235 - - 117,235 110,215
Finance charges - - 81,992 81,992 -

11. Investments at fair value through statement of income

Trading:
Local unquoted funds and securities 1,146,555 4,364,309
Foreign investments in a real estate fund 10,010,633 237,668

11,157,188 4,601,977

Investments at fair value through statement of income are managed by a related party (31 December 2007: KD

1,696,937) (note 10).

12. Cash and cash equivalents

Cash in hand and at financial institutions 770,996 3,503,982
Cash in investment portfolios 1,879,724 1,604,184
Investment saving account 537,301 1,214,773

3,188,021 6,322,939

A return on Company’s saving account at 2.867% is realized (2007:5.639%) annually.

e, Wt wlte. Wte. wlte. wle. Wte. olle. o)t
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9. Receivables and other debit balances (continued)

Most trade receivables are due from ministries and government bodies result from cleaning work contracts over a period
from two to four years. The credit period agreed upon on in these contracts is 45 days. No interests or other charges
are added to the overdue trade receivables. Based on an assessment by the group’s management of the quality of the
balances due from trade receivables, the management believe it is necessary to establish a provision for the remaining

overdue trade receivables.

The aging analysis of trade receivables is as follows:

45 - 90 days 376,659 472,998
90 - 120 days 24,039 29,125
Above 120 days 173,951 305,811
Total 574,649 807,934

Movement in provision for doubtful debts

Balance at the beginning of the year 297,529 297,529
Provision created during the year 59,079 -
Balance at end of year 356,608 297,529

In determining the recoverability of a trade receivable, the Group considers any change in the credit quality of the trade

receivable from the date credit was initially granted up to the reporting date.

10. Related party transactions

Related parties represent associated companies, major shareholders, directors and key management personnel of the

group, and entities controlled or significantly influenced by the such parties.

Pricing policies and terms of these transactions are approved by the Group’s management. Related parties transactions

are as follows:

to.  Wite,  @te. Wt o)l
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8. Available for sale Investments

2008 2007
KD KD
Investment in unquoted local shares 10,414,376 11,855,753
Investment in quoted local shares 1,488,113 1,725,000
Investment in unquoted foreign shares 5,713,865 6,490,949
17,616,354 20,071,702

Due to the prevailing deteriorating economic conditions in the area, the group’s management recognized impairment
losses in local and foreign unquoted investments of KD 2,445,777 as at 31 December 2008 resulting from the sharp

decline in the fair value of these investments.

The available for sale investments include an amount of KD 3,483,750 managed by related party (note 10).

Movement on available for sale investments represents:

ERC
EYaS

2008 2007
KD KD
Balance at the beginning of the year 20,071,702 14,098,676
Addition 262,500 7,669,583
Transferred from investments at fair value through statement of income 6,863,944 -
Disposals (6,265,053) (1,492,807)
Change in fair value (870,962) (203,750)
Impairment on available for sale investments (2,445,777) -
17,616,354 20,071,702
9. Receivables and other debit balances
2008 2007
KD KD
Trade receivables 574,649 807,934
Other receivables 861,649 1,110,361
Provision for doubtful debts (356,608) (297,529)
1,079,690 1,620,766
Prepaid expenses 52,297 56,212
Due from associate 18,670 22,500
Due from employees 229,584 155,415
Accrued revenues 28,524 55,270
Refundable deposits 12,166 13,380
1,420,931 1,923,543
It I fe.  olte  wlte  @lle. wlte. o)te. o)t e
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6. Investments in associates (continued)

The group’s share in business results of Al-Fanar Investment Company K.S.C. (Closed) is recognized as per the audited

financial statements as at 31 December 2008.

During the year, the Group subscribed to 24.5% of the initial shares of Olive VB Holding Company (holding B.S.C.

(Closed)) in the Kingdom of Bahrain at a cost of BD 2,091,409 equivalent to KD 1,457,167.

The group’s share in the assets, liabilities, revenues, and net profits of associates is as follows:-

31 December 2008

Al-Fanar Investment Company (K.S.C. (Closed))

Olive VB (holding B.S.C (closed))

31 December 2007

Al-Fanar Investment Company (K.S.C. (Closed))

Unquoted

Unquoted

Unquoted

7. Investments in unconsolidated subsidiaries

Analysis of unconsolidated subsidiaries is as follows:

Name of the Percentage of Country of .
. L Book value . . Activity
companies ownership interest incorporation

8,213,585

Liabilities
and reserves

1,625,687

309,500 (27,727)

I R 0 N 0 I 2 I I

.| | | oo Jl o /] |

Jordanian River Kuwaiti for
Investment Co.

First National for Consulting Co.

Sabe’eh For Consulting Co

National Vision for trading Co.

Time Line Project Management

First Kuwaiti for Cleaning
Company

65%

100%

100%

100%

80%

100%

65%

100%

100%

100%

80%

100%

795,121 795,121
104,055 100,000
108,395 100,000
75,000 75,000

- 200,020

- 100,000
1,082,571 1,370,141

Jordan

Kuwait

Kuwait

Kuwait

Kuwait

Kuwait

Financial
investment

Management
consulting

Management
consulting

General Trading

Management
of engineering
projects and
constructions

All cleaning and
waste transport
engagements

Unconsolidated subsidiaries are recognized at cost because they have not commenced actual activities as at 31 December

2008.
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5.

6.

36

Investment properties

| 2008 [ 2007
k0|

At fair value

Balance at the beginning of the year 22,331,724 10,434,109
Additions 19,845,106 12,271,264
Disposals (9,553,576) (1,547,846)
Change in fair value 287,032 1,174,197
Balance at end of year 32,910,286 22,331,724

Investment properties are recognized at fair value determined on the average of the evaluations carried out by; KFH,
Al-Gal Real Estate Investment company, and Enad Al-Sahly Real Estate Center for investment properties in Kuwait, and
Al-Bawaba Al-Fadia Real Estate for properties owned by the company in the Kingdom of Bahrain. The fair value of the
properties based on the latest transactions for similar properties in the known market due to the nature of the properties
and availability of comparative data.

The disposals represents lands and property sold inside and outside Kuwait which resulted in a profit of KD 1,409,889.

Investment properties includes an amount of KD 2,499,750 in a real estate development project managed by related
party (note 10).

Investments in associates

Percentage of ownership
Name of associates : 2008
interest

% %

Al-Fanar Investment Company K.S.C. (Closed) 43.07 43.07 6,587,898 6,460,075
Olive VB (holding B.S.C (closed)) 24.5 - 1,456,741 -
8,044,639 6,460,075

The movement on investments in associates is as follows:

Balance at the beginning of the year 6,460,075 -
Additions during the year 1,457,166 6,460,075
Group’s share of associates results (27,727) -
Group’s share in associate’s reserves 155,125 -
Balance at 31 December 2008 8,044,639 6,460,075
e, w)fe.  elte.  elfe. wlte. Wte. elfte. wlte. o) te
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2.27 Significant accounting judgements and estimation uncertainty (continued)

34

Classification of investment property
The group decides on acquisition of a real estate property whether it should be classified as trading, property held for
development or investment property.

The group classifies property as trading property if it is acquired principally for sale in the ordinary course of business.

The Group classifies property as property under development if it is acquired with the intention of development. The
Group classifies property as investment property if it is acquired to generate Lease income or for capital appreciation, or
for undetermined future use.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities in the
consolidated financial statements within the next financial year are discussed below:

Valuation of unquoted equity investments
Valuation of unquoted equity investments is normally based on one of the following recent arm’s length market
transactions:
« current fair value of another instrument that is substantially the same;
« the expected cash flows discounted at current rates applicable for items with similar terms and risk characteristics;
or
+ other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments requires significant
estimation.

Consolidated subsidiaries

The consolidated financial statements include the financial statements of the parent company and its subsidiaries (the
group) as follows:

. Percentage of Country of , o
Name of the companies . . ) The company’s objectives
ownership interest incorporation
2008 2007
Al Omran Real Estate Development State of Investment and development of
100% 100% )
Company K.S.C.(Closed) Kuwait real estates
. . . Project management and
Time Line Project Management K.S.C. State of . - .
80% 80% . maintenance in Kuwait and
(Closed) Kuwait
abroad
First Kuwaiti for Cleaning Company State of All cleaning and waste transport
100% 100% )
K.S.C.(Closed) Kuwait engagement

The total assets of subsidiaries amounted to KD 40,579,282 as at 31 December 2008 and their total profit amounted to KD
981,653 for the year ended 31 December 2008.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.25 Operating lease contracts

Operating lease income of the assets leased by the Company is recognised in the statement of income on a straight-line
basis over the lease term.

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 recognized in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are recognized as a liability.
The aggregate benefit of incentives is recognised as a reduction of Lease 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.

2.26 Segment reporting

A segment is a distinguishable component of the group that is engaged in providing products or services, business
segment or providing products or services within a particular economic environment, geographical segment, where it is

subject to risks and rewards that are different from other segments.

2.27 Significant accounting judgments and estimation uncertainty

Accounting judgements
In the process of applying the group’s accounting policies, management has used judgements in the consolidated

financial statements.

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 judgement. 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.

Investment classification
Management decides on acquisition of an investment whether it should be classified as held for trading, at fair value

through statement of income, available for sale or held to maturity investments.

Financial investments at fair value are investments which are designated as held for trading investments and investments
at fair value, at initial recognition, through consolidated statement of income on initial recognition.

Classification of investments as investments at fair value through statement of income depends on how management
monitors the performance of these investments.When they are not classified as held for trading but have readily available
reliable fair values and the changes in fair values are reported as part of income statement in the management accounts,
they are classified as at fair value through statement of income. All other investments are classified as available for sale.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.21

2.22

2.23

Derecognition of financial assets and financial liabilities

Financial assets
Afinancial asset (or where applicable,a part of a financial asset or part of a group of similar financial assets) is derecognized
where:

+ therights to receive cash flows from the asset have expired, or the group retains the right to receive cash flows from
the asset, but has assumed an obligation to pay them in full without material delay to a third party under a‘pass
through’arrangement, or

+ the 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 nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

+ When the group has transferred its rights to receive cash flows from an asset and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the asset is recognised to
the extent of the Group’s continuing involvement in the asset. Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the

maximum amount of consideration that the group could be required to repay.

Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires.Where 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 de-recognition of the original

liability and the recognition of a new liability.
Foreign currency translation

Foreign currency transactions are recorded in KD at the rate of exchange ruling at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are translated into KD at the rates of exchange prevailing on the

consolidated balance sheet date. Resulting gains or losses on exchange are recorded as part of the results for the year.

Revenue recognition

Lease income is recognized on accrual basis, and the profit resulting from management and maintenance of third party
properties, and construction and cleaning contracts is recognized on a time proportion basis according to the principles
and rates stated in these contracts. Income from real estate investments is recognized on finalization of sale transaction

and transfer of risks to the purchaser.Income from financial investments is recognized on finalization of sale transaction.

2.24 Dividends

32

Dividends are recognised as a liability in the group’s consolidated financial statements in the year in which the dividends

are approved by the shareholders.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.15 Treasury shares

Treasury shares consist of the group’s own shares that have been issued, subsequently reacquired by the group and not
yet reissued, sold or cancelled. No gain or loss is recognized in the consolidated statement of income on the purchase,
sale, issue or cancellation of the treasury shares. Consideration paid or received is directly recognized in consolidated
statement of equity.When the treasury shares are sold, gains are credited to a separate account in consolidated statement
of equity (treasury shares reserve) which is not distributable to shareholders. 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 and then
to 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 treasury shares reserve 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.

2.16 Provision for employees’ end of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labor Law and employee contracts. This liability,
which is unfunded, represents the amount payable to each employee as a result of involuntary termination on the
consolidated balance sheet date, and approximates the present value of the final obligation.

2.17 Financial instruments

Financial instruments are recognized in the consolidated balance sheet when the group becomes a party to the

contractual provisions of the instrument.

2.8 Investments (continued)

2.18 Financial liabilities

Financial liabilities are measured at cost.

2.19 Murabaha payables

These are financial liabilities created by Murabaha and Wakalah contracts. They are recognised initially at fair value, net
of transaction costs incurred. Murabaha and Wakalah payables are subsequently carried out at amortised cost using the
effective yield method. Cost of Murabaha and Wakalah payables is expensed in the consolidated statement of income on
a time proportion basis.

2.20 Finance costs

Finance costs incurred by the group arise from wakala payable contracts or from different financing sources in accordance
with the Islamic Shari‘a provisions. Estimated finance costs are recorded over the financing periods using the assets of
these liabilities,and an estimated cost rate is applied according to the conditions stated in the relevant contracts. Finance
costs finally recognized are adjusted when these costs are confirmed by the end of the wakala payable contracts or
through the varied finance sources.
Wite, @)l )

3§ge3$&esﬁge’$ggggﬁgg»
'aﬁ“m’ 'aﬁ‘s%sé’ 'wj“% gﬁ‘gxﬁg N

A

o) to. e te, RERT R
AL INHE ) Y X5 31
Ly’ )



08 krH ANNUAL REPORT

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.9 Impairment of financial assets (continued)

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. Where an impairment loss
subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have

been determined had no impairment loss been recognized for the asset (cash-generating unit) in prior years.
Impairment losses are recognized immediately in the statement of income.
2.10 Inventories

Spare parts and materials are not intended for resale and are valued at cost after making allowance for any obsolete or

slow moving items. Cost is determined on a weighted average basis.

2.11 Provisions

A provision is recognized in the consolidated balance sheet when the group has a legal or constructive obligation as a
result of a past event, it is probable that an outflow of economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the obligation. If the effect is material, provisions are determined by

discounting the expected future cash flows that reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability.

2.12 Receivables
Receivables are initially recognized at fair value and subsequently measured at cost less provision of impairment losses.

2.13 Related party transactions

Related parties consist of directors, executive officers, their close family members and companies of which they are

principal owners.

All related party transactions are conducted on an arm’s length basis and are approved by management.

2.14 Cash and cash equivalents

Cash and cash equivalents include cash on hand and balances at banks and portfolio managers.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.8

Investments (continued)

2.8.2 Available for sale investments

Investments available for sale are initially recognised at fair value plus transaction costs that are directly attributable to
the acquisition.

After initial recognition, investments available for sale are remeasured at fair value except for investments in equity
securities that do not have a quoted market price in an active market and whose fair value cannot be reliably measured,
which are measured at cost.

Unrealized gain or loss on remeasurement of available for sale investments to fair value is recognised directly in
consolidated statement of equity in “fair value reserve” account until the investment is derecognised or determined to
be impaired, at which time the cumulative gain or loss previously recognised in consolidated statement of equity is
recognised in the consolidated statement of income.

Exchange gain or loss on monetary available for sale investments is recognised in the consolidated statement of
income.

2.8.3 Fairvalue

For investments traded in organised financial markets, fair value is determined by reference to stock exchange quoted
market bid prices at the close of business on the balance sheet date.

For investments where there is no quoted market price, a reasonable estimate of fair value is determined by reference to
the current market value of another instrument which is substantially the same, or is based on the valuation techniques

commonly used by market participants.

2.8.4 Trade and settlement date accounting

2.9

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/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.

Impairment of financial assets

At each balance sheet date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an individual asset, the company estimates the recoverable amount
of the cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to the

smallest group of cash-generating units for which a reasonable and consistent allocation basis can be identified.

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 of
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been
adjusted.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.7

2.8

2.8.1

Impairment of tangible assets

At each balance sheet date, the group reviews the carrying amounts of its tangible 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. Where a reasonable and consistent basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-

generating units for which a reasonable and consistent allocation basis can be identified.

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 of
the time value of money and the risks specific to the asset for which the estimates of future cash flows have not been

adjusted.

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. Where an impairment loss
subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have

been determined had no impairment loss been recognized for the asset (cash-generating unit) in prior years.

Impairment losses are recognized immediately in the consolidated statement of income.

Investments

Investments at fair value through statement of income

Investments at fair value through statement of income are initially recognised at fair value, excluding transaction costs.
These investments are either “held for trading” or “designated”

Held for trading investments are acquired principally for the purpose of selling or repurchasing it in the near term or are
a part of a portfolio of identified financial instruments that are managed together and for which there is evidence of a
recent actual pattern of short term profit taking.

Designated investments are investments which are designated as investments at fair value through consolidated
statement of income on initial recognition. After initial recognition, investments at fair value through statement of income
are re-measured at fair value.

Gain or loss arising either from the sale or changes in fair value of “investments at fair value through statement of income”
are recognised in the consolidated statement of income.

2.8.2 Available for sale investments

28

Available for sale investments are financial assets that are not held as investments at fair value through statement of
income and which may be sold in response to need for liquidity or changes in yield rate.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.5

2.6

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 group’s investment in associate is accounted for under the equity method of accounting, i.e.on the balance sheet at
cost plus post-acquisition changes in the group’s share of the net assets of the associate, less any impairment in value and
the consolidated statement of income reflects the group’s share of the results of operations 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 recognized 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 that
investment. Any excess of the group>s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities over the cost of acquisition, after reassessment, is recognized immediately in the consolidated statement of

income.

Distributions received from the associate reduce the carrying amount of the investment. Adjustments to the carrying
amount may also be necessary for changes in the group’s share in the associate arising from changes in the associate’s
equity. The Group's share of those changes is recognized directly in consolidated statement of equity, from fair value

reserve or foreign currency translation reserve, as appropriate.

When the group’s share of losses in an associate equals or exceeds its interest in the associate, including any other
unsecured receivables, the group does not recognize further losses, unless it has incurred obligations or made payments
on behalf of the associate.

Unrealized gains on transactions with associate are eliminated to the extent of the group’s share in the associate.
Unrealized losses are also eliminated unless the transactions provide evidence of impairment in the asset transferred.

An assessment for impairment of investments in associates is performed when there is an indication that the asset has
been impaired, or that impairment losses recognized in prior years no longer exist.

The associate’s financial statements are prepared either to the parent company’s reporting date or to a date not earlier
than three months of the parent company’s reporting date using consistent accounting policies. Where practicable,
adjustments are made for the effect of significant transactions or other events that occurred between the reporting date
of the associates and the parent company’s reporting date.

Investment properties

Investment properties are initially recorded at cost. After initial recognition, investment properties are re-measured and
carried at fair value on an individual basis based on an annual external valuation by an independent real estate assessor.
Any gain or loss arising either from a re-measurement at fair value or sale is included in the consolidated statement of
income.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.2 Basis of preparation (continued)

On October 2008, the International Accounting Standard Board (IASB) published amendments to IAS 39 “Financial
Instruments; Recognition and Measurement”and IFRS 7 “Financial Instruments; Disclosure” These amendments to IAS 39
allows for the reclassification of non-derivative financial assets out of the “fair value through statement of income” and
“available for sale” categories in limited circumstances.

These amendments shall apply as of 1 July 2008.

The Group has adopted the amendments to IAS 39 and the related amendments to IFRS 7. As a result, the Group has
reclassified certain held for trading investments amounting to KD 6,863,944 from the “fair value through statement of
income” category 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 global financial crisis on the local and
regional equity markets.

The Group has recorded impairment losses of available for asle investments of KD 2,445,777 in respect of the reclassified

investments in the fair value reserve within consolidated statement of income.

2.3 Principles of consolidation

24

26

The consolidated financial statements comprise the financial statements of the parent company and its subsidiaries (the
group).

Subsidiaries are those enterprises controlled by the Parent company.Control exists when the Parent Company has the power,
directly or indirectly, to govern the financial and operating policies of a subsidiary so as to obtain benefits from its activities.
The financial statements of subsidiaries, other than those which are held with a view to disposal within twelve months are
included in the consolidated financial statements on a line by line basis from the date that control effectively commences
until the date that control effectively ceases. Intra-group balances and any unrealised gains and losses or income and
expenses arising from intra-group transactions, are eliminated in preparing the consolidated financial statements.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated impairment losses.
Depreciationis calculated based on the estimated useful lives of the applicable assets on a straight-line basis commencing
when the assets are ready for their intended use.

The estimated useful lives, residual values and depreciation methods are reviewed at each year end, with the effect of any
changes in estimate accounted for on a prospective basis. Maintenance and repairs, replacements and improvements of
minor importance are expensed as incurred.

The property and equipment items are derecognized when disposed off or when it is not expected for the group to
receive any future economic benefits from them. The gain or loss arising on the disposal or retirement of an item of
property, plant and equipment is determined as the difference between the sale proceeds and the carrying amount of

the asset and is recognized in the consolidated statement of income in the period in which they occur.

The residual values and estimated useful lives are reviewed and amended at each consolidated financial statements date,
and the amendments (if any) are applied on a future basis.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.2  Basis of preparation (continued)

IFRS 2:
Share-based payments

IFRS 8:
Operating segments

IAS 1:
Presentation of Financial Statements

IAS 23:
Borrowing costs

IAS 32: Financial Instruments: Presentation

IAS 27: Consolidated and separate financial
statements

IAS 40: Investment properties

IFRS 3:Business combinations

The amendment clarifies the definition of vesting conditions and
describes the accounting treatment of the grant that is actually considered
cancelled.

Disclosure of operating segments instead of business segments.

Presentation of changes in equity, total income, dividends, and other
amendments.

Requires the capitalization of borrowing costs directly attributable
to acquiring, creating, or producing the qualifying asset for this
capitalization.

The amendment requires companies to reclassify puttable instruments or
other financial instruments that allow the holder to put those instruments
to the issuer for cash or another financial instrument within equity if the
instrument has certain features.

The amendment provides for the recognition of financial transactions with
non-controlling interests (minority interests) within equity in case there
is no change of control, and no goodwill, profit or loss result from these
financial transactions. The standard also determines when the company
loses control; in such case, the remaining interests in the subsidiary after
loss of control is measured at fair value,and any profit or loss resulting from
re-measurement at fair value is recognized in the statement of income.

This amendment was a result of the IASB annual project issued in May
2008 whereby the under construction or under development properties
for future use will be treated as investment properties. When the fair value
model is chosen to be applied in recognition and measurement, the under
construction or development properties are measured at fair value, and in
case the fair value cannot be reliably measured, it will be measured at cost
till the construction work is over or till it is possible to determine its fair
value, whichever occurs first.

The standard requires the use of the acquisition method in business
combinations, makes important changes in the measurement of payments
at acquisition date fair value, and necessitates reclassification of potential
payments as debts and their re-measurement though the statement of
income.

Dle, Wl @le. Wl @lile. Wle  wle. ole. ot o)t KR .

»ﬁégﬁ'— fg-»%»‘é% 5{ ‘3»&':&5. fgr%»"g +€. »‘9»%2&5{ ~‘9+$>"g 4-%‘ 3»%’:&5.4 .9»)»%:‘&&4%— 3»%’:&5. ‘9»»%‘& ﬁ'— ~'->’ ‘9»»%;‘ \ {;!Zﬁ.‘ 2 5
RE VERE IERC VEREC IFRE IERC VERC IFRE 3HRC YE 20 ) y :

ot et Ceytmt et Ceytmt Ceyimt eyt eyt Ceytmt eyt e a’



08 KRH ANNUAL REPORT

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

2.2

24

Basis of preparation (continued)

Interpretation 11 of the International Financial Reporting Standard 2; group and treasury share transactions. This
interpretation requires an arrangement by which the employee is granted rights to equity of the company which will be
accounted for as share option plan paid by equity, even if the company buys the instruments from other parties, or the
shareholders provide the required instruments.The group has not issued any instruments subject to this interpretation.
Interpretation 12; service concession arrangements. This interpretation was issued in November 2006.This interpretation
applies to the service concession operators and explains how to account for the obligations or rights received in service
concession arrangements.

Interpretation 13:customer loyalty programs.This interpretation was issued in November 2007.This interpretation requires
that customer loyalty programs award credits are accounted for as a separate component of the sale transactions by
which these rights were granted to customers. A portion of the consideration received from sales is allocated to awards
and deferred so that to be recognized as revenue over the period of the group’s redeeming of the economic benefit from
the awards.

Interpretation 14 of the International Accounting Standard 19; the limits on a defined benefit asset, minimum funding
requirements and their Interaction. This interpretation provide guidance on how to assess the limits of surplus amount
from a defined benefits plan recognized as an asset. It explains how the pensions asset or liability may be affected when

there is a statutory or contractual minimum funding requirement.

On May 2008, the IASB issued a group of improvements to the IFRS aiming at eliminating conflicting issues and
clarifying the technical terms used in these standards. The improvements were issued in two groups: group 1 includes
the amendments resulting in accounting changes regarding presentation, recognition, and measurement of elements
in financial statements, while group 2 includes amendments to the terminology or expressions and has no effect on
the presentation, recognition, and measurement of elements in financial statements. The first group of improvements
covered IFRSs and IASs numbers IFRS 5,1AS 1,1AS 19, 1AS 20, 1AS 23,1AS 27,1AS 29, 1AS 36, |AS 38, IAS 39, IAS 40,and IAS 41.
The second group included improvements to IFRSs and IASs numbers IFRS 7, 1AS 8,1AS 10, IAS 18, IAS 20, IAS 29, 1AS 34,
and IAS 40.These improvements come into effect as of or after January 1st 2009.The group chose to apply them as of
their specified effectiveness date, whenever these improvement were applicable to the consolidated financial statements

of the group

On July 2008, the International Accounting Standards Committee issued interpretation no. 15 for Agreements for the
Construction of Real Estate. This interpretation concerns whether the contract is accounted for according to IAS 11:
Construction Contracts, or the IAS 18: Revenue, in addition to the time of recognizing revenue from the construction of
real state.This interpretation has no effect on the consolidated financial statements of the group.

Before January 1st 2008, the IASB issued a number of international standards for financial reporting,and also amendments
to existing international accounting standards. The standards or amendments would be effective as of or after January
1st 2009.The group chose to apply these standards on the financial periods at which these standards or amendments

will start to be effective:

A REATY ) e ) e, W) fle. o) le. el elte Wl Wle. wlfle, o) lo
-‘9 »ﬁj "“&&54 e ‘9»%% ﬁ‘» -‘9 ’ﬁ"& +€. ‘9->$*‘L& ﬁ‘» 59 #ﬁ*"‘& ﬁ.- ‘9+$4g 5‘- '9-)%’4& 5‘- ‘9 *&Eg +e.- '9 »ﬁﬁ& 5‘- -‘9 ‘,&L& ﬁ._ '9 »%L& 5‘-
R COERE YERE VERC IERC YBNEC IERC IERC YERE AERC H»ERC

i S N A WA A WA WA M WA N WA M WA A WA Xl



KrRH ANNUAL REPORT 08

2.

INCORPORATION AND PRINCIPAL ACTIVITIES

Kuwait Real Estate Holding Company K.S.C (Holding) (“the parent company”) is a closed Kuwaiti shareholding company
incorporated on 19 January 1980 in accordance with the Commercial Companies Law in the State of Kuwait.The Company’s
share was listed on the Kuwait Stock Exchange on 12 April 2005.

The parent company’s objectives:

« Acquisition of shares of Kuwaiti or foreign shareholding and limited liability companies as well as participation in those
companies> incorporation, administration, lending and providing third party guarantees for these companies.

+  Grantloans to the companies in which the Company holds shares, guarantees them before third parties and in this case
the contributions ratio of the Company in the capital of the investee companies shall not be less than 20% minimum.

« Acquisition of industrial rights and related intellectual properties or any other industrial trade marks or drawings and
any other rights thereto, and renting thereof to other companies whether inside or outside Kuwait.

« Acquisition of movables and properties necessary for the Company to practice its activities pursuant to the limits
prescribed by law.

«  Utilization of the financial surpluses available with the Parent Company through investing the same in financial
portfolios managed by specialized companies and entities.

The Parent Company shall, in conducting its business activities, comply with Noble Islamic Sharia principles.

The group comprises the parent company and its subsidiaries (together referred to as“the Group”). Details of the subsidiaries
are set out in Note (3).

The address of the Company is P.O.Box 26371, Safat 13124, State of Kuwait.
The consolidated financial statements of Kuwait Real Estate Holding Company K.S.C (Holding) and its subsidiaries (the

group) for the year ended 31 December 2008 were authorized for issue by the parent company’s board of directors on 31
March 2009.

SIGNIFICANT ACCOUNTING POLICIES

2.1 Statement of Compliance

The financial statements have been prepared in accordance with the International Financial Reporting Standards (IFRS), the
Company’s memorandum and articles of association, and the Kuwaiti Commercial Companies Law of 1960.

2.2 Basis of preparation

The consolidated financial statements are prepared on the historical cost basis except for measurement at fair value of
investments through statement of income, available for sale investments and investment properties.

The consolidated financial statements have been presented in Kuwaiti Dinars which is the functional currency of the parent

company.

The following interpretations issued by the International Financial Reporting Interpretations Committee has come into effect as

of 1 January 2008, but they do not affect the consolidated financial statements of the group.
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Consolidated statement of changes in equity

Operating activities
(Loss)/profit for the year
Adjustment for
Depreciation

Unrealized profit on investments at fair value through statement of income

Group's share of an associate’s results

Gain on sale of available for sale investments
Impairment of available for sale investments
Increase in fair value of investment properties
(Profits)/losses on sale of investment properties
Gains of disposal of property, plant and equipment
Provision for doubtful debts

Cash dividend

Financing charges

Gains from financial institutions

Provision for employees’end of service indemnity

Changes in working capital:

Spare parts and materials inventory

Receivables and other debit balances

Due from related party

Investments at fair value through statement of income
Payables and other credit balances

Due to related parties

Cash (used in) / from operations

Employees’ end of service indemnity, paid

Net cash (used in)/from operating activities

Investing activities

Investment in an associate

Investments in unconsolidated subsidiaries
Purchase of property, plant and equipment
Purchase of investment properties

Proceeds from disposal of investment properties
Project under progress

Proceeds from sale of available for sale investments
Purchase of available for sale investments

Gains received from financial institutions

Proceeds from disposal of property, plant and equipment
Cash dividends received

Net cash used in investing activities

Financing activities

Cash dividends paid

Murabaha payable

Minority interest

Net cash from financing activities

Net decrease in cash and equivalents

Amendments arising from consolidation of subsidiaries
Cash and cash equivalents at the beginning of year
Cash and cash equivalent at the end of the year

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

22 ;

Note 2008 2007
KD KD

(1,431,850) 2,235,660

416,902 594,333

(1,032,397) (1,468,596)

27,727 -

(1,560,456) (1,026,065)

2,445,777 -

(287,032) (1,174,197)

(1,409,886) 132,846

- (7,564)

59,079 -

(917,564) (435,573)

1,904,108 417,304

(34,940) (34,930)

462,982 226,870

(1,357,550) (539,912)

5,875 13,098

443,533 (194,789)

(73,628) (12,169)

(12,386,758) 1,332,173

487,404 (108,758)

39,240 -

(12,841,884) 489,643

(270,302) (152,391)

(13,112,186) 337,252

(1,457,166) (6,460,075)

- (995,121)

(10,595) (162,934)

(17,515,682) (12,271,264)

10,963,462 1,415,000

(98,134) -

7,459,258 2,128,872

(262,500) (7,669,583)

34,940 34,930

- 34,867

917,564 435,573

31,147 (23,509,735)

(2,057,020) -

11,660,517 16,304,297

55,054 -

9,658,551 16,304,297

(3,422,488) (6,868,186)

287,570 -

6,322,939 13,191,125

12 3,188,021 6,322,939
Wt wle. wte. Wlte. le. o)fe.
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For Year Ended 315" December 2008

Consolidated statement of income
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08 krH ANNUAL REPORT For Year End 315 December 2008

Consolidated statement of income

Notes 2008 2007
KD KD
Revenue
Net lease income 160,789 151,290
Net profits from management and maintenance of third party properties 49,146 33,826
Net profits from construction contracts 90,253 -
Net losses from cleaning contracts (452,129) (394,275)
Unrealised gain from investments at fair value through statement of
. 1,032,397 1,468,596
income
Profits on sale of investments at fair value through statement of income - 455,425
Gains on sale of investment available for sale 1,560,456 1,026,065
Impairment losses on available for sale investments (2,445,777) -
Dividends 917,564 435,573
Change in fair value of investment properties 287,032 1,174,197
Gain/(loss) on disposal of investment properties 1,409,886 (132,846)
Group's share of an associate’s results (27,727) -
Other income 74,414 -
Net revenue from financial institutions 34,940 34,930
2,691,244 4,252,781
Expenses and other charges
General and administrative expenses 19 (2,216,011) (1,495,708)
Finance charges (1,904,108) (417,304)
(Loss)/ Profit for the year before KFAS, NLST, Zakat and Directors'’
. (1,428,875) 2,339,769
remuneration
KFAS - (21,058)
National Labor Support Tax (NLST) - (51,785)
Provision for Zakat - (1,266)
Director remuneration - (30,000)
(Loss)/profit for the year (1,428,875) 2,235,660
Attributable to :-
The parent company>s equity shareholders (1,431,850) 2,235,660
Minority interest 2,975 -
(1,428,875) 2,235,660
(Loss)/ earnings per share (fils) 20 (4.64) 7.25

The accompanying notes form an integral part of these consolidated financial statements.
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Consolidated balance sheet

Assets

Non-current assets

Property, plant and equipment

Project under progress

Investment properties

Investments in associates

Investments in unconsolidated subsidiaries
Available for sale investments

Current assets

Spare parts and materials inventory
Receivables and other debit balances
Due from related parties

Investments at fair value through statement of income

Cash and cash equivalents

Total assets

Equity and liabilities

Equity

Share capital

Statutory reserve

Voluntary reserve

Treasury shares

Treasury shares reserve

Fair value reserve

Group’s share in associate’s reserves
Retained earnings

Total equity of the parent company’s shareholders
Minority interest

Non current liabilities
Long-term Murabaha payable
Provision for employees’end of service indemnity

Current liabilities

Payables and other credit balances
Short-term murabaha payable
Due to related parties

Total liabilities
Total equity and liabilities

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

Khaled Fahd Ben SKhokr

General Manage

Notes

Muha

0 N O U»n

10
1
12

13
14
15
16

17

18
17

2008 2007
KD KD

1,835,442 2,241,749
98,134 -
32,910,286 22,331,724
8,044,639 6,460,075
1,082,571 1,370,141
17,616,354 20,071,702
61,587,426 52,475,391
40,125 46,000
1,420,931 1,923,543
96,687 23,059
11,157,188 4,601,977
3,188,021 6,322,939
15,902,952 12,917,518
77,490,378 65,392,909
31,500,000 30,000,000
1,532,115 1,532,115
1,532,115 1,532,115
(1,452,034) (1,452,034)
46,038 46,038
(870,962) 366,251
155,125 -
4,322,155 9,311,025
36,764,552 41,335,510
55,054 -
36,819,606 41,335,510
5,929,195 7,713,459
570,429 377,749
6,499,624 8,091,208
3,744,640 927,812
30,387,268 15,038,379
39,240 -
34,171,148 15,966,191
40,670,772 24,057,399
77,490,378 65,392,909

Chairman

mat{/Barrak Al-Mutair
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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 ended in accordance with International
Financial Reporting Standards.

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 parent company’s articles and memorandum of association. In our opinion, proper books of account have
been kept by the Parent 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 of the Parent Company.

We have not become aware of any contravention, during the year ended 31 December 2008, of the Kuwait Commercial
Companies Law of 1960, as amended, or the Parent Company'’s articles of association, that would materially affect the Group's
activities or its Consolidated financial position.

Qais M. Al-Nisf
License No.38-A
Moore Stephens Al Nisf & Partners

Member of Moore Stephens
International

Barrak Abdul Mohsen Al-Ateeqi
Licence No.69“A”

Al-Ateeqi Certified Accountants
Member firm of B.K.R International

Kuwait: 315t March 2009
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& ¢ AI-ATEEQL MOORE STEPHENS

ssa s R B EEBEIBIRRBRRRA PUBLIC ACCOUNTANTS
’ CERTILELE L¥
ACCOUNTANTS AL NISF & PARTNERS
P O Box 636, Safat 13007 Kuwait P.O.Box 25578, Safat 13116, Kuwait
Tel : + 965 - 2412880/ 2410885 Al Jawhara Tower, 6th Floor
Fax :+ 965 — 2454248 Khaled Ben Al-Waleed Street, Sharg, Kuwait

Ali Al-Salem Str,, Thuwaini Bldg. 3™ Flr.
E-Mail : alateeqi@ateeqicpac.com
Website : www.ateeqicpa.com

Tel +965 2426 999
Fax +965 2401 666

Independent Auditors’ Report to the Shareholders of Kuwait Real Estate Holding Company K.S.C
(Holding)

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Kuwait Real Estate Holding Company K.S.C (Holding)
(“the Parent Company”) and its subsidiaries (together referred to as “the Group”) which comprise of the consolidated balance
sheet at 31 December 2008, and the related consolidated statement of income, statement of changes in equity and statement
of cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the consolidated financial statements

The Parent Company’s 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 the 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
of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to fraud or error.In making those risk assessments,
the auditors consider internal control relevant to the Parent Company’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 Group'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.

A member of

S BKR A mgmber ﬁrm of
INTERNATIONAL Moore Stephens International Limited
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Independent auditors’ report and
consolidated financial statements

for the year ended 31 December 2008
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Report of the Sharia Control Committee

Praise be to God alone, prayer and peace be upon the Prophet, his family and Companions
To the shareholders in the Real Estate Kuwaiti Company Limited

God’s blessing and Peace be upon you

According to the Link Contract signed with us, we had reviewed the contract and transactions
of the company in order to give our opinion in the company’s commitment to the Islamic Sharia

provisions as mentioned in the views, guidance and Legal Decisions issued by us during the
period ending in 31/12/2008.

Compliance with the commitment is defined by the execution of contracts and transactions
according fo the Islamic Sharia Provisions as we have reported to the company’s administration;
our responsibility is restricted to giving an independent view of the company commitment to
that, according to our evaluation.

We have made our review according to the control standards issued by the accounting and
review committee for Islamic Financial Institutions which require from us the execution of
the audit and review in order to get all the information, explanations and adoptions that
we consider necessary to provide us with enough evidence to acknowledge reasonably the
company commitment to the Islamic Sharia as we had reported.

We have made our audit based on the examination of each type of contracts and transactions made
during that period and we think that our audits are an appropriate basis to give our opinion:

We concluded the followings:

1. The Company, during the defined period of time was committed to its obligations toward
the contract and transactions execution according to the Islamic Sharia provisions as
mentioned in the sharia view, guidance and adoptions issued by is during the defined
period, and we did not discover any Sharia violation contracting this opinion.

2. The company is not empowered to give Al-zakat (Charity giving) which is the shareholders
responsibility).

Sharia Control Committee

My

e
(:' —_—— N = ////‘ ‘ 9
A.D. Abdullah Al-Razak Al-Shayji A. Mdhammad Al-Jaser D. Abdul Aziz M-Kassar

President Member President Executive member
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Dear Shareholders

We have welcomed the year 2008 and we had a lot of hope that the this phase be the
launching of the Kuwaiti economy and the private sector, however, the anticipated projects,
concerning infrastructure and other real estate projects, were not suggested, and the rarity of
lands is continuing, which shall increase the expenses of the project.

The real estate activities during 2008 were not only affected by a decrease of the economic
activities, but they were also affected by the amendments made to the projects to limit the
conflicts made by the new laws that put restraints to the possibility of the companies that were
part of the investment to develop the special popular real estates, and thus the volume of sales
of real estate had decreased the first eleven months of 2008 by 32%.

The private sector is waiting for the government to enforce the investment on big projects that
were postponed or suspended many years ago, since expenditure has become one of the
major activities that move the economies that were infected by the crisis.

Dear Shareholders

Concerning the Kuwaiti Real Estate Holding Company, the Board will continue its effort in
looking for opportunities and partnerships in the Gulf region and in the Middle East or in
any other region were opportunities are great benefit. It shall also work on increasing the
effectiveness of the subsidiaries, on which this company is based.

In conclusion, | have the pleasure to express, in the stead of all the members of the Board,
the employees of this company as well as in my stead, our most profound gratitude and
appreciation to the Prince of our beloved Country, Sheik Sabah Al-Ahmed Al-Sabah, as well
as the crown prince, Sheik Nawwaf Al-Ahmed Al-Sabah, asking Allah to bestow upon them
his divine care and to grant well fare to this country.

| also have the pleasure to thank the shareholders for the faith they have given to the Board
and their continuous support. From our part, we would like to renew our oath that we shall
continuing exerting all possible efforts to achieve the goals of our company and may next year
bring the best results.

Peace upon you
Chairman of the Board
Mohamed Barak Al-Mutair
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Chairman’s Message
Dear Shareholders

Peace upon you. | am delighted to join you once again to present to you the annual report for
the previous year, 2008, which includes the execution and the results of the company’s work.

Dear Shareholders

It is not a secret to anyone that the challenges that were imposed by the global financial
crisis on the world economies in general, and on the economies of the Gulf countries in
particular, due to the relation between the economies of the countries in the region and the
global economy. The effects of this crisis has started to cast its shadows on the economies of the
region, including Kuwait, where we are starting to notice the limitation or extreme reservation
in credit operations, as well as a big reduction in oil prices, which are now very low in
comparison with the beginning of 2008, which registered very high numbers.

These events had affected the money market in the region, and then we noticed a decrease in the
prices of real estate, the signs of stagnation in activities and real estate projects, and some were
even cancelled, while being in their advanced stage of execution. This crisis has even disturbed
the strategies and plans of the companies to the credit crisis and the lack of liquidity.

Dear Shareholders

The Board and all the workers in the company have been cautious to improve the performance
of your Kuwaiti Real Estate Company, through executing work activities, and achieving the
best performance through executing the company’s strategy accurately.

In this context, the company accomplished some achievements, the most important of which
is the completion of the expansion plan, as well as the presence in the markets and pioneer
sectors, while having different sources of income that abide by the company’s activities.

Itis my pleasure to announce thatthe company has succeeded in owning 24% of Olives Company
in Bahrain, which is specialized in managing facilities and investing in infrastructure.

The company was also able to sell, before the strike of the global economic crisis, its shares in
the capital of the First Bahrain Real Estate Development Company and achieve good profits.

The company was also interested in searching for opportunities and unconventional and high
profit real estate projects that give great benefits to the company, as well as enforce the
activities of the sister companies, through achieving some international and regional treaties
that may enforce the operational and productive competences.

to.
2L
xR
et

Wle. Wt Wle. Wit wlle. wte. wllte. .Ile. )
1 O 34»%%&5. ‘9 »%ﬁ ﬁ‘» 59 ‘)ﬁ%& ﬁ.- ‘9 > %& 5‘- '9 "%’F& 5‘- ‘9 -»w%&«-e.- '9 "%’F& 5‘- -‘9 ’ﬁ%&ﬁ{ '9 *%@
VERE YERE VEREC VBRC IERE VERC VRRE YHAC VE
e eimt Teytme Teytmt Caytme eyt Cegteme Cegtemt eny?



KRH ANNUAL REPORT 08

Table Of Content

Chairaman’s Message 10-11
The Sharia Control Panel Report 13
Independent Auditors’ Report 16-17
Balance Sheet 19
Statement of Income 20
Statement of change in shareholders’ Equity 21
Statement of Cash Flows 22



08 krH ANNUAL REPORT




KrRH ANNUAL REPORT 08

Executive Management

Mr. Khalid Fahod Ben Shokor

General Manager
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Mr.Faisal Ali Al-Osaimi
Board Member

Board of Directors

Mr. Mohammad Barak Al-Mutair
Chairman

Mr.Ali Ahmed Al- Zbeid
Board Member

Mr.Naiji Abdullah Al-Abdulhadi
Board Member
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