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Dear Shareholders,

| &M pisssed © preaent o you, on behall of oy fefow
ITEmaEas Of iNe Boad, e amual ool ol First Bss
Eaiate Co, inthuding the resulis of aoihities dunng
ihe fimcal yesr ending on 31 st December 2030

Although the orliical e offioult phase of he
eiarrEdions nenclal cAss & slmogt over, B Mo
fepong mdcain, -5 Bl going through B state of
Iragte moovery thal needs mone euppoet to ensurs
Uk recoven THers 8 8 copsensus that GOO sates
were Iorivnsiely wes impanted by ihs origis and
were glgo ahead of oifier couniriss I tha werld
D g ol of [he orssin & elailvely moond fEne
FicwevEn, despits 8l ihees poaifive indicators. dhe
GCC countriss have not comghalely  overcoms
e impEcetions of he Ihsmetional firenciel cricks
There ara g4l some messurss gt reed o be faken
0 e [hs economy | DRGSR B ihoee seciors
whech wans gragtly mipacted by the crisio sich as
s real esfate sedior,

The coameany cantineed I adopi consenaiive
paiicies, iskng Mo consideration the confirky of
e repsive pressunes of the englg in 2010 on the
real gstaie ssciol within the megion end e
0 atay away om o the imescie of e nlermetional
il onsls, malirteining s valiis ol s sssats

Al e inancialisvel; the companys sssets odslsd BD
i 1,2 a5 at the end of 2010 comiparad o BD 65m
e &t the anc af 2008, we by 8.5%, whare the main
NCIEDEd WES N e minonty fghls, Shaeholtsrs
equity amounted o BO 45,7m as &t the and of 2010

Haitiest racEis

G

Mohammad Ibrahim Al-Farhan
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Fiedrman of ihe Board

cormpEsd 1o B 45.3m a2 a8t ihe and of 2002, up
v 0. 8% Havenies amouried 10 BD 2.6m in 2010
Egaingt BD 1.0m in 2008 up by 22% while expenses
enuEtes o B 23m compared o BO 1.7m i
2008 up by 28% afier tsong provisions of BD 5284
ory the company's ansets This visids a nsl profl of
B0 368 thousend 0 2010 against BD 171 houssnd
i @000, up by 1008,

i 2000, the compeny. comolstsd  meesiorgtion of
wiuhatsne projgot, which nas been fuly leased, In
Agwil, The 100 Resldencs Tower wes insuguraisd
end Ly Besen wilnin 8 faw momhe foiowirn e
afmcylign|

A8 far lulure - plans,, e oompany vl cossines o
ENpEne SURRNE oppariunities o enhancs s inoome
reguees and assals valua  while establiahing
siznoes (el waidd sivengihen B footorrd I the
fingdom a8 wel a8 conftmn lie atatise in ihe ssctor
B8 B Wik

Fenady, hwouldikeioedsnd, onbshaliofthamembars
of ihg bosvd and the company's stall, our sihcers
aratiucle and epprecsiinn Io our sheeholders for
theaif vaiLable confidente and contnuss sianor

| waoisld lles @len to thenk o marisgement and 28
tha giadl for halr dediceled effots jovwars greater
SCNEVETHENEE,







Introduction

Firet Real Estate Compernty was founded and rasiruchired ta achisve susiananie growth strategles
ano 8 promingnt repultation within ihe locs sl setate tnakel whils offeing rewaring apboriumities
ar Its invesiars, maragement and staf. Tha Comsany's eroiessionsl s BXOSAENSED MEnaneniant
tearm has worked ardently thraughout 2010 & proe Ling & oroager ieid of invesbnants by expanding
& tocus beyond the resldentisl markst o the cormmancl Ene wereholss market

crst Fed Eetete Company continues SHIVIRG 10 emahce s assdl velis ang mest shareholdar
EXPECTHEIONS tiaugn the inplementation of nfanned srawily ancl cuaitetdve civerstication inlllsivez on
both ihe lical and eaional levels,

Strategy
Firtd Real Estate siraieny s hased on the infitwing business model;

* Linctwer hidden opportuniiies In the real eatsiie sarsor

* Ascpiire new properlies with apomsoiation patartiel.

* Lanfl tracing and davalopmant

* crease and erhencs profistty of the Exaling propsrias,
® Having well defined s sirgiegios oy sach propsny

Visicn

Through the life cycle of assembling, grooming and monitoring a solid
portiolio of real estate sssets, the company seeks to create value at low
levels of risk for its sharehoiders, create opportunities for its customers and
experiance for its managers and staff.

Mission Statement

To oohtimize relums by Lrovickng high-cuslity, stable and secuee el estais
FRrasrenl onporiunties at low evsls of risk and masimize the value of neal
eslals Irvestmeants and prosecis that will be undertakan for e Banaft of the
Ehareiioes, cuslomsers and empiovess, by cormnbineng (he appoprials ik
0f people slong with cresfve panrng and strategy implemantation,




COMPANY'S
PROJECTS




Thmough its sirsfegy, Frel Real Estste Co, BRSO (Ciosed) sime (o realize consisient growih &nd
remarkshle mputationin ihe local real astete market, and o provida mvestors with eitractive investment
ORpCriities and masdkmiizing tha valus of thei instments, The Compary's straisgy lles in s oursst
ot luctalve iInvestient opporunities, in the eopRsiinn of propariss. land trading and development as
weell as targeting the desled profte In smxementing ihis siralegy, the oompany oousss an @ minimum
figk profiie 20 22 to provide maximum protection for the Invesiors and gherehoiders’ intermsels. This
Cuiminsies in bukding, developing and monfioring a sirong porticiio of resl estate assets, wihis laving
clown clear axit strategies for each ohidie proparty,

The company alac stives 16 snhence and maximize e vElLe of e asssts, in order o meet s
shamholder's expaotaiions fwaugh imglsmenting infistives of consistent grofsdh and diversification ot
LiGih tha Iooal and the regional lavels,

First Rest Estate Co. B.S.C, (Cloget) cwns roal astata Tk can be classiied o) two main categories:

) Inccrme-genarating real estals, pnd i trading and develonmen et estale. The Kallowing 18 8 briaf
acoount of each calegory:

L. Income Generating Properties

KINGDOM OF BAHRAIN

Juffair Compound 1

the Company acouired this residentia compound i June 2004, it

5 ipcaled im A

Juttar area; one of Manama's prime locations. Thia
uxurous Tty tumished compound comprises of 32 villas aver 300
square meters, gach with a privale swimming pool. The compoLnd

ig fLilly leasad

Juffair Compound 2

i oduly 2006 the company completely built and furmished s
lxLinous residential compound adjatent to Juffair Compoind (1)
The compound comprises of 22 fully furnished villas with 3 ot
area ol approximaiely 300 sguare meters. Each villa features an
nGependaent external maid's quarter ap

The compountd s fully leased




The 100 Residencs Tower, Al Fateh Area

Tre 100 Mesidenoe Tower was complsied &t the fourth quartear ol
2068, It = locabad In &) Feteh area n Judlalr, covering a otal butlt-
up ares of 22,510 squars melers. The project conssis of 27 fioors
contaring 104 lwarinus fully furmished apartmeants. The faclities
and services provided includs an Indear and an ouidosr swimming
oo, gmnesam, housskesping, and 24 hours securnity, The propot
|5 fify leased.

Warehouse at the Bahrain Investment Wharf, Al Hidd Area

In 2007, the comoany acquired a strategically situated land for investment purposes known as G28,
covering a total area of approximately 45,247 square meters at the Babhrain Investment Wharf. The
Company signed a 15 vear buiid-to-suit warehouse contract agreement with Potential Investor for
developing the land into a warshouse with a total built-up area of 31,000 sguare meters. The warehouse
was completed and handed over to the Potential Investor in August 2008, and is considered to be one
of the Company's most important income producing projects.

UNITED ARAB OF EMIRATES

Labour Accommodation at Muhalsanah Area - Dubai

in Ocicber 2607, and in allsnce wilh Injazzst Real Estate Development Company, the Compary
acquired a labour accommaaation bullding In Mubaisaneh area with a tolal aree of 5,287 sousra
meters. The bulidng comorizes of Wwo foors containing & 1ol of 407 rooms which have Desn
refurbighed. The proEcl B fully 'eseed,

. Land Trading and Development

KINGDOM OF BAHRAIN

(G26) Bahrain Investment Wharf - Al Hidd Area

larmear Company entered inta a long-tenm land leage agreement. wilh the Governmment of Bahrain
to develop the Babrain Invesiment Whad {BIW} which is located at Hidd Industrial asea. The project

covers a lotal area of about 1.7 milion square meters, and antails developing an indusingl zone

providing transport, cango and starage serices, & Commers al complex and a residential complex. In

2007, the company acguired a strategically located land in the Balwain Investiment Whart overlooking

=i L= AR
3,222 sqguare

tnieters,
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Al Seef Land - Al Ssef District

In September 2005, the Company acquirsd 50% ownership with
Dhow Real Estate Company ir a strategically located land in Al
Seet District North of Bahrain City Centre. In 2008, the land was
subdivided into 21 plots covering an area of 510,881 squars feat,
The Company decided to take advantage of the fand appreciation
prices in Al Seef area by selling thirteen of ts plots, covering & total
area of 336,203 square fest, generating a substantial income 10
the Gompany, Of the remaining eight plots, three were merged
cortainng a tofal land area of 70,290 square feet which will be
utibized for the development of a residential accommodation. The
Company alims to hold five remaining plots and sall them within the
next bwo years,

Al Seef Residential Project- Al Seef District

it Decemibar 2010, he mansgement decided to alier the project reuirement o begt st the cursr
maiet stustion in Babven by ceveloping iwo rmsidential fowers n hwo phoses. Bhase | oomprse of a
resicanitlal iower for both tong and shoe tam laass o be consiructed on 13 of fhe lgnd, eguivelent o
2,205 sgrn, Fhase  wil commence upen the completian of phase |, and wil compriss of & residenis
tonver fof kang term use, Phase s ourrerily uwodsr design snd will be composad of bty Saven finors
mace U of & ground floon, meazarins. thres car park levele, poo deck with more amersties. § Iyoicad
foors iy ehorl tsrm lesss and fiftesn Foors for tong term ese, The total bualt-un afea for fhis prolect
5 34,268 ¥ (Rehidng the car park)

Hidd industrial Land - Hidd Area
In September 2007, the company acquired & plot of land in Al Hidd industrial arca covering & total

i I i . Fhk ) o N Tt o S 1 i = = ol o B P n g =
area of 73,000 square feet, The Gon pany intenas o aevelop this plot into residential units for medium

nNoome buvers

Madaen Al Luz! Project - Hamad Town

I January 2007, the Company acouired soully sharss in Madaen Al Lusi Froject. The ormal plan for
the prajeat is to devaiop 105 vikas end 708 apariment unils snreadng owel &n arsa of TO0,000 souans
et at & toial cost of LISS 75 millon. Howaver, Madaen A Lug changed #s stralagy to peroslizing the
plots and salling them 1o potenial invesions
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Marsa Al Secf - Al Seef frea

hsrea Al Seaf Projsct 8 located n he Northam area of Al Seef amea. | ndludes developing self contained
waberinont oty exdenaive restdential towsrs, town houses, earemensal reiall ieoliies, office towsrs and
lEure @ ertartainmen EAoktes over 8 tote! anss of 25,835 600 souse faet

b1 Saptember 2008, the Compeny acodrad aquity shares i Marsa Al Sesl Invastimant Campany Limded.
The projec! company will peformn reclamation works arg provids infrastiuniung esnices and will SEler on
sal lends for polenis! devalopers 1o further develog the area according o ther 8et Master Fian,

= - ’ '- " N =2
T o | gLl
= ' - |

UNITED ARAB OF EMIRATES

Land in Jebal Ali - Dubai

As part of the Company's Strategy to expand in its
income generating projects, in August 2008, through
the Company's 25% share in Al Sanbouk Real
Estate L.L.C., the company acquired 2 piots of land
with a total area of 41,980 square feet in Jebal Ali,
Dubai. The plots are to be developed into a labour
accommodation complex containing 576 rooms.
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First: Performance of Domestic Economy

The international economic crisis that severoly bit the global financial sector dd not have much of a
negative impact in the Bahraini macro sconomy although the Kingdom is considerad a financiai center,
The Bahraini macro ecanomy realized a reat growth of about 3126 i1 2008 or one yvear attar the crisis
and is supposed 1o realize a strong growtn rate of about 4.4% in 2010 according to the Economist
Intelhgenice Unit. The bulletin anticipates that the positive and strong growth will continue in 20711
posting o rate similar 1o that of 2000 or about 4. 4% while the growth expectations rise up 10 5.6%
in 2012. The Babwaini economy’s reliance on the services secior in genearal, including the financial
services, which realized a higher than average rate of growth of about 6.6% n 2010, and expactsd
forige upto 719 N 2011 and 7.8% in 2012, means that the services sector will continue to recover
dalbeil 8t a siower pace compared o the pre crisis era.

The Bahraini government has adopted ar expansionist maonetary palicy, which contribiuted to early
recovary of the sconomy in 2009, This vielded a budget deficit in the order of 6.1% of the gross domestic
product. butl this can be avoided over the forthcoming three years 2010-2012 if the government
attends 1o keeping the budget balanced. Thus the public debt leve will start to diminish from 80, 1% of
the gross domestic oroduct in 2010 to 56.8% and 51.6% in 2011 and 2012 respactively,

With the decine of exports to aboul LSS 11,10 In 2009 from LUISE 17 .8kba in 20008 and the rise of the
public debt to about USS 14.7br m 2010 compared to about USE 10.2bh and US% 10.5bn in 2008
and 2003 respectively, the curent account surplus started to gecline down from USS 2.3bn in 2008 1o
about USE 0.56bn in 2008. It is anticipated to make a surplus of about USE 0.49bn in 2010 and ta slip
desary negatively to abour USS 01400 in 2011 before i starts to recover and get back to a surplius
level of about USS 0.54bn in 2012,

Although the Babraini Dinar is fully tied to the American dollar, which means exciusion of the exchange
tool in the face of inflation, ana the Bahraini economy being freely open to the word making it greatly
vulnerable to tha movement of commadity and services pricas @1 the world, the inflation rates remained
under control. The inflation rates peaked in 2007 posting 3.4% and stood at 2.7% and 2.5% in 2008
and 2010 respectively. [t ig expectad to dse minimally in 2011 to about 2.9% then to about 3.2% in
2012 with the heal being experienced by some economies around the worid leading to increased
demand on raw materials and foodstutfs.

In general, the Kingdom's econamy has overcame the implications of the intermational financial
orisis, having realized positive and relatively high growth, although &t a stower pace in 2009, With
the excoption of the crisis year that led to expansion in public borrowing to stimulate growth in public
spending, which had negative refiections on the budget deficit and subsequently on the current
account, expactations indicate that things will return o a natural situation ir the near future, However,
the real estate market will remain in s recession cycie due to the high stock of large units, construction
of which had started in the time of prosperity, Thus it will take some time untk the supply has been
absorbed and this means that pressure wii continue on its liquidity and prices of units. Howaver,
provided that the economy continues to post positive growth and the surrounding economies such
as the very hot Gatar economy continie 1o boom, the rea! estate markeat can be expected (o wach a
balanced state by 2012,

"



Second: Performance Indicators of the Domestic Real Estate Market

According 1o the information evailable from the Central Bank of Banramn, the real estate activities and
business senices contribution to tha gross domastic produe! increased gradualy dunng the vears
2007 -2009 recording an annual compound growth ate (ACGH of about 7.6%. from B 285m in
200110 abaut BD 512mn in 2009, Ths was m parahel with the increase in gross domestic product
whioh rose al an ACGH of aboul 11.8% for the same period and amounted (o about BO 7 284m
iri 20049 compared 0 about BOD 2.582m in 2001, The eal estale actvities and bUSiness senvices
contribution to the gross domastic product amounted 1 about 7. 1% o 2009 compaed 1o 86% in
2001, Mon-oil sectors posied an ADGRH of about 12% compared o aboul 1009% posted by e ol
sector during the same period.

The construchon loans amaunited o about B0 1,9m as at the end of 2010 (up 1o November calculatedd
on an annualized basis) e, a percantage of 31.3% of the 1otal loans of about BD 6.2bn up 1o
MNovermber calcuiated on an annualized basis), ug by abodl 17.7% comparad 1o the construction oans
as & the end of 2008, which amounted o about BD 1.7bp or 28.2% of total lcans ior the same year.
The construction loans as at the end of 2008 grew by about 26.2% to each B 1.5bn compared 1o
B0 776.6m as at the end of 2007,

Distribution of Loans and Facilities by Economic Sector except banks (in bilon BD)

6,249

5,888

5.885 8,000

B Construction Loans M Total Loans
5,000
4,184
4,000
3,000

2,000

1,00G

2010* 2009 2008 2007 2008 2005

Tabie - Scurce of the @ble 's frore Central Bans of Babrain

The numbear of construction permits ssued dunng the fest six months of 2010 up 0 June amounted
to about £.9 thousand permits or aboit 11,9 thousand permits caiCulated on an annualized ba-

si5 up by about 168.56% compared o 2000 when thay 0.2 thousand permits had been issuad.
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Comparison of construction loans to total loans

licenses : : ' T e A e
Addiions 5268% @278 G55% G563 4B0% G158  457% 4G54 ABO% 5450
Demoii and

S DE% ) 06% B4 10% 117 098% 412 24% 4§
Trplicing
Beckiiling 01% 12 01% 08 03% 54  02% 96  08% g
Total ficanses 0% 11,944 100% 10253 100% 11203 100% 10626  100% 11303

Table 2. Diata calculaled on anmeaised bass m June 2010

It s noted that the number of new construction permits numbered about 1.6 thousand or about 3.1
Mousand permits caiculated on an annualized basis compared (o 2.9 thousand pemits in 2000 up by
about 8.6%. As in most countries of the worid, the growth in construction works is driven by the end
usat, thal is, the private sector for commercial purposes.
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Financial Performance
First: The Financial Position

First Real Estate Co. s assets rose m 2010 by about 9.5% or BD 6.2m to about BD 77 .2m compared
to BD 65m in 2009, The real estate investments tem courted for the largest part of assets marking
about BD 58.8m or B3.6% of the company’s tolal assets (82.3% of total assets in 2009), up by aboaut
B0 Bm compared to 2009, This rise was dus o the acquisition of an unsubstantial share of BD 5.7m
irn &l Yai Co. comprising of three lands under development in Al Seel area. . The company maniained
its investrments avaiiable lor sale from 2008 to 2010 at about BO 4.8m or 6.9% of total assets {7 6%
of total assets in 2009). lvestments in an alfiliate company amounted to about BD 1.3m or about
1.8% of total assets (2.1% in 2009 dowr by about 8.3% from about BD 1.4m in 2008, it is worlh
mertioning that all these were investments in reat estale companies.

Devaliopment of First Real Estate Co.'s assets during 2005-2010

B Cash and cash equivalents - Investment Properties B nvestment i associate
W Other -eceivables B Amiabe for sale investmernt Other assets

0 Trade “ecerables

100,000
90,000
80,000
70.000
60,000
50,000
40,000
30,000
20,000

10,000

0]
2005 2006 2007 2008 2009 2010

Tradie recevables 37 % 2% 0.25% 0.12% 104 % 0.80%

Dash and cash enuevalents 1 63% 0 47% 15.63% 36 56% % 5. 50%
Investrment Prapartics q7.85% 99 13% a3 51 91% B2 21 % 43 59%

L'JI

Imvestrrent i assoainte - 3 97% 1.77%
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iota: habilites rose minimaly to about BD 18.7m which is very close 1o is level of 2008 marking some
BD 19.5m. There was no change in the pension funding which amounted o about BD 18m batween
2008 and 2010, Total sharcholders' equity also rose by about 12.1% or about BD 5.9 to about
B 51.5m, the major increase of which was in minority interest. The macroeconomic performance
improved positively on most economic sectors following a drop in the growin pace of mest of them
in 2009, With more liquidity inflows to the real estate sector, sorme units distinguished by strategic
ocation, supencr service and quaity boomed, which are also the jeatures of the compary’s real
gslale asasls and thus there has been an increass in the cccupancy rates of its units and mprovemen!
in the renial lavels,

Second: The Financial Performance

As at the end of 2010, the company realized revenues of about BD 2.5m compared to about BD 1.9m
i 20603, up by about BD 547 3k. This rise in total revenues was the result of growth in rental income by
about BD 1.4m to about BD 2.3m, counting for about 98.4% of fotad revente 151.5% of total revenue
in 2009). This increase resulted from operating a residential building that was developed and fully
leased by the end of 2010, In contrast, the Wakaia income dropped from BD 214,23k in 2009 o about
BD 26 in 2010. Murabaha incorme has increased from 53k In 2009 t© 86.2k in 2010, Other incomes
also dropped by about BD 18.5k, standing at abaut BD 47.4k in 2010 compared to BD 85.9k in 2000,

Expenses in 2010 amounted to about BD 2.2mn, up by about 28.3% from about BD 1.7mn in 2000,
This increass in expenses was due to the decrease in the falr value of real estate investments by about
BOD 525.9k which are unrealized losses. The real estate expenses increased by aboul BD 288.7k to
about BD 548.8k in 2010 compared to BD 260.2k in 2000 after operating the new residential building.
The funding expenses increased by about BD 267.5k 1o about BD 853.1k compared to BD 597.6k
in 2008,

Accordingly, net profits amounted tc about BD 226.1k minimally over 2008, The earning per share
reafized about 0.7 Bahraini fils compared to about 0.5 Bahraini fils in 2009, Profitability indicators,
Incluciing return on assets and return on equity are still far away frorm the levess realized by the company
during tha years from 20086 to 2008,

The following table suimmarizes some financial indicators for the period (2005 1o 2010}

Finaneial Indieators 20016 007 2one 2011
EPS - Fils 108 26.4 288 T4 i 0.7

ROE 10.1% 20.5% 13.7% 28.5% d.3% 0.3%
ROC 10.8% 26 4% 28 8% I7.4% 0.5% 0.7 %
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First Bahrain = Ansual Faporl 2629

First Real Estate Company B.S.C. (Closed)
Report Of The Board Of Directors And
Consolidated Financial Statements
31 December 2010
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First Bahrain ¢ Annual Report 2010

FIRST REAL ESTATE COMPANY B.S.C. (CLOSED)
REPORT OF THE BOARD OF DIRECTORS

The Board of Directors has the pieasure in submitting its report and the audited consclidated financial statements

for the vear ended 31 December 2010.

Principal activities and review of business developments

The Group Is engaged in the acouisition, develepment, renting out and sale of high quality, stable and secure real
estate investment opportunities in the Kingdem of Bahrain and other Gulf Co-operation Council countries.

The Group made a net profit of BD 228,153 during the year ended 31 December 2010 (2002: 8D 171,518} of
which a profit BD 369,187 is attributable to the equity hoiders of the parent (2009: BD 170,933} and a loss of BD

143,034 is attributeble by the non- controlling interests (2008: a profit of B[} 585)

Movement in retained earnings:

2010

BOD

Balance as of 1 January 5,102,389
Profit for the year 226,153
Transfer o statutory regerve (368,919)
Transfer to generai resorve -
Non conirolling interest 143,034
Balance as of 31 December 5,434,667

Auditors

2009
BD

4,957,096
171,518
(17,093)

(8,547)
(585)

5,102,389

Emst & Young have expressed thelr willingness o continue in effice and a resolution proposing their appointment, as
auditors of the Group for the vear ending 31 December 2011, wili be submitted to the Annual General Mesting.

Signad on behalf of the Board

G

Chairman
16 February 2011
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
FIRST REAL ESTATE COMPANY B.5.C. (CLOSED)

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of First Real Estate Company B.S.C. (closed)
ithe Company) and its subsidiary (the Group) which comprise the consolidatad statement of financial position as at
31 December 2010 and the consolidated staiements of comprehensive income, cash flows and changes in equity
for the year then ended, and a summary of significant accounting policies and other explanatory information,

Directors Responsibility for the Financial Statements

The Company’'s Board of Directors is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards and for such internal control as
management determings is necessary to enable the preparation of consolidated financial staterments {hat arc free
from material misstatements, whether due to fraud or arror,

Auditors’ Responsibility

Our responsibility is to exprass an opinion on these consolidated financial staterments based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical reguirements and plan and perfarm the audit to obtain reascnable assurance about whether
the 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 the auditors: judgment, including the
assessment of the risks of material misstatement of the consclidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entityss preparation
and fair presentation of the financial statements in arder to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Companys intemal
control. An audit also inchides evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates mads by management, as well as evaluating the overall presentation of the consolidated
financial statemants.

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

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position

of the Group as of 31 December 2010, its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.

HReport on Other Regulatory Regquirements

We confirm that, in our opinion, proper accounting records have been kept by the Company and the consolidated
financial statements and the contents of the Report of the Board of Directors relating to these financial statements,
are in agreement therewith, We further report, to the best of our knowlaedge and belief, that no violations of the
Bahrain Commerciai Companies Law, nor of the memorandum and articles of association of the Company have
occurred during the year ended 31 December 2010 that might have had a material adverse effect on the business
of the Company or on its financial position. We obtained all the information and explanations which we required

for the purpose of our audit. ;
f

16 February 2011
Manama, Kingdom of Bahrain
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2010

ASSETS

Non-current asseis

Furniture, equipment and vehicies
Investment properties
investments in associates
Availabie tor sale invastmeant

Current assets
Trace and other receivabies
Cash and cash equivalents

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Share premium

Statutary reservo

General reserve

Foreign currency rranslation reserve
Hetained earnings

Non-centroliing interests
Total eqguity

Mon-current liabilities
Yakaia finance
Advance from terants

Current liabilities
Wakala finance

Trade and other payabies
Advances from lenants

Total liabilities
TOTAL EQUITY AND LIABILITIES

Ce

Mohammad Al Farhan
Chairman

MNotes

=

= ip

11
12

13
14

=

15

16

4

18

18
20
19

2010
BD

38,786
59,519,911
1,257,430
4,939,942

. 65,756,069

1,535,462
3,915,553
5,451,016

71,207,084

33,390,000
27,241
4,749,930
2,155,826
(2,491)

5,434,657

45,765,163
5,715,773

51,470,936

5,000,000

- 725,400

5,725,400

12,899,221
532,427
479,100

14,010,748

19,736,148
_71,207,084

A

2009
BD

41 483
53,484,084
1,386,899
4,939,942
50,852,408

1,267,887
3,890,224
5,158,111

65,010,519

33,330,000
27,241
4713011
2,155,826
(4,453)
5,102,389

45,384,014
125,585

45,509,599
17,099,221

452,000
18,451,221

744,932
304,767

1049699
19,500,820

0101

Abduighaffar Abdulraiim Al Koohaji

Vice Chatrman

Tne atischad notes an page 24 to 45 form parl of Trese corsc:idetad financal statements
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year Ended 31 December 2010

2010 2009
Notes 8D BD

INCOME
Rental revenie 2,347,406 Q84,785
Murabaha income 66,203 53,037
Wakala income 2 214,279
Other Income 47,400 65,905
Change n fair values of investment properties B - 585682

2,461,085 1913688
EXPENSES AND OTHER CHARGES

Finance costs 18 853,127 581,836
Property expenses 548,966 260,244
Charge in fair valies of investment properties 8 525,999
Share of loss of assaciates G 131,431 407 321
Adminisirative expenses 61,642 64,739
Staff costs 88,162 59,362
Conguitancy and professional fees 13,126 9,848
Depreciation 7 12,422 11,182
Bad debt expense 11 - 228.642
Advances and other receivables written off = 108,196
2,234,882 1,742,170
PROFIT FOR THE YEAR 226,163 171,518

OTHER COMPREHENSIVE INCOME/ALOSS)

Foreign currency franslation 1,962 (4.453)

TOTAL COMPREHENSIVE INCOME FOR THE YEAR 228,115 | '16?,06‘5 |

Profit (loss) aftribulable to:

Equity hoiders of ihe parent 369,187 170,933
Non-controlting interssts {143,034) 585
226,153 171,518

The: attached notes cn page 24 to 45 form part of thege conscl cated financia stalaments
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CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended 31 December 2010

2010 2008
Motes BD BD
OPERATING ACTIVITIES
Comprehensive income for the year 226,153 171,518
Adjustmenis for :
Depreciation 7 12,422 11,182
Change in fair values of investment properlios 8 525,995 {505 682
Share of ioss of associates 2 131,431 407 321
Finance costs 18 B53,127 591,836
Murabaha and wakala income (bb,228) [267,316)
Bad debl expense - 228,642
Advances and other receivablies written off = LHEARE)
Operating profit before working capital changes 1,682,903 435,105
Warking capital changes:
Trade and other receivables {264,737) 483,756
Trade and other payables (212,505) {817,231)
Advances from tenants 447,733 83317
Net cash from operating activities 1,653,394 197,947
INVESTING ACTIVITIES
Purchase of furniture, equipment and vehicles T {9,725) £10,067)
Murabaha and wakaia income received 63,391 264,889
Addition to investment properties 8 (828,604) (5873.561)
Investment in associate 2 - (15,384)
Refund of investments in associates 9 A v
Net cash used in investing activities (774,938)  (3,824.662)
FINANCING ACTIVITIES
Wakala finance costs paid (853,127) ({546,636}
Dividend paid i = {25,042,500)
Net cash used in financing activities (853,127} (25.589,136)
INCREASE (DECREASE) INCASH AND CASH EQUIVALENTS 25328 (29,215,851)
Casn and cash equivalents at the beginning of the year 3,880,224 33,106,075
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 12 _ 3,915,553 3890224

MNon cash items:

1) Trade and other payables include the effect of unpaid wakala finance costs for the year amounting to BD 45,000
(31 December 2009 : BD 45,000).

2) Tradle and other receivables include the effect of accrued interest not yet received on short term deposits for the
year amounting 1o BD 5,265 (31 December 2002 : BD 2,427).

The attached notes on page 24 to 48 form parl of these consolidates financial staterments
e e N Y
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MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decarmber 2010

1- CORPORATE INFORMATION

First Real Estate Company B.S.C. {closed) {“the Company”) was incorporated in the Kingdorm of Bahrain on 10
September 2002 and registered with the Ministry of Industry and Commerce under commercial registration (CR)
number 49288, The Group is engaged in the acquisition, development, rental and sale of high quality, stable and
secure real estate investment opportunities in the Kingdom of Bahrain and Gulf Co-operaticn Council countries
("GCCY). The Group primarily operates in the Kingdom of Bahrain, The address of the Group’s registered head
oifice is Al Rossais Tower - Diplomatic Area, Room No 171 & 172, Building No. 283, Biock No 317, Road No
1704, Manama, Kingdom of Bahrain,

The Group comprises of First Real Estate Company B.S.C. [closed) and the foliowing subsidiary and associale
companias as of 31 Dacember 2010

Percentage Country of Year of

Fampany Heme share holding incorporation incorporation Y

Subsidiary:

Al Yai Resl Estate Company W.L.L. 50% L 2008 Real Estate
Bahrain

Associates:

Ai-Sanbook RE. Co (formerly Injazaat - United Arab “

! i I ?. S . > t

Busingss Management L.L.C.) 5 Emirates 008 Real Estaie

Asdaf Real Estate Company LL.C. 50% PR LInES 2009 Real Estate
Emirates

First Real Estate Company has a significant influence ie. the power to parficipate In the financial ang operating
policy decisions of the Asdaf Real Estate Company L.L.C. but doss not have control nor joint control over those
policies. Hence, Asdaf is deemed as an assaociate of the Company

The consoiidated financial staiements were authorised for issue in accordance with a resolution of the Board of
Directors on 16 February 2011,

2- SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards {FRS) as issued by the Intemational Accounting Standards Board {|ASB) and in conformity with the
Bahrain Commercial Companies Law.

The consolidated financial statements have been prepared on a historical cost basis, except for investment
properies which have been measured at fair value.

The consolidated financial statements have been presented in Babraini Dinars ("BD" which is the functional
currency of the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year Ended 31 December 2010

Basis of consolidation

Basis of consofidation from 1 January 2010

As a result of adopting revisions and amendments to IFRS 3 Business Combinations and IAS 27 Consolidated
and Separate Financial Statements (refer to note 3), the basis of consclidation from 1 January 2010 is as follows:

The consolidated financial statements comprise the financial statements of the Company and its subsidiary as at
31 December each year.

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group abtains cortrol,
and cortinue 10 be consolidatea until the date such contral ceases,

The financial statements of the subsidiary are prepared for the same reporting year as the parent company using
consistent accounting policies.

All infra-group balances, income and expenses and unrealised gains and losses resulting from intra-group
transactions ars eliminated in full,

Losses within a subsidiary are atfributed to the non-controlling interest even if that results in a deficit balance. A
change in the ownership inlerest of a subsidiary, without a loss of control, is accourted for as an equity fransaction.
It the Group loses control over a subsidiary, it:

- Derecognises the assets (including goodwil)) and liabilities of the subsidiary.

~ Derecognises the carrying amount of any non-controliing interest.

~ Derecognises the cumulative translation differences, recorded in equity.

- Recognises the fair value of the consideration received.

-~ Recognises the fair value of any investment retained.

- Recognises any surplus or deficit in profit or loss.

- Reciassifies the parent's share of components previously recognised in other comprehensive income to profit or
loss or retained earnings, as appropriate.

Basis of consolidation prior to 1 January 2010
I comparison to the above menticned requirements which were applied on a prospective basis, the following
differences applied:

- Non-controlling interests represented the partion of profit or loss and net assets that were not held oy the Group
and were presented separately in the consolidated statement of income and within equity in the consolidated
statement of financial positicn, separately from the parent shareholders’ equity. Acauisitions of non-conirolling
Interests were accounted for using the parent entity extension method, whereby, the difference between the
consideration and the bock value of the share of the net assets acquired were recognised as goodwill,

- Losses incurred by the Group were attributed 1o the non-controlling interest until the balance was reduced to
nil. Any further excess losses were attributable to the parent, unless the non-controlling interest had a binding

obligation to cover these.

- Upon loss of contral, the Group accounted for the investmeant retained at its proportionate share of net asset value
at the date control was lost.

e e e e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Year Ended 21 Decamber 2016

3- CHANGES IN ACCOUNTING POLICIES

Changes in accounting policy and disclosure

The accounting policies adopted by the Group are consistent with those used in the previous year, except that
the Group has adopted the following new and amended IFRS and International Financial Reporting Interpretations
Committee (IFRIC] interpratations as of 1 January 2010,

- IFRS 3 Business Combinations (Revised) and 1A8 27 Consofidated and Separaio Financial Staternants

- IFRIC 17 Leases {Amendment)

- IAS 39 Finangcial Instruments: Recognition and Measurernent - Eligible Hedged fems, effective 1 July 2009
- fmprovement to IFRS (Aprtl 2009).

IFRS 3 (Revised) Business Combinations and IAS 27 (Amended) Consclidated and Separate Financial Statements:
The revised standards are effective prospectively for business combinations affected in financial periods beginning on
or after 1 July 2009. IFRS 3 (Revised) introduces a number of changes in the accounting for business combinations
that will impact the amount of goodwill recagnised, the reported results in the period that an acquisition cccurs,
and future reported results.

The changes by IFRS 3 (Revised) and IAS 27 (Amended) will affect future acquisitions or loss of contral of subsidiaries
and transactions with non-controlling interests. The adoption of the amendments and revisions has not had any
impact on the Group’s currents year financial pasition or performance.

IAS 27 requires that a change in the awnership interest of a subsidiary (without lass of control) be accounted for as
an equity transaction. Therefore, such a transaction would no longer give rise to goodwil, nor give rise 1o a gain or
Inss. Furthermore, the amended standard changes the accounting for losses incurred by the subslidiary as well as
the loss of control of a subsidiary. The adaption of this amendment did not have any impact on the financial position
or the performance of the Group.

IAS 17 Leases - amendment

This amendment is affective for financial periods beginning on or after 1 January 2010.

This amendment deletes much of the existing wording in the standard to the effect that all leases of land (where title
does not pass) are operating leases. The amendment requires that in determining whether the lease of land (either
separately or in combination with other property) is an opsrating or a finance lease, the same criteriz are applied as
for any other asset. All leases of land by the Group as lessee are already accounted for as finance lsases under the
fair value option for leases in IAS 40. This change has no impact on the financial position or the performance of the
Group for 2008 or 2010. However, this amendment may have an impact in that future disposals of land via a tong
lease will be treated for accounting purposes as disposals under finance leases rather than the issue of operating
leases.

improvements to IFRSs

In April 2009 the Board issued its first omnibus of amendments to its standards, primarily with & view to removing
inconsistencies and clarifying wordings, There are separate transitional provisions for each standard. The adoption
of the following amendment resutted In changes to accounting policies but did not have any impact on the financial
position or performance of the Group. The principal effects of the changes are as follows.
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NOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
Year Ended 31 December 2010

4- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Furniiure, equipment and vehicles
Furniture, computers and vehicles are stated at cost less accumulated depreciation and any impairment in value.

Such cost includes the cost of replacing part of the furniture, equipment and vehicles and borrowing costs for long
term construction projects if the recognition criteria are met. When significant parts of furniture, equipment and
vehicles are required to be replaced at intervals, the Group recognises such paris as individual assets with specific
usefut lives and depreciation, respectively. Likewise, when a major inspection is performed, its cost is recognised
in the carrying amount of the furiture, equipment and vehicles as a replacement cost if the recognition criteria
are met, All other repair and raintenance costs are recognised in the consolidated statement of comprehensive
income &s incurred.

Depreciation is provided on a straight line basis over the estimated useful lives of assets as fallows:

Computers 4 vears
Furniture 7 years
Vehicles 7 years

The carrying vaiues of furniture, camputers and vehicles are reviewed for impairment when events or changes in
circumstances indicate that the carrying values may not be recoverable. If any such Indication exists and where
the carrying values exceed the estimated recoverable amount, the assets are written down to their recoverable
amount, being the higher of thair fair vaiue less costs 1o sall and their value in use.

An itern of furniture, equipment and vehicles and any significant part initiaily recognised Is derecognised upon
disposal or when no future economic benefits are expected from its use. Any gain or loss arising on derecognition
of the asset is recognised in the consclidated statement of comprehensive income when the asset i derecognised.

The assels’ residual vaiues, useful lives and method of depreciatior are reviewed at each financial year end and
adiusted prospeciively if appropriate,

investment Properties

Investment property comprises completed property and property undor construction or re-development held to
earn rentals or for capital appreciation or both. Properly held under a lease is classified under investment property
when the definition of an investment property is met. The lease obligation is recognised under 1AS 17 at fair value
of the interest in the leasehold property.

Investment property is measured initially at cost including transaction costs. Transactions costs include professional
fees for legal services and initial teasing commissicns to bring the property to the condition necessary for it to be
capable of operating. The carrying amount also includes the cost ¢of replacing part of an existing investment
property at the time that cost is incurred if the recognition criteria are met.

Subsequent to initial recognition, investment property is stated at fair value. Gain or losses arising from changes

in the fair values are included In the statement of comprehensive income in the year in which they arise. For the
purposes of these financial statements, in order to avoid "double accounting”, the assesses fair value is:

27



Firgt Bahrain = Annuzl Repor: 2010

NOTES TO THE COMNSOLIDATED FINANCIAL STATEMENTS
Year Ended 31 December 2010

- Beduced by the carrying amount of any accrued income resulting from the spreading of lease incentives and/or
minirum lease payrmernts.

- Increased by the carrying amaount of any liability to the supplier leaseholder or freaholdar that has been recognized
in the statement af financial positon as a firance lease obligations,

Investment property is derecognized when it has been disposed or permanently withdrawn from use and no future
economic benefit I8 expectad from its disposal, Any gains or losses on the retiremant or disposal of investment
property is recognized in the statement of comprehonsive income in the year if retirement or disposal.

Geins or wosses on the disposa of investment property are determined as the difference between net disposal
proceeds and the carrying value of the asset in the previous full period financial statements.

Transfers are made to ar from investment property anly when there is a change in use evidenced oy the end of
owner occcupation or commencement of an aperating lease. Transfers are made from investment property whan,
and only when, there is a change in use, evidenced by commencement of owner occupation or commencemeant
of development with a view 1o sale,

investments in associates
The Group’s investments in associates are accounted for using the equity method of accouniing. An associate is
an entity in which the Group has significant influsnce.

Under the eguity method, the investments in associates are carried in the statement of financial position at cost
plus post acquisition changes In the Group's share of net assets of the associates. Goodwil! relaling to assoclates
is included in the carrying amount of the investments and is not amortised or separately tasted for irnpaimment, The
statement of comprehensive income reflects the share of the results of the operations of the assoclates. Where
there has been a change recognised direcily in the equity of the associates, the Group recogrises its share of any
changes and discloses this, when applicalble, in the statement of changes in equity. Unrealised gains and lossas
resulting from transactions between the Group and the associates are eimnaisd to the extent of the interest in the
associatas,

The share of profit of associates is shown on the face of the statement of comprehensive income. This is the profit
attributable to equity holders of the associate and therefore is profit atter tax and non-controling interests in the
subsidiaries of associates,

The financiai statements of the associate are orepased for the sarms reporting period as the parent company. Where
necessary, adiustments are made to bring the accounting policies in line with the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an additional
impairment loss on the Group's investmenis in associates. The Group determines at each staterment of financial
position date whether any objective evidence that the investment in the associate is impalred. If this is the case the
Groun calculates the amount of the impairment as the difference between the recoverable amount of the associate
and its carrying value and recognises the amount in the statement of comprehensive income.
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NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
Year Ended 31 December 2010

Financial assets

Iritial recognition

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

Financial assets are recognised initially at fair value plus, directly attributable transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame established by reguiation
or convention in the marketplace (reguiar way purchases) are recognised on the irade date, i.a., the date that the
Group comimits to purchase or ssll the asset,

The Group's financial assets include cash and bank balances. trade and other receivables and avaitabie for sale
investments.

Available for sale investments

Allinvestments are initlally recognised at cost, being the fair value of the consideration given and including acquisition
charges associated with the investments. After initial recognition, investments are remeasured at fair value except
for investments that do not have & quoted market price in an active market and whose falr value cannot be refiably
measured, which are measured at cost. Unrealised gains and lasses are reported as a separate componhent in
equity until the investments are derecognised or the investments are determined to be impaired, On derecognition
or impalrment the cumulative gain of foss previously reported i equity is included In the consalidated statement of
comprehensive income for the vear.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are riot guoted
in arvactive market. Such financial assets are carried at amortised cost using the effective interest rate method less
any allowance for impairment. Gains and losses are recogrised in the consolidated statement of cornprehensive
income when the loans and receivables ars derecognised or impaired, as well as through the amortisation procass.

Rent and other receivables are recognised at the lower of their original invoiced value or, where the time value of
money is material, receivables are carried at amortised cost. Provision is made when there is objective evidence
that the Group will not be able ta recover balances in full. Balances are written off when the probability of recovery
is assessed as being remote,

Cash and cash equivalents

Cash and cash equivalents in the consalidated staternent of financial position comprise cash at banks and on
hand, and short term deposits with original maturity of three months or less.

For the purpose of the consclidated statements of cash flows, cash and cash equivalents is comprised of cash and
short term deposits as defined above net of cutstanding bark overdrafls if any.
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NOTES TO THE COMSOLIDATED FINANCIAL STATEMENTE
Year Encled 31 December 2010

Impairment and uncollectibility of financial assets

An assessmment is made al each statement of financial position date to determine whether there is objective
evidence that a financial asset may be impaired. If such evidence exists, the estimated recoverable amount of that
asset is determined and any impairmeri loss is recognised for the difference between the recoverable amount and
the carrying amount. Impairment losses are recognised in the consolidated statement of comprehensive income.
Impairment is determined as follows:

a) For asssts carried at fair value, impalrment is the difference between cost and fair value, less any Impairment ioss
previously recognised in the consclidated staterment of comprehensive income;

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

Financial liabilities

Initial recognition

Firancial liabilities within the scope of 1AS 39 are classified as financial liabilities at fair value through profit or loss,
loans and borrowings, or as derivatives designated as heciging instruments in an effective hedge, as appropriato,
The Group determines the classification of its financial liabilities at initial recognition.

Financial liabilities are recognised initially at fair value and in the case of loans and porrowings, directly attributable
transaction costs.

Purchases or sales of financial assets that require delivery of assets within a time frame establishec by reguiation
or convention in the marketplace {regular way purchases) are recognised on the trade date, i.e., the date that the
Group commits to purchase ot sell the asset.

The Greup's financial fiabiiities include trade and other payables, term loans and advances from tenants.

Wakala finance and loans payable

Wakala finance are term borrowings obtained from commercial banks. After initial recagnition, interest bearing
loans and borrowings are subsequently measured at amortised cost using the effective interest rate method.
Gains and iosses are recognised in the consolidated statement of comprehensive income when the fiabilities arg
derecognised as weil as through the amortigation process,

Interest is charged to the statement of comprehensive income as it accrues. Accrued interest is included in accruals
in tfrade and other payables.

Advance from lenants
Rent received in advance from tenants is recordad as a liabiity and recognised as rent revenue when the rent is due.

Tenant deposits

Tenant deposits are initially recognised at falr value and subsequently measured at amortised cost whare material.
Any difference between the initial fair value and the nominal amount is included as a component of gperating lease
income and recognised on a straight-line basis over the lease term.
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Trade and other payables
liabiifties for trade and other amounts payable are carried at cost, which is the fair value of the considsration to be
paid in the future for goods and services received, whether or not billed to the Group.

Offsetting of financial instruments

Financial assets and financial liabiliies are offset and the net amount reported in the statement of financial position
if, and only if, there is a currently enforceabie legal right to offset the recognised amounts and there is an intention
to setile on a net basis, or to realise the assets and settle the liabilities simuttanenusly.

Fair value of financial instruments

The falr value of financial instruments that are actively traded in organised financial markats is dstermined by
reference to quoted market bid prices at the close of business on the statement of financial position date, For
financial instruments where there is no active market, fair value is determined using valuation technigues. Such
technigues may include using recent arm's length market transactions: reference to the current fair vatue of another
Instrument that is substantially the same; discounted cash flow analysis or other valuation models.

Amortised cost of financial instrumenis

Amortised cost is computed using the effective interest method less any allowance for impairment and principal
repayment or reduction. The calcuiation takes into account any premium or discount on acquisition and includes
transaction costs and fees that are an integral part of the effective interest rate.

Derecognition of financial instruments

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

- the nghts to receive cash flows from the asset have expired; or
- the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement and elther
(&) the Group has transferred substantially all the risks and rewards of the asset, or
(o} the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

A financial fiability is derecognised when the obligation under the liability Is discharged or cancelled or expires,

Provisions

Frovisions are recognised when the Group has an obligation (legal or constructive) arising from a past event, and
the costs to seltle the obligation are both propable and able to be rellably measured.

Employees’ end of service benefiis
The Group makes contributions to the Social Insurance Qrganisation scheme for its national employees calculated

as a percentage of the empioyees' salaries. The Group’s obligations are limited to thess contributions, which are
expensed when due,

The Group also provides for end of service benefits to its expatriate employees. The entitlerment 1o these benefits

Is based upen the employees’ final salary and length of service, subject to the completion of a minimum service
period. The expected costs of these benefits are acerued over the period of amployment,

a1
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Revenue recognition

Revenue is recognised o the extertt that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured regardless of when the payment is being made. Revenue is measured at the
fair value of the consideration received or receivable, taking into account contractually defined terms of payment
and excluding taxes or duty. The Group assesses its revenue arrangements against specific critera i order 1©
determine if it Is acting as principal or an agent. The Group has concluded that it is acting as a principa in all of its
revenue arrangements. The following specific recognition criteria are met before revenue is recounised:

Rental income
Rental income receivable from operating leases, less the Group's initial direct costs of entering into leases, is
recognised on a stralght line basis over the lease term on ongoing leases.

incentives for lessaeas to erter into lease agreements are spread evenly over the lease term, even if the payments
are not made on such basis, The ease term i the non-cancellable period of the lease together with any further
term for which the tenant has the option to continue the lease, where, at the inception of the lease, the directors
are reasonably certain that the tenant will exercise that option.

Amounts received from tenants fo terminate or to compensate of dilapidations are recognised in the consolidated
statement of compreheansive iIncome when they arise.

Interest income
Interest income is recognised as it accrues using the effective interest rate method.

Sale of completed property

A property is regarded as sold when the significant risks and returns have been transferred to the buyer, which is
normally on unconditional exchange of centracts, For conditional exchanges, sales are recognised only when all
the significant conditions are satisfied.

Barrowing costs

Borrowing costs directly attributable to the acquisktion, construction ar production of an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the
respective assets. All other borrowing costs are expensed in the period they oceur. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the barrowing costs.

Foreign currency transiation

The consolidated financial statements are presented in Bahraini Dinars, Each entity in the Group determines its
functional currency and items Included in the financial statements of each entity are measured using that functional
currency. Transactions in foreign currencles are initially recorded at the functiona! currency rate prevaiing at the
date of the transaction. Monetary assets and liabilities dencminated in foreign currencies are retransiated at the
functional currency rate ruling at the reporting date. All differences are taken to profit or loss.

Non monetary items that are measurss in terms of historical cost in a foreign currency are translated using the
exchange rates as at the dates of the initial transactions. Non monetary items measured at fair valus in a foreign
currency are translated using the exchange rates at the date when the fair value is determined.

The assets and liabilities of foreign operations are translated into Bahraini Dinars at the rate of exchange prevailing
at the reporting date and their statement of income are franslated at the weighted average exchange rates for
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the year. The exchange differences arising on the translation are recognised in other comprehensive income. On
disposal of a fareign operation, the deferred cumuiative amount recognised in other comprehensive income relating
to that particular foreign operation is recognised in profit or loss.

5- SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

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

The key assumptions considering the future and other key sources of estimation uncertainty at the date of statement
of financial position that have a significant risk of causing a material adjustment to the carrying amounts of agsets
and liabilities within the next financial year are discussed below.

Judgements other than estimates
In the process of applying the Group's accounting policies, management has made the following judgements,
which have the most significant effect on the amounts recognised in the consolidated financial statements:

Classification of property

The Group determines whether a property is classified as investment property or development property:
investment property comprises land and buildings which are not oceupied substantially for use by, or in the
operations of, the Group, nor for sale in the ordinary course of business, but are held primarily to earn rental income
and capital eppreciation.

Development property comprises properties that are held for sale in the ordinary course of business. Principally this
relates to residential property that the Group develops and intends to seil on or before completion of construction.

Estimates

Valuation of investment property

The Group accounts for investment praperties at fair values at the financial position date. These fair values are
determined by a professional valuer based on the circumstances in existence and on the assumptions of available
buyers as on that date. The valuation is mads annually and the future values of investment properties wii be
adjusted accordingly based on the changes in the estimation. Any difference in the amount actually realised in the

future periods and the changes in fair values will be recognised in the consalidated statement of comprehengive
income.

The fair value of investment property is determined by independent real estate vaiuation experts using recognised
valuation techniques. The fair values are determined based on recent real estate transactions with similar
characteristics and location te those of the Group's assets.

Volatility in the global financial system is reflected in commercial real estate markets. There was a significant
reduction in transaction velumes in 2009 and, to a lesser extent, into 2010. Therefore, in arriving at their estimates
of markst values as at 31 December 2009 and 31 December 2010, the valuers used their market krowledge and
professional judgement and did not rely solely on historical transactional comparables. In these circumstances,
there was a greater degree of uncertainty than which exists in a more active market in estimating the market values
of investment property,

R e ————— - — = ]
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Impairment of investments

The Group's management reviews its investments for impalrment. The assessment is carried out when there has
been a significant or prolonged decline in the fair veiue below its cost or where abjectiva avidance of impairment
exists. Management have not noted any indicators that would suggest any impairment of investments.

Impairment of trade and other receivables

An estimate of the collectible amount of trade and other receivables is made when collection of the full amount is ne
longer probable. For individually significant amounts, this estimation is performed on an individual basis, Amounts
which are not individually significant, but which are overdue, are assessed collectively and a provision applied
according to the age of the debt, based on historical recovery rates.

6~ STANDARDS ISSUED BUT NOT YET EFFECTIVE

The Group has not applied the following IFRSs and iFRIC interpretations that have been issued but not yet effective:

- IFRS 9 Financial Instruments: Classification and Measurement, effoctive 1 July 2013.

- 1AS 24 (Revised 20009) Related Party Disclosures, effective 1 January 2011,

- |1A8 32 {Amendment) Financial Instruments: Presentation - Classification of Rights Issues, effective 1 February
2010.

- IFRIC 14 (Amendment) - Prepayments of a Minimum Funding Requirement, effective t January 2011,

- IFRIC 18 Extinguishing Financial Liabilities with equity instrurnents, effective July 2010.

- Improvements to [FRS (May 2010}, effective on varlous dates.

The implementation of these revisions and amendments will not have any significant impact on the Group's financial
parformance or position.

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 2 as issued reflects the first phase of the IASB's work on the replacement of IAS 39 and appiles to classification
and measurement of financial assets as defined in 1AS 39. The standard is effective for annual periods baginning
on or after 1 January 2013. In subsequent phases, the |ASB wilt address classification and measurement of
financial liabilities, hedge accounting and derecognition. The completion of this project is expected in sarly 2011.
The Directors will quantify the effect on the Group in conjunction with the other phases, when issued, to present a
comprehensive picture.

IAS 24 Related Party Disclosures (Amendment)

The amended standard ig effective for annual periods beginning on or after 1 January 201 1. I clarified the definition
of a related party to simplify the identification of such relationships ana to efiminate inconsistencies in its application.
The revised standard introducss a partial exemption of disclosure requirements for government related entities. The
Group doas not expect any impact on its financial position or performance. Early adoption is permitted for either
the partial exemption for government-related entities or for the entire standard.

The Group, however, expects no impact from the adoption of the new standards and amendrments on its financial
position or performance.

Improvements to IFASs

In May 2010 the Board issued a serios of omnibus of amendments 1o its standards. There are separate
transitional provisions for each standard. The adoption of these amendments will not have any effect
on the financial performance or position of the Group and are not expected to result in any significant
changes 1o the disclosures in the Group's consolidated financial statements. The improvements will
become effective from 1 July 2010 through to 1 January 2011,
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7- FURNITURE, EGUIPMENT AND VEHICLES

Cost:
At 1 January 2010
Additions

At 31 December 2010

Depreciation:
At 1 January 201¢
Provided during the year

At 31 Doecember 2010

Net carrying amount:

At 31 December 2010

Cost:
At 1 danuary 2009
Additions

At 31 December 2009

Depreciation:
At 1 danuary 2009

Provided during the vear

At 31 December 2009
Net carrying amount:
At 31 December 2009

Firat Bahrain = Arnual Repori 2210

Furniture Cornguters Vehicles Total
BD BD BD BD

33.064 27,305 8.855 69,224
- 8876 9728
’%3914 27,305 17.,73G 78,949
14,338 11,074 2,329 27,741

- 5060 5885 1,467 12,422

— 19398 160869 3,786  AD1B3
14516 10,336 13,934 38,786
Furniture Computers Vehicles Total
BD BD BD BD

32,989 17,313 8,855 e Rk T

- 75 9eg2 - 10,067
~ 33.064 27305 8,855 69,224
9,545 5213 1,001 16,559
4993 4861 i
14338 11074 2329 27741

18,726 16,231 6,526
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B- INVESTMENT PROPERTIES

2010 2003

BD BD

Qpening oalance as at 1 January 53,484,084 47,014 841
Coniributed by non controlling interest © 5,733,222 -
Additions during the year 828,504 5,873,561
60,045,910 52,888,402

MNet (loss) gain from fair value adjustrent — {525,999] 585,682
59,519,911 53,484,084

Investiment properties are stated at fair valuas, which have teen determined by the directors based on lhe valuations
performed by accredited independent valuers, The surveyors are industry specialists in valuing these types of
invastmant properties. The valuations undertaken are based on open market value, supported by market avidence
in which assets could be exchanged between a knowledgeable wiling buyer and a knowledgeahle willing seller in
an arm's length transaction at the date of valuation.

* Contribution by non controliing Interests represents a contribution in kind of land by Al Dhow Real Estate Company
WL L atits fair value or the date of contribution and the legal formalitios has been completed on 28 January 2010
on transfer of legal ownership of the properties 1o Al Yal Real Estate Campany W.L.L. (*the subsidiary”}.

Additions for the period include finance costs capitalised amounting to BD 62,500 {2009: BED 328,911} as a resuit
of financing certain investment properties under developmaont through Wakala Finance facilities. (nate 18).

Investment properties include one land parcel under a long term lease arrangement. The lease nas been fully paid
and is for a minimum of 50 years.

8- INVESTMENTS IN ASSOCIATES

The carrying amounts included in the consclicated statement of financial position represent the Group's share of
net assets in associates as of 31 December and are as follows:

2010 2009

BD BD

As at 1 January 1,286,898 3,592,750

Share of loss of associates {131,431) (401,585)

Foreign currency exchange gain (ioss) 1,962 {4,453)

Investment in Asdaf Real Estate Company L.L.C. ("Asdaf’} - 15,394
Refund of investment in Al-Sanbock Real Estate

Company L.1L.C. ("Sanbook™) - (1,809,471)

Adjustment of prior year loss of associales o - (5,736)

1,257,430 1,286,899
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The Group's share of total assets, liabilities and results of pperations of the associates as of 31 December are as

follows:

Ownership

Current assets

Non current assets
Toial assets

Current liabilities
Non current liabilities
Total liabilities

Net assets
Reverues

Expensos

Loss

Foreign currency exchange gain

Ownership

Current assets
Non current assets
Total assets

Total liabilities

Net assets
Revenues
Expenses

Loss

Foreign currency exchange loss
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Sanbook Asdaf
2010 2010
BD BD
25% 50%
227571 275,401
1,302,371 ;
1,529,842 275,401
284,108 263,805
284,108 zsa 805
1245834 11,506
- 324 i:é_aﬁs
(131 04g) "_(2 671)
(131 625) 194
1,947 14
- 31 Dccembr_{r_(_‘_qog
Sanbouk Asdaf
2009 2009
BD BD
25% 50%
T o28720 271900
1,423,776 .
1,852,496 271900
“o76984 260512
_'1 375512 1 388
23008 266
 (421591)  (4258)
_"(_39? 59:;) _:Hqu)
| ta 439) = (14;.

Total
2010
BD

502,972
1,302,371

1,805,343

547,913

547,913

1 25:-' 43u '
3,189

I 34 4,620)

_ (131,431)
1, 952

Total
2009
BO

500,620
1,423.776
1 924 396'

’-:137 497

1 386 899

f4f}1 58;:]
{4,433]
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in 2008 the Group acquired & 25% interest in Al-Sanbook R.E. Co. (""Sanboox™). Sanbook was Incorporated
in May 2006 and will be involved in the acquisition, sale and lease of investiment properties in the United Arab
Emirates, The company had not yot commenced operations as at 31 December 2010,

Asdaf Real Estate Company LLC {*"Asdaf"”) was incorporated in August 2009. The Group acquired a 0% interest
in the Company which is to bs involved in the acguisition, sale and lease of investment properties. The Gompany

is in the initial stages of set up and has not yet commenced operations.

10- AVAILABLE FOR SALE INVESTMENTS

2010 2009
BD BD
Available for sale investments - unguoted equity sharcs 4,939,942 4939942

The unguoted investrnents are carried at cost, as fair value cannot be reliably determined due to the unpredictabie
nature of future cash flows

11- TRADE AND DTHER RECEIVABLES

2010 2009

8D BD

Trade receivabies 285,922 254,275
Less: Provision for doubtful debts = - (228,642)
285,922 25,633

Amounis due from sharcholders 561,618 407,440
Amount due from associates 532,946 532,167
Amount due from non-controlling interests . 115,331 120,000
Advances 1o contraciors 10,139 33,618
Other receivabies 9170 138,517
Prepaid expenses 9,076 8,090
Interest receivable - short term doposits 5,265 2427
Security deposit 1885 1905
1,535,462 1,267 887

Trade receivables are non-interest bearing. A provision for doubtful debts of BD 228,642 was recognised in the
consolidated statement of comprehensive income for the year ended 31 December 2009 and has been utilised
to expense doubtful receivable during the year, BD 109,188 relating to advance payments and other receivablas
were written off during the year ended 31 Decemnber 2008, No provision is required against doubtfut raceivables
as at 31 December 2010,

Amounts due from Shareholders represents commissions and other expenses paid by the Group on behalf of the
sharsholder of BD 413,592 in addition to trade receivables amounting to BD 148,026 for managing Al Mohaisna
property in Dubai. The balance is interest free and payable on demand

Amounts due from associates represent excess investments made to the associate to be returned to the Group.
The amounis are inferest free with no fixed terms of repayment.

Amounis due fromy non-controlling interests represent amounts due 1o the subsidiary from the non-controlling
sharehoider. The amount is interest free and payable on demand.
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Trade recaivables are normally due in advance based on rental agreements, Unimpaired receivables are not past
due and are expected, on the basis of past experence, to be fully recoverable. 1t is not the practice of the Group
to obtain collateral over recelvables and the vast majority are, therefore, unsecured.

Movements in the allowance for impairment of receivables weare as follows:

2010 2009

BD BD

Al 1 January 228,642 -
Charge for the year - 228,642
Amounts written off (223,64_2_)___ -
At31 December - 08642

12- CASH AND CASH EQUIVALENTS

2010 2009

BD BD

Cash on nand 295 -

Cash at banks 621,899 132,436

Murabaha term deposits® 3,293,359 3,757,788
3915553 3800224

Murabaha term deposiis arc short term deposits with commercial banks in the Kingdom of Bahrain and United
Arab Emirates. The doposit are denominated in Bahraini Dinars and United Arab Emirates Dirhams with an effective
profit rate ranging between 2% to 2.60% (2009: 3.45%) and a maturity of not more than three months.

13- SHARE CAPITAL

2010 2009
BD BD
Authorised:
333,900,000 (2008: 333,200,000) ordinary shares of 100 Fils (2009: 100 33,390,000 33,380,000
lFils) each
Issucd, subscriped and paid up 33,390,000 33,390,000

14- SHARE PREMIUM

This represents the balance iransferred after setting off share issuance and restructuring expenses incurred by the
Company from the amount of 5 fils recelved in excess of the face value of shares from the subscribers of share
capital,

15- STATUTORY RESERVE

As required by the Bahrain Commercial Companies Law and the Company's article of association, 10% of the profit
for the vear has been transferred to a statutory reserve. The Company may resclve to discontinue such annual
transfer when the reserve totals 50% of the paid up share capital. The reserve is not distributabie sxcept in such
circurnstances as stipulated in the Bahrain Commercial Companies Law.

p=me— = e ————————— = e _ R e ]
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16- FOREIGN CURRENCY TRANSLATION RESERVE

The foraign currency translation reserve is used to record exchange differences arising on the trans'aiion of the
Group's investment in its foreign associate.

17- DIVIDENDS PAID AND PROPOSED

A cash dividend of 75 fils per share, totalling BD 26,042,500 relating to 2008 was authorised at the Annual General
Meeting and pald during 2008, No dividends are proposed In respect of the current vear.

18- WAKALA FINANCE

2010 2009

BD BD

Wakala finance 1 12,999,221 12,998,221
Wakala finance 2 5,000,000 5,000,000
17,993,221 17,999,221

Less: current portion (12,999,221) : »
Non-current portion o 5,000@ 17,998,221

Wakala finance 1

The finance arrangement is unsecured, carries an interest rate of Bibor plus 1.25% and is repayable in one iump
sum payment on 1 November 2011, Interast is paid on a quarterly basis and is expensed to the consolidated
staternent of comprehensive income. Accrued interest of BD 5,447 (2009: BD 5,416) is included in trade and other
payables,

Wakala finance 2

The finance arrangement is secured by a first charge over certain iand inciuded in the Group's investment properties
with a carrying value of BD 10,009,012, The amount is repayable in two instalments faling due in 2012 ang
2015 and has an interest rate at Bibor plus 1.25% . The interest is paid on a guarterly basis and is capitalised
within investment properties, The interest is paid on a half yearly basis and has been capitalised within Investment
properties tll the completion of the project effectively on 31 March 2010. Accrued interest of BD 39,583 (2009: BD
39,583) is included in trade and other payables,

Finance charges incurred on Wakala finances 1 and 2 have been included in the consolidated statement of
comprehensaive income are as follows:

2010 2009
BD BD
Weakala finance 1 660,794 530,180
Wakala firance 2 190,972 5
Bank charges 1,361 1,45
853,127 591,636

Finance charges capitalised and included in the cost of investment Y

properties is as follows:

2010 2009
BD BD
Wakala finance 2 62,500 378,993
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19« ADVANCES FROM TENANTS

2010 2009

BD BD

Long term advances * 948,600 568,000
Other advances 255,800 188,767
1,204,500 756,767

Less: current portion (479,100) (304,787}
Non current portion 725,400 452,000

" In Octeber 2008, the company entered into 15 year lease agresment with a custorer commencing in April 2010,
The customer was required to pay an advance of BD 1,118,000 in two instaiments which would be amortised over
a 5 year period commencing April 2010. The final instalment of BD 548,000 was received from the customer &t the
commencement of the year.

20- TRADE AND OTHER PAYABLES

2010 2009

BD BD

Trade payables 31,343 16,631
Retention money payable 328,020 629,621
Current account with property manager 68,792 15,425
Accrued finance costs 45,000 45,000
Accrued expenses 49,152 26,135
Amounts due to related parties 12120 12,120
532,427 _ 744937

Retention money payable represents 5% of project costs incurred by the contractor retained by the Group until
completion of the relevant project. The amount is non-interest bearing.

Trade payables are generally non-interest bearing and are settled on 30 day terms.

Amolnts due to related parties represents BD 10,000 {2009: BD 10,000) due 1o the Board of Directors for thoir
rermuneration and BD 2,120 {(2008; BD 2,120) due to a sharehoider of the Group. The amounts are non-interest
bearing and payablo on demand.

21- COMMITMENTS

Capital expenditure commitments
The Group does not have capital expeonditure commitments as of 31 December 2010 (2008; authorised capital
expenditure contracted for at the statement of financial position date amounted to BD 329,867).

22- RELATED PARTY TRANSACTIONS

Related parties represent associated companies, major shareholders, directors and key management personnet of
the Group. and entities controlled, jointly controlied or signfficantly influsnced by such parties. Pricing policies and
terms of these transactions are approved by the Group's management.
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Transactions with related parties included in the consolidated statement of comprehensive income are as follows:

- Total building expenses paid to a company related to a shareholder were BD 385,923 (2009: BD 189,769).

- The Group has not made any advance payments o a sharehoider of the Group for construction expenditure
(2009: BD 1,619,525), The advance amount not yet utilised by the Group as of 31 December 2010 is BD
10,139 (2009: BD 33,618). Total payments made to the shareholder for the construction of an investment
property for 2010 was BD 558,405 (2009: BD 5,178,859).

- A company related to a shareholder acts as property manager for certain investment properties of the Group.
During the year ended 31 Decernber 2010, the Group incurred propoerty expenses of BD 426,135 {2009: BD
221,719} with this property manager for running the day-to-day operations, renewal of contracts and securing
new tenants in relation to these properties.

- A shareholder also acts as a property manager on an investment propaerty for the company. During the year
ended 31 December 2010, the Group incurred property expenses of BD 123,831 (2009: BD 38,53Q) with this
property manager for running the day-to-day operations, renewal of contracts and securing new tenants in
relation to these properties.

- For amounts due from sharehoiders, associates and non-controling interests, see note 11.

- For amounts due o related parties, see note 20.

Outstanding balances arise in the normal course of business and are interest free and unsecured. The Group
only creates an allowance for impairment for related party balances where it is virtually certain the debt will not be
recovered. For the year ended 31 December 2010, the Group has not recorded any irmpairment of amounts owed
by related parties, (2009: Same}.

Compensation of key management personnel
The remuneration of the directors and members of key rmanagement during the year were as follows:

2010 2008

BD BD

Board of Direclor's remuneration - -
Short term benefits L = 35,750
Employees end of service benefits . 614 820

23- RISK MANAGEMENT

Introduction

The Group manages risk through a process of ongoing identification and monitoring of the risks it faces. The Group
is exposed to interest rate risk, credit risk, currency risk and liquidity risk,

Board of Directors
The Board of Directors is respansible for the overall risk management approach and for approving the risk strategies

and principlas.
Market risk

Market risk is the risk that fair values of financial instrurnents will fiuctuate because of changes in market prices. This

comprises Interest rate risk and curency risk.
T e
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Interest rate risk

The interest rate risk is the risk that the fair value of a financial instrument will fluctuate due to changes in tho
market interest rates. The Group is subject 1o interest rate risk on its floating interest bearing Wakala Finance and
its murabaha deposit. The sensitivity of the income is the effect of the assumed changes in interest rates, with all
other variables held constant, on the Group's profit for one year, based on floating rate financial liabilities held at 31
December 2010.

The following fable demonsirates the sensitivity of the consolidated statement of comprehensive income to a
reasonably possible change in interest rates, with all other variables held constant on the Group's floating rate ioan
and its murabaha deposit as of 31 December 2010:

Increase/ Effect on profit

decrease in for the year
basis points BD
BD

Finance cosfs 2010
BD +10 (17,988)
BD =10 17,999
2009
BD +10 (17,999}
BD -10 17,999
Murabaha income
2010
BD +10 3,293
BD -10 (32,283)
2009
B +10 3,758
BD -10 (3,758)

Currency risk

Currency risk is the risk that the fair valus or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Group's exposure to the risk of changes in forelgn exchange rates relates
primarily to the Group's operating activities when revenue or expense are denominated in a different currency from
the Group's functional currency.

The Group mainly transacts its business in Bahraini Dinars and other GCC currencies which are &l pegged to the
United States Dollar. Hence thers is no significant currency risk for the Group.

Credit risk

The credit rigk is the risk that a counter party will not meet its obligations under a financial instrurment or a customer
contract ieading to a financial loss. The Group is exposed to credit risk on its trade and other receivables and cash
and cash equivalents. The Group places its cash and cash equivalents with banks having a goad credit rating. With
regards to amount due from related parties, management believes that they do not represent a significant credit
risk.

As the Group has let out its properties to a large number of tenants, there is no significant concentration of credit
risk. The Group seeks to fimit its credit risk by determining payment terms and conditions in the lease agreement
with the tenants and by monitoring and following up of averdue payments. Further, credit risk is managed by
requiring tenants to pay rentals in advance,

e e e e ey
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The maximum exposure to credit risk at the reporting date is the carrying value of each class of financia: asset.

Liguidity risk
Liquidity risk is the risk that an enterprise will encounter difficulty in meeting its commitments. The Group limits its
tiquidity risk by ensuring bank facllities are available.

The table below summarizes the maturities of the Group's undiscounted financial lizbilities at 31 December 2010,
based on contractual payment dates and current market's interest rates,

Year ended l.ess than 3to 12 1to5 More than
31 December 2010 3 months months years 5 years Total
BD BD BD BD BD
Wakala finarice 224990 13,578,304 5,085,972 - 18,869,266
Retention money pavabie 328,020 - - - 328,020
Trade payables 31,343 - - - 31,343
ﬁ;{;zgte racc:c;um with preperty 66,792 ) i ) 66,792
Amounts due to related parties 12,120 = - - 12,120
Total 663265 13,578,304 5065972 - 19,307,541
Year ended Less than 310 12 1tobd More than
31 December 2009 3 monihs months years 5 years Total
BD BD BD 8O BD
Wakala finance 224,990 687,470 16,369,327 2,500,000 19.781.787
Retention money payable 629,621 - - - 629,621
Trade payables 16,631 - - - 16,631
ﬁt;:z;teraccount with property 15.425 i i . 15.425
Amounts due to related parties 12120 - - - 12,120
Total " Bu8.787  BB7.470 16369327 2500000 20455584

Capital management

The primary objective of the Group’s capital management is o ensure that it maintains a healthy capital ratio in
order to support its business and maximise shareholders’ value.

The Group manages lts capital structure and makes adjustments to it in light of changes in business conditions.
No changes were made in the objectives, policies or processes during the years ended 31 December 2010 and 31
December 2009, Capital comprises equity of the Group and is measured at 31 December 2010 at BD 51,470,936
(31 December 2009: BD 45,508,599).
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24- FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise of financial assets and financial liabilities.

Financial assets consist of trade and other receivables, cash and cash equivalents and available for sale investments,
Financial liabiities consist of trade and other payables.

Except for availabie for sale investrnents casried at cost, the fair value of financial instruments are not materially
different from their carrying amounts,

25- COMPARATIVE FIGURES

Certain of the prior years figures have been reclassified to conform to the current year presentation. Such
reclassification did not affect previously reported net income or shareholder’s equity.

As previcusly Roctassificat As reported

reported ;‘;:E here in
BD BD

Censolidated statement of financial position
Non current porticn of advance fram tenants 568,000 (116,000) 452,000
Current portion of advance from tenants 188,767 116,000 304,767

__ 758,767 TRV
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