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COMPANY PROFILE
First Bahrain is an innovative real estate
investment company. Dedicated to
achieving sustainable returns through
collaborative relationships, First Bahrain
creates enduring value for all stakeholders
with a demand-driven investment
approach. Operating out of offices in
Kuwait and Bahrain, the Company is
strategically positioned to execute projects
across the GCC.

Established in October 2004 in Kuwait
as Baraq Al Khaleej Holding Company,
with a paid up capital of KD 1 million, the
corporate name was later changed to
First Bahrain Real Estate Development
Company, and the paid up capital
increased to KD 30 million. In 2007,
First Bahrain opened an operating
office in the Kingdom of Bahrain. Since
its inception the Company has been
guided by the principles of Islamic
Sharia in all its daily operations and
business interests.
The principal shareholders of
First Bahrain are leading regional
institutions and high-profile real
estate investors, including KAMCO,
Al-Zumorrodah Holding Co., Housing
Finance Co. “Iskan,” Action Group
Holdings Co. and Wafra International
Investments Co.
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First Bahrain owns or holds rights to over
1,000,000 square feet of strategically
located land in the Kingdom of Bahrain.
Construction of the first phase of the
Company’s inaugural project,
Majaal, a warehousing development
at the Bahrain Investment Wharf, near
the new Khalifa bin Salman Port, was
completed at the end of 2009.
All real estate is valuable, but land
often has potential that is unrealised.
It takes vision to recognise potential.
It takes entrepreneurial leadership,
commitment, integrity and hard work
to realise that potential. To realise value
potential is First Bahrain’s vision.

VISION AND MISSION
OUR VISION IS TO REALISE VALUE POTENTIAL

OUR MISSION: WITH ENTREPRENEURIAL VISION AND INNOVATION,
FIRST BAHRAIN EXISTS TO INITIATE AND ORCHESTRATE REAL
ESTATE DEVELOPMENTS WHICH BRING ENDURING VALUE AND
SUSTAINABLE PROSPERITY TO BOTH OUR COMMUNITIES AND TO
OUR SHAREHOLDERS, THROUGH PARTNERSHIPS AND INVESTMENTS
MADE IN ACCORDANCE WITH THE PRINCIPLES OF SHARIA
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REPORT OF THE BOARD OF DIRECTORS
On behalf of the Board of Directors,
it is my privilege and responsibility
to present this Annual Report and
Consolidated Financial Statements of
First Bahrain Real Estate Development
Company (First Bahrain) for the year
ended 31 December 2009.

As you review the details in the pages which
follow, you will see that First Bahrain is reporting
a loss for the year in the amount of KD 2.41
million, due solely to a reduction in the value of
its land bank in Bahrain. This loss is a sober
reflection of the current market environment.
Despite this loss due to a provision against our
highest valued asset, a 236,000 square foot
plot of land strategically located across from
the City Centre Mall in the Seef District of
Bahrain, 2009 has been a year of significant
progress in the life of the company.
Projects Underway
Accordingly, I am very pleased to report
that 2009 saw the completion of the first
phase of the company’s inaugural project,
a warehousing and logistics development
located at the Bahrain Investment Wharf.
Likewise, it is with great pleasure that I
report the first phase of the project has
been completed on-time and on-budget.
In this regard, the Board has expressed
their pride in the performance of the
Executive Management of First Bahrain, who
demonstrated their skills and expertise in
achieving this significant milestone.
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The three buildings which make up
Phase I offer 130,000 square feet of
leasable warehouse space to the market.
First Bahrain will begin to see income
generation from this project in 2010.
Clearly, this past year has been particularly
challenging and marked by significant
uncertainty as the global economy
continued to struggle with the ripple
effects caused by the collapse of major
financial institutions such as Lehman
Brothers in late 2008.
While many in the region predicted that the
economies of the Gulf Cooperation Council
would be immune to the troubles of
Western financial markets, these optimistic
forecasts proved baseless.
Significant defaults by overleveraged
financial institutions inserted an element
of fear and uncertainty into the region’s
economy. Liquidity froze as those
who had cash sought to retrench and
protect their positions. A general lack
of transparency added to concern that
further defaults or losses had been
deferred by companies which chose to
forgo provisions for bad assets, in the hope
of a better day around the corner.

In Kuwait, the markets responded to these
difficult conditions by continuing the slide
from their peak in June 2008, losing another
10% on top of the 50% reduction in value
suffered at the crash. Seeking to preserve
shareholder value in the midst of this
environment, the Board of Directors took
a conscious decision to defer until further
notice the planned listing of First Bahrain on
the Kuwait Stock Exchange.
In the face of such sustained uncertainty,
First Bahrain embarked on a defensive
strategy for the year, seeking to control
costs and to structure the company for
future success.
In this regard, a petition was successfully filed
for the subdivision of the 236,000 square
foot property at Seef, subdividing the land
into seven smaller plots, ranging in size
from 21,000 to 77,000 square feet. The
newly subdivided plots offer the Company
flexibility to develop or sell the land in phases
and in keeping with market conditions.
Likewise, the provision taken on the value of
the land better positions the Company to
structure an economically viable land sale or
joint venture in the year ahead.
Financial Summary
Due primarily to this reduction in land value,
the assets of the Company stood at KD 41.7
million at the end of 2009, down from
KD 42.6 million at the end of 2008. The
net loss for the year was KD 2.41 million,
reversing the majority of the KD 2.59 million
gain reported the previous year. This swing
in the reported income of the Company
over the past two years is directly tied to the
volatility in the fair value of the land at Seef.
With the write-down loss, the total equity of
the Company contracted to KD 40.5 million
from KD 42.0 million in 2008.
The Company continued its phased
development of the Majaal property at
BIW using its own capital in lieu of debt,
which remained constant at KD 0.4
million. Accordingly, Current Assets
reduced from KD 12.9 million to
KD 10.7 million resulting in increases in
the value of the Investment Properties
Under Development, which grew from
KD 8.2 million to KD 10. 2 million.
Highlighting the solid liquidity of the
Company and its debt free position, First
Bahrain finished 2009 with its Current
Assets being 8 times greater than its
Total Liabilities.

Such metrics give evidence of the
Company’s consistently prudent approach
to business. These metrics also underline our
differentiated Sharia-compliant investment
philosophy, which focuses on developing
domestic demand-driven projects that
will bring enduring value and sustainable
prosperity to the local community, while also
contributing to the growth of the economy.
2010 Strategy
Looking forward, there is still significant
uncertainty as major companies in the
region continue to flirt with default; however
we do see signs of hope emerging and are
cautiously optimistic about the prospects for
the year ahead.
As such, the Board of Directors has reviewed
and approved an updated business
strategy for 2010, which calls for continued
development of existing properties at a
measured pace, with an eye on opportunistic
acquisitions as conditions warrant. Our
initial focus will be on building the followon phases of Majaal, and the possibility of
activating the planned commercial and
residential mixed-use development we are
studying for our land at Janabiya.

With our conservative and prudent
business approach – providing stability
in a time of crisis – and our focused
investment strategy for the near term,
First Bahrain is well positioned to take
advantage of new opportunities during
the coming year, and to build upon
these for the future.
On behalf of the Board of Directors, I would
like to extend my best wishes to H.H. Sheikh
Sabah Al-Ahmad Al-Jaber Al-Sabah, the Amir
of the State of Kuwait, and to H.H. Sheikh
Nawaf Al-Ahmad Al-Jaber Al-Sabah, the
Crown Prince of the State of Kuwait, for their
tireless dedication to the economic future
and prosperity of the State of Kuwait.
My thanks are also due to the State’s
government ministries, supervisory bodies,
and regulatory authorities, for their continued
constructive cooperation and guidance.
I also express my sincere appreciation
to our shareholders for their confidence
and support; to our clients for their loyalty
and trust; to our business partners for
their advice and encouragement; and
to our management and staff for their
professionalism and dedication.

First Bahrain will also seek to source and
develop a number of new initiatives in
May Almighty God grant us all
2010 that will address current supply gaps sustained success and prosperity.
in the market. These opportunities include
meeting the need for quality affordable
housing in Bahrain, Saudi Arabia and
other GCC countries for middle-income
families, which is a market segment that
remains largely under-served.

“The core achievement of
the year was the on-time and
on-budget completion of the
first phase of the Company’s
inaugural development.”

Salah Ahmed Al-Wuhaib
Chairman

Looking back, the structures we have
put in place during this difficult year,
both physical and financial, have well
positioned the Company for future
growth and prosperity for itself and its
stakeholders. I would like to stress again
that First Bahrain has a strong balance
sheet that is not leveraged, possesses
healthy levels of liquidity, and has a
positive cash flow from its new incomegenerating assets.
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SPECIAL FEATURE: MAJAAL WAREHOUSE COMPANY
Project Profile
Delivered. On Time. On Budget.
Project: 			
Target Market: 		
Location: 		
Value: 			
Contractor: 		
Engineer: 		
Quantity Surveyors:

Warehousing Development
Small to Medium Enterprises
Bahrain Investment Wharf, Salman Industrial City
US$ 45 million
Abdullah H. Al Darazi & Sons Co. WLL
Tebodin Middle East Consultants & Engineers
Baker Wilkins & Smith (Middle East)

The initial phase of First Bahrain’s inaugural
project, an SME-focused warehousing and
logistics facility at the Bahrain Investment
Wharf, was completed on time and on
budget as 2009 drew to a close. The
first three buildings of the US$ 45 million
development offer nearly 130,000 square
feet of leasable warehouse space in units
which start at 2,700 square feet and
upwards. Leasing has begun in earnest with
the initial contracts signed early in the New
Year. First Bahrain is proud of the tenant
mix we are securing, with both established
local organisations and regional and
international companies wishing to set up
their headquarters at Majaal.
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More than just a group of buildings, in this
project, First Bahrain is building a unique
and timely business with Majaal Warehouse
Company. Recognising a gap in the market
between full-service third-party logistics (3PL)
operators and standard warehouse sheds
with no services or security, First Bahrain
has created both a development to cater to
this market need along with a company to
operate that development.
Illustrative of the Company’s
entrepreneurial, sustainable and
demand-driven approach to real estate
development, Majaal positions First
Bahrain to be able to earn future revenues

from both development and sale or lease of
buildings, along with the provision of value
added facility management services. With
a strong business model and brand identity,
Majaal is poised for regional expansion.
Majaal caters to the increasing warehousing
needs of small and medium-sized enterprises
(SMEs), which constitute the engine of
growth for every economy. Majaal aims to
raise the bar for warehousing developments
by providing modern spatial solutions
designed to international standards, and
complemented by a wide range of valueadded services, including 24/7 security, stateof-the-art Information and Communication
Technology (ICT), assistance with fit-out, and
leasable materials handling equipment such
as forklift trucks.

and construction managers. Quantity
surveyors BWS Middle East helped ensure
that the expenses were measured properly
and were well controlled.

“An award winning
success, and a perfect
example of our capability”

The first Majaal Warehouse complex is built
on a total land area of 716,000 square feet.
When all three phases are complete, the
entire facility will provide 429,000 square
feet of warehousing space for lease. Work
on Phase II of the complex is scheduled to
begin during 2010.

The complex is situated at the landmark
US$ 1.6 billion Bahrain Investment Wharf
(BIW). A mixed-use industrial, logistics,
commercial development, covering 170
hectares in the newly designated Salman
Industrial City, BIW is strategically located
near Bahrain International Airport and the
Phase I of the project was successfully
new deep water Khalifa bin Salman Port
built by Abdullah H. Al Darazi & Sons Co.
which opened in April 2009. With easy
who excelled in their role as the General
access to the city centre, the King Fahad
Contractor, delivering three well-constructed causeway to Saudi Arabia, and the planned
buildings which met or exceeded all
Friendship causeway to Qatar, the site is
specifications. The buildings were designed well connected to all transport hubs.
by international engineering firm Tebodin
Middle East, who also served as the project
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EXECUTIVE MANAGEMENT REVIEW
In the midst of a very challenging
environment, First Bahrain achieved
significant results during 2009, which have
put in place the structures necessary for
the Company’s ongoing success. The core
achievement of the year was the on-time
and on-budget completion of the first phase
of the Company’s inaugural development,
a warehousing complex located at the
Bahrain Investment Wharf, along with the
entrepreneurial launch of Majaal Warehouse
Co., the service company which is designed
to operate this and future warehouse
developments the Company is planning
across the region.
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While such positive results are not
directly represented in this year’s
financial statements, due to a conscious
decision to record a very conservative
reduction in the book value of our
Seef land, I am very pleased with the
overall progress of the Company and
its ability to ride out the current market
conditions, emerging on the other side
as a leading developer in the region.

The project was initially conceived due to
a gap which Management identified in
the existing warehousing market. While
large, full service third party logistics (3PL)
operators were present in the market, they
did not seem to be servicing the small to
medium sized enterprises (SMEs). The only
alternative facilities these companies could
consider were standard warehouse sheds
with no services or security.

First Bahrain’s balance sheet remains very
strong with ample liquidity to sustain current
operations and ongoing developments.
Highlighting the solid liquidity of the
Company and its debt free position, the
Company finished 2009 with its Current
Assets being 8 times greater than its Total
Liabilities. Such metrics give evidence of
the Company’s consistently prudent and
demand driven approach to business.

Proving that demand for such space
continues to exist despite the current market
woes, leasing for the first three buildings is off
to a strong start. These buildings offer nearly
130,000 square feet of space in units which
start at 2,700 square feet in size. When all
three phases of the initial Majaal warehouse
complex at the Bahrain Investment Wharf
are complete, the value of the development
is expected to be US$ 45 million.

This approach to investment led the
Management to invest in industrial property
when many other developers were building
luxury freehold apartments. First Bahrain has
now delivered on this industrial investment,
while many other project concepts have
been shelved or cancelled altogether.

Illustrative of the Company’s entrepreneurial
approach to real estate development, Majaal
positions First Bahrain to be able to earn
future revenues from both development
and sale or lease of buildings along with
the provision of value added facility
management services. With a strong

business model and brand identity, Majaal is
poised for regional expansion.
I am especially proud of the First Bahrain
team’s management of the development
this year. Demonstrating their expertise
in project management, they organized
a highly effective cadre of professional
contractors and held them accountable to
deliver on our goals. The buildings stand
ready for occupancy as a testimony to their
hard work and devotion to duty.
Likewise, I am very appreciative of the
excellent work delivered by our partners
in the project, particularly our General
Contractors, Abdulla H. Al Darazi & Sons
Co., who ensured that the quality of
construction met or exceeded all of our
specifications. The team also consisted of
international engineering firm, Tebodin
Middle East, who delivered the designs
and oversaw the construction and quantity
surveyors, BWS Middle East, whose attention
to detail in the accounting ensured we
stayed on budget.
The Majaal brand was successfully launched
in October with the valuable support
of our marketing and communication
partners, Unisono Brand Consultants
and Hill & Knowlton, in a well-attended
ceremony at the Ritz-Carlton Bahrain. A
PR and advertising campaign that followed,
along with participation in the Bahrain
International Property Exhibition (BIPEX),
provided significant exposure and brand
awareness for the new company.
Additionally, Majaal won its first award
in November, being the Best Industrial
Development Award presented at the
GRE Awards for Excellence in Real Estate.
I am also proud to have been placed
among the Top 25 Regional Logistics
Players by a respected trade publication,
Logistics Middle East.
In other areas, First Bahrain conducted
further due diligence related to a proposed
development we are studying for our land
at Janabiya. The 240,000 square foot plot,
located near the approach to the King
Fahad Causeway to Saudi Arabia, is ideal
for a mixed-use commercial and residential
community, catering to expatriates who are
employed in, and commute to, jobs in the
Eastern province of Saudi Arabia. Demand
for such rental accommodation remains
strong despite the downturn.

A part of the Janabiya plot faces a major
road and was recently granted commercial
zoning, thereby being in a favourable
position to benefit a large retail anchor
such as a supermarket, along with a gated
residential apartment community. In order
to reduce risk, First Bahrain is considering
the staggering of this development into
multiple phases. To better facilitate this
phased approach, and to realise the
maximum benefit from the zoning, the
Company successfully applied for and was
granted a subdivision of the larger plot into
two distinct title deeds for lands of 153,000
and 87,000, with the latter being the
commercially zoned plot.

“First Bahrain continues
to innovate and bring an
entrepreneurial drive to the
development process, which
has and will continue to
distinguish our projects from
other market offerings”
Likewise, Management was successful in its
efforts to subdivide its 236,000 square foot
property at Seef, cutting the land into seven
smaller plots, ranging in size from 21,000
to 77,000 square feet. The Company will
benefit in the year ahead from the increased
flexibility it now has in pursuing options to
develop or sell individual plots. The cost
of these smaller plots are much more
manageable in the current market, which
has shown little signs of liquidity available
for major real estate transactions over the
past year. First Bahrain itself is considering a
hospitality-oriented development on one of
the plots.
With these projects and others in the
pipeline, First Bahrain continues to innovate
and bring an entrepreneurial drive to the
development process, which has and will
continue to distinguish our projects from
other market offerings.

internal systems for corporate governance,
risk management and controls, thanks to
rigorous reviews by newly appointed Internal
Audit firm, Protiviti. These efforts will serve
to strengthen the Company’s institutional
capability to meet the challenges of the
current global financial crisis and regional
market volatility.
Looking forward, Management has worked
together with the Board of Directors to
update the business strategy for 2010,
which calls for continued development of
existing properties at a measured pace with
an eye for opportunistic acquisitions as the
conditions warrant. Our initial focus will
be on building the follow-on phases of the
Majaal development and the possibility of
activating the project at Janabiya.
As always, Management will be actively
looking for gaps in the market, such as those
that exist in the areas of affordable housing,
and will forward new initiatives to the Board
of Directors for their consideration as
genuine opportunities are identified.
In conclusion, I would like to express my
appreciation to the Board of Directors for
their continued confidence in and support
for our current activities and future plans;
to thank our business partners for their
professionalism and encouragement;
and to pay tribute to the dedication, hard
work and loyalty of our staff. I value your
collective contributions and support
during these challenging and uncertain
times, and look forward to working with
you in 2010 to ensure the continued
growth and success of First Bahrain.

Amin Ahmed Al Arrayed
General Manager

Operationally, in keeping with the wise
guidance of the Board of Directors, the
Company has worked hard to control
costs, realising reductions in Administrative
(Other) and Occupancy (Rent) expenses
during the year.
Throughout the year, significant work
was done to upgrade and improve our
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REPORT OF
BOARD
FROM
DIRECTORS
THE BOARD OF DIRECTORS
Mr. Salah Al-Wuhaib
Chairman

Senior Vice President, Discretionary Portfolios, MENA Asset Management Dept., KIPCO
Asset Management Co., KAMCO Mr. Al-Wuhaib currently manages the MENA Asset
Management Dept. at KAMCO. He is also a Board Member at Housing Finance Co. “Iskan.”
Mr. Al-Wuhaib previously worked with the Kuwait Fund for Arab Economic Development; Wafra
Investment Advisory Group based in New York; and the Kuwait Investment Authority. Mr. AlWuhaib holds a Bachelors degree in Business Administration, majoring in Management, from
Eastern Washington University, USA.

Ms. Shahnaz Qabazard
Vice Chairman

Chief Executive Officer, Al Qurain Holding Co. Ms. Qabazard is currently Chief Executive
Officer of Al Qurain Holding Co. and the Group Treasurer at Al Zumorrodah Holding Co. She
also serves as the Vice Chairman of United Healthcare Co. and as a Board Member at Housing
Finance Co. “Iskan.” Ms. Qabazard previously worked at Al Zumorrodah Investment Co. as the
Vice President of Marketing and Client Relationships, and has 11 years experience in Private
Banking. Ms. Qabazard holds a Bachelors degree in Marketing from Kuwait University and a
Diploma in Wealth Management from Geneva.

Dr. Nayef Al-Hajraf
Director,
Audit Committee Chairman

Assistant Vice President for Academic Services and Asst. Professor, Accounting
Department, Gulf University for Science and Technology. Dr. Al-Hajraf is a Member of
the Supreme Council of Petroleum. He is the Founder and Managing Director of the Kuwait
Corporate Governance Forum. He is a member of the Kuwait Accountants and Auditors
Association; the American Institute for Certified Public Accountants; and the Hawkamah
Institution for Corporate Governance. Dr. Al-Hajraf holds a PhD in Accounting and Finance
from Hull University Business School, UK; an MSc in Accountancy from the University of Illinois,
USA; and a BSc in Accounting from Kuwait University.

Mr. Talal Al-Omaim
Director

Senior Vice President - Real Estate Services, Housing Finance Co. “Iskan” Mr. Al-Omaim is
currently serving as both the Senior Vice President of the Real Estate Department at Housing
Finance Co. “Iskan,” and General Manager of the Al-Iskan Real Estate Co. (an Iskan subsidiary).
Before joining Iskan, he worked with Burgan Bank and the Bank of Kuwait and the Middle East
(BKME). Mr. Al-Omaim holds a Diploma in Professional Property Financing and Evaluation.
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Mr. Abdulkarim Al-Khulaifi
Director

Manager, Department of Public Relations and Information, PIFSS Mr. Al-Khulaifi is a senior
Manager in the Department of Public Relations and Information for the Public Institute for
Social Security (PIFSS). With more than 30 years experience including senior positions at PIFSS
in Human Resources and Public Relations along with posts as lecturer at both the Public
Authority for Applied Education and Training and the Civil Service Commission. He is a
member of the International Social Security Association; the International Public Relations
Association; the Gulf Cooperative Council’s Technical Committee for Retirement; and serves
as Secretary of the Kuwait Public Relations Society. Mr. Al-Khulaifi holds a Bachelors degree in
Business Administration from Kuwait University.

Ms. Rasha Al-Awadi
Director

Senior Vice President - Investment & Fund Management Department, Housing Finance Co. “Iskan”
Ms. Al-Awadi is the Senior Vice President for Investment and Fund Management at Housing Finance
Co. “Iskan.” She has previously worked for Global Investment House, Kuwait Investment Co. and
Kuwait Foreign Trading, Contracting and Investment Co. Her qualifications include Accredited
Professional Accountant and Certified Global Investment Analyst from the American Institute for
Financial Business and Research; and Certified Internal Auditor from the American Institution of
Internal Auditors; and Arbitrator from the Kuwait Commercial Arbitration Centre. Ms. Al-Awadi is
a Member of the Kuwait Association of Accountants and Auditors. Ms. Al-Awadi holds a Bachelors
degree in Accounting and Auditing from Kuwait University.

Mr. Khalifa Al-Tararwa
Director

Vice President – Real Estate Services Administration, Housing Finance Co. “Iskan.” Mr. Al-Tararwa
is currently the Vice Chairman of the Housing International Real Estate Development Co.,
and the Vice President – Real Estate Services Administration at Housing Finance Co. “Iskan.”
He previously worked for the Kuwaiti Fund for Development. His career spans 24 years in the
Kuwait real estate market, including extensive experience in real estate investment and trading
management, and information systems management. Mr. Al-Tararwa holds a Bachelors degree
in Computer Science from Ashland University, USA.
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CORPORATE GOVERNANCE
First Bahrain recognises the importance
of sound corporate governance as a
critical factor in attaining fairness for all
stakeholders, enhancing shareholder
value, and achieving organisational
integrity and efficiency. The Company
is committed to full compliance with
the appropriate rules and regulations of
relevant regulatory authorities in those
jurisdictions where it operates.

The Company has a corporate
governance structure in place that
clearly segregates organisational
functions and responsibilities. This
structure reflects the division of roles
and responsibilities between the
Chairman of the Board, the Board of
Directors and the Board Committees;
the General Manager and the Executive
Management team; and those corporate
functions, such as Compliance,
Internal Audit and Risk Management,
which report through relevant Board
Committees to the Board.
The Board comprises seven Directors,
whose appointment reflects the
shareholding of the Group. The
Directors have a diverse range of
skills and experience, and each
brings an independent judgment and
considerable knowledge to the Board’s
discussions. Their profiles are listed

16 First Bahrain Annual Report 2009

separately in this Annual Report. The
Board is supported by two committees
– the Executive Committee and the
Audit Committee – together with Sharia
advisory services from Al Mashora and
Al Raya for Islamic Financial Consulting.
The General Manager, supported by
the Executive Management team,
is delegated by the Board with the
responsibility of the day-to-day
management of the Group. The team
comprises well qualified professionals
with regional and international career
backgrounds, and relevant experience
in key areas such as banking,
investments, real estate, and business
administration. Their profiles are listed
separately in this Annual Report.

RISK MANAGEMENT
The Board has established a risk
management structure for the Company
that clearly defines roles, responsibilities
and reporting lines. Primary responsibility
for managing risk rests with the Executive
Management, while the Board, through
its Audit Committee, retains ultimate
responsibility for risk management.

One of the cornerstones of the Group’s
risk management approach is a well
defined system of delegated authorities
with respect to the commitment of
capital. Its investment approval process
brings rigour to the selection, assessment
and approval of risks assumed under
each of the Group’s principal investment
activities. Matters such as legal,
accounting and general risk assessment
are considered in each case.
The Group’s Internal Audit function
provides independent reporting to the
Audit Committee with respect to the
management of risk, and also provides
comment on the effectiveness of
the design and operation of controls
across the Group.

The main risks to which the Company is
exposed are credit risk, liquidity risk and
market risk, the latter comprising profit
rate risk, foreign currency risk and equity
price risk. The independent risk control
process does not include business risks
such as changes in the environment,
technology and industry. These are
monitored through the Group’s
strategic planning process.
Additional information on specific risk
exposures is included in the Notes to
the Consolidated Financial Statements
in this Annual Report.
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REPORT FROM
EXECUTIVE
MANAGEMENT
THE BOARD OF DIRECTORS
Amin Al Arrayed
General Manager

Mr. Al Arrayed has skilfully provided wise and stable leadership to the Company throughout a
period of tremendous market volatility over the past three years. He brings an in-depth knowledge
of banking, financial services and real estate developed over a 13 year career. Prior to being
selected to lead First Bahrain, he was Head of Retail and Placement at Reef Real Estate Finance
Company, and Regional Head of Retail Banking at BBK, in the Kingdom of Bahrain. Mr. Al Arrayed
holds an MBA from the Kellstadt Graduate School of Business at DePaul University, Chicago,
USA; and a BSc degree in Economics from the University of Redlands, California, USA.

Mounther Al Sabbagh
Head of Investments

Mr. Al Sabbagh leads the Investment team and is responsible for the sourcing, planning
and execution of all the Company’s developments and investments. With a distinguished
investment banking career spanning more than 12 years, he has held several senior
management positions at Orion Capital Partners, Shamil Bank and Taib Bank, which are all
prominent financial institutions based in the Kingdom of Bahrain. Mr. Al Sabbagh holds a BA
degree from Clark University, Massachusetts, USA.

Daniel Taylor
Head of Operations

Mr. Taylor leads the Operations team and is responsible for the financial management
and operations of company, including all marketing, administrative and legal affairs. An
entrepreneur, with a diverse career spanning 21 years, Mr. Taylor has a wealth of operational
and management experience. Prior to joining First Bahrain, he was General Manager of
New York Coffee, and General Manager of Mariner Technologies, where he was the chief
architect of the GCC business news portal, TradeArabia.com. A member of the Urban Land
Institute and the American Chamber of Commerce in Bahrain, Mr. Taylor holds an MBA
from the Kellstadt Graduate School of Business at DePaul University, Chicago, USA; and a BA
degree from the University of Virginia, USA.
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AL MASHORA & AL RAYA SHARIA ADVISORY BOARD REPORT
At 31 December 2009

Praise is only to Allah and Peace and Blessing on the last Prophet, his family and companions.
To the Shareholders of First Bahrain Real Estate Development Co. (KSC)
Allah’s Peace & Blessings on you,
As per the Engagement Contract Signed with us, we have audited the contracts and transactions executed by the company
during the fiscal year ended on 31/12/2009 to express our opinion on extent of the company compliance with the provision of
Islamic Sharia as described on the opinions, guidelines and Sharia decisions issued by us.
Compliance with implementation of contracts and transactions in accordance with the provisions of Islamic Sharia shall be
the responsibility of the company management. However, our liability is limited to expression of independent opinion on the
extent of the company compliance with same based on our audit.
We have conducted our audit according to the controls criteria issued by Accounting & Audit Panel for Islamic Financial
Institutions which require us to plan and implement audit procedures in order to obtain all information, interpretations and
declarations that we deem necessary for providing us sufficient evidences to give reasonable confirmation that the company is
in compliance with the provisions of Islamic Sharia as stated by us.
We have conducted our audit on the basis of examining samples of each type of contracts and transactions executed during
the period. We believe that audit activities we have undertaken provide a proper basis for expressing our opinion.
In our opinion:
- The company, during the specified fiscal period, has conducted its duties towards execution of contracts and transactions in
accordance with the provisions of Islamic Sharia as described on opinions, guidelines and sharia decisions by us.
- The company is not authorized to perform Zakat and the responsibility of the same shall reside in the shareholders.
Allah’s Peace & Blessings may be upon you.

Sharia Advisory Board:

Prof. Abdul Razzaq Khalifa Al-Shaiji		
Board Chairman				
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Mr. Mohammad Al Jaser		
Member 			

Mr. Abdul Aziz Al Jarallah
E xecutive Member

REPORT OF THE INDEPENDENT AUDITORS
At 31 December 2009
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS’ OF FIRST BAHRAIN REAL ESTATE DEVELOPMENT
COMPANY K.S.C. (CLOSED)
We have audited the accompanying consolidated financial statements of First Bahrain Real Estate Development Company
K.S.C. (Closed) (the “parent company”) and its subsidiaries (collectively, the “group”), which comprise the consolidated
statement of financial position as at 31 December 2009 and the consolidated statement of comprehensive income,
consolidated statement of cash flows and consolidated statement of changes in equity for the year then ended, and a summary
of significant accounting policies and other explanatory notes.
Management’s Responsibility for the Consolidated Financial Statements
Management of the parent company is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the consolidated financial statements
are free from material misstatement.
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 entity’s preparation and fair presentation of the consolidated
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the group
as at 31 December 2009, and of its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.
Report on Other Legal and Regulatory Requirements
Furthermore, in our opinion proper books of account have been kept by the parent company and the consolidated financial
statements, together with the contents of the report of the board of directors relating to these consolidated financial
statements, are in accordance therewith. We further report that we obtained all the information and explanations that we
required for the purpose of our audit and that the consolidated financial statements incorporate all information that is
required by the Commercial Companies Law of 1960, as amended, and by the parent company’s articles of association, that an
inventory was duly carried out and that, to the best of our knowledge and belief, no violations of the Commercial Companies
Law of 1960, as amended, nor of the articles of association have occurred during the year ended 31 December 2009 that might
have had a material effect on the business of the group or on its financial position.

WALED A. AL OSAIMI
LICENCE NO. 68 A
OF ERNST & YOUNG
29 March 2010
Kuwait
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Consolidated Statement of Comprehensive Income
Year ended 31 December 2009

2009
KD

2008
KD

(2,147,335)
8,620
(576,355)
635,459
483,388
(1,596,223)

942,514
5,067,362
(1,474,769)
(1,289,513)
(27,799)
85,644
467,760
(483,388)
102,389
1,084
3,391,284

(397,297)
(61,205)
(130,055)
8,380
(238,443)
(818,620)

(298,885)
(66,298)
(71,805)
(25,911)
(1,948)
(244,743)
(709,590)

(2,414,843)
(2,414,843)

2,681,694
(24,135)
(25,793)
(37,500)
2,594,266

4

(7.67) fils

8.24 fils

Statement of comprehensive income:
(Loss) Profit for the year		

(2,414,843)

2,594,266

Other comprehensive income:
Foreign currency translation adjustment 		

856,980

158,035

Total comprehensive income for the year 		

(1,557,863)

2,752,301

		
Income statement:
Notes
Income
Realised gain on sale of investment properties		
Change in fair value of investment properties
5
Loss on discontinuance of development on investment properties
5
Realised gain (loss) from sale of financial assets at fair value through income statement		
Unrealised loss from financial assets at fair value through income statement		
Murabaha income		
Wakala income		
Reversal of impairment (impairment) against wakala receivables		
Dividend income		
Other income		
		
Expenses
Staff cost		
Rent		
Marketing expenses		
Finance cost		
Foreign exchange gain (loss)		
Other expenses		
		
(Loss) Profit before contribution to Kuwait Foundation for the Advancement of Sciences (KFAS),
Zakat and Directors’remuneration 		
Contribution to KFAS		
Zakat		
Directors’ remuneration		
(Loss) Profit for the year		
Basic and diluted (loss) earnings per share

The attached notes 1 to 17 form part of these consolidated financial statements.

24 First Bahrain Annual Report 2009

Consolidated Statement of Financial Position
At 31 December 2009

		
Notes
Assets
Non-current assets		
Investment properties
5
Furniture and equipment		
		

2009
KD

2008
KD

30,919,324
84,458
31,003,782

29,616,850
158,526
29,775,376

Current assets
Accounts receivable
6
Financial assets at fair value through income statement
7
Wakala receivables		
Murabaha receivables
8
Bank balances and cash
8
		

97,694
845,014
8,918,346
883,536
10,744,590

578,103
526,015
589,494
8,000,000
3,157,889
12,851,501

Total assets		

41,748,372

42,626,877

31,500,000
1,455,394
182,913
7,320,382
40,458,689

31,500,000
1,455,394
(674,067)
9,735,225
42,016,552

437,620

421,291

852,063

189,034

Total liabilities		

1,289,683

610,325

Total equity and liabilities		

41,748,372

42,626,877

Equity and Liabilities
Equity
Share capital
9
Statutory reserve
10
Foreign currency translation reserve		
Retained earnings		
Total equity		
		
Non-current liability		
Murabaha payable		
		
Current liabilities		
Accounts payable and accruals		

Salah Ahmed Al-Wuhaib
Chairman

The attached notes 1 to 17 form part of these consolidated financial statements.

25

Consolidated Statement of Cash Flows
Year ended 31 December 2009

2009
KD

2008
KD

(2,414,843)

2,594,266

67,860
10,357
2,147,335
(8,620)
576,355
(483,388)
(104,944)

75,532
(942,514)
(5,067,362)
1,474,769
1,289,513
27,799
483,388
25,911
(38,698)

Working capital changes:
Accounts receivable		
Financial assets at fair value through income statement		
Wakala receivables		
Accounts payable and accruals		
Additions to investment properties		
Proceeds from sale of investment properties		
Net cash flows (used in) from operating activities		

480,409
163,325
22,823
(46,531)
(1,864,898)
(1,349,816)

2,640
5,465,536
7,154,760
(248,670)
(8,033,747)
3,157,255
7,459,076

Investing activities
Purchase of furniture and equipment		
Investment in Murabaha for more than three months		
Net cash flows used in investing activities		

(4,149)
(153,058)
(157,207)

(33,415)
(33,415)

16,329
(38,406)
(22,077)
(1,529,100)
20,035
11,157,889

421,291
(25,911)
(1,500,000)
(1,104,620)
6,321,041
(8,721)
4,845,569

9,648,824

11,157,889

		
Notes
Operating activities
(Loss) profit for the year		
Adjustment for:		
Depreciation		
Write off of furniture and equipment		
Realised gain on sale of investment properties		
Change in fair values of investment properties
5
Loss on discontinuance of development activities on investment properties
5
Realised (gain) loss from sale of financial assets at fair value through income statement		
Unrealised loss from financial assets at fair value through income statement		
(Reversal of impairment) impairment against wakala receivables		
Finance cost		
		

Financing activities
Net proceeds from murabaha payable		
Finance cost paid		
Dividends paid		
Net cash flows used in financing activities		
Net (decrease) increase in cash and cash equivalents		
Net foreign exchange difference 		
Cash and cash equivalents at 1 January		
		
Cash and cash equivalents at 31 December
8

The attached notes 1 to 17 form part of these consolidated financial statements.

26 First Bahrain Annual Report 2009

Consolidated Statement of Changes in Equity
Year ended 31 December 2009

		
	Foreign
			
currency
Share
Statutory
translation
capital
reserve
reserve
KD
KD
KD
As at 1 January 2009
31,500,000
1,455,394
(674,067)
Loss for the year
Other comprehensive income
856,980
Total comprehensive income for the year
856,980
At 31 December 2009
As at 1 January 2008
Profit for the year
Other comprehensive income
Total comprehensive income for the year
Bonus issue
Cash dividends
Transfer to statutory reserve
At 31 December 2008

Retained
earnings
KD
9,735,225
(2,414,843)
(2,414,843)

Total
KD
42,016,552
(2,414,843)
856,980
(1,557,863)

31,500,000

1,455,394

182,913

7,320,382

40,458,689

30,000,000
1,500,000
-

1,187,225
268,169

(832,102)
158,035
158,035
-

10,409,128
2,594,266
2,594,266
(1,500,000)
(1,500,000)
(268,169)

40,764,251
2,594,266
158,035
2,752,301
(1,500,000)
-

31,500,000

1,455,394

(674,067)

9,735,225

42,016,552

The attached notes 1 to 17 form part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements
At 31 December 2009

1. Corporate information
The consolidated financial statements of First Bahrain Real Estate Development Company K.S.C. (Closed) (the “parent company”) and its subsidiaries (collectively
the “group”) for the year ended 31 December 2009 were authorised for issue in accordance with a resolution by the parent company’s board of directors on
29 March 2010. The Shareholders’ General Assembly has the power to amend these consolidated financial statements after issuance.
The parent company is a Kuwaiti shareholding company incorporated on 5 October 2004 as K.S.C. (Holding) and registered on 9 May 2005 under the
Commercial Companies Law of Kuwait. Its registered office is at Al Khaleej Tower, 15th Floor, Abu Baker Al Sadeeq Street, Al Qibla, State of Kuwait. The parent
company engages in activities under the principles of Isalmic Sharia, which include:
Trading, management and development of properties inside and outside Kuwait,
Owning, buying and selling of stocks and bonds of real estate companies inside and outside Kuwait,
Performing maintenance of properties, including mechanical, electro-mechanical, air conditioning activities,
Performing real estate advisory services, feasibility studies and real estate appraisals, and
Managing, operating and leasing hotels, clubs, residential buildings, touristic and health care resorts and providing support services.
2.1. Basis of preparation
The consolidated financial statements have been prepared on a historical cost basis, except for financial assets at fair value through income statement and
investment properties that have been measured at fair value. The consolidated financial statements are presented in Kuwaiti Dinars (KD).
Statement of compliance
The consolidated financial statements of the group have been prepared in accordance with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB) and applicable requirements of Ministerial Order No. 18 of 1990.
Basis of consolidation
The consolidated financial statements comprise the financial statements of the parent company and its subsidiaries as at 31 December 2009.
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 an enterprise so as to obtain benefits from its activities. Subsidiaries are fully consolidated from the date of acquisition, being
the date on which the group obtains control, and continue to be consolidated until the date that such control ceases. The financial statements of subsidiaries
are prepared for the same reporting period as the parent company, using consistent accounting policies. All intra-group balances, income and expenses and
unrealised gains and losses resulting from intra-group transactions are eliminated in full.
The subsidiaries of the group are as follows

Name
First Kuwait Al Seef Real Estate Development Company W.L.L.
FB Janabiya Residential Development W.L.L.
Majaal Warehouse W.L.L.
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Country of
incorporation
Kingdom of Bahrain
Kingdom of Bahrain
Kingdom of Bahrain

Equity interest
2009
2008
100%
100%
100%
100%
100%
100%

Principal activities
Real estate and investment activities
Real estate and investment activities
Real estate and investment activities

Notes to the Consolidated Financial Statements
At 31 December 2009

2.2. Changes in accounting policies and disclosures
The accounting policies adopted are consistent with those of the previous financial year except as follows:
The group has adopted the following new and amended IFRS as of 1 January 2009:

IFRS 7 Financial Instruments: Disclosures
The amended standard requires additional disclosures about fair value measurement and liquidity risk. Fair value measurements related to items recorded at
fair value are to be disclosed by source of inputs using a three level fair value hierarchy, by class, for all financial instruments recognised at fair value. In addition, a
reconciliation between the beginning and ending balance for level 3 fair value measurements is now required, as well as significant transfers between levels in the
fair value hierarchy. The amendments also clarify the requirements for liquidity risk disclosures with respect to derivative transactions and assets used for liquidity
management.
IFRS 8 Operating Segments
IFRS 8 replaced IAS 14 Segment Reporting upon its effective date. The group concluded that the operating segments determined in accordance with IFRS 8 are the
same as the business segments previously identified under IAS 14. IFRS 8 disclosures are shown in Note 12, including the related revised comparative information.
IAS 1 Presentation of Financial Statements
The revised standard separates owner and non-owner changes in equity. The statement of changes in equity includes only details of transactions with
owners, with non-owner changes in equity presented in reconciliation of each component of equity. In addition, the standard introduces the statement of
comprehensive income: it presents all items of recognised income and expense, either in one single statement, or two linked statements. The group has
elected to present one statement.
IAS 23 Borrowing Costs
The revised IAS 23 requires capitalisation of borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset. The
group’s previous policy was to expense borrowing costs as they were incurred. In accordance with the transitional provisions of the amended IAS 23, the group
has adopted the standard on a prospective basis. Therefore, borrowing costs are capitalised on qualifying assets with a commencement date on or after 1 January
2009. During the 12 months to 31 December 2009, borrowing costs amounting to KD 38,406 have been capitalised on qualifying assets and are included in
Properties under development (Note 5).
Improvements to IFRSs
In May 2008 and April 2009, the IASB issued omnibus of amendments to its standards, primarily with a view to removing inconsistencies and clarifying wording.
There are separate transitional provisions for each standard. The adoption of the following amendments resulted in changes to accounting policies but did not
have any impact on the financial position or performance of the group.
IAS 40 Investment Properties (Revised)
The project on improvements to IFRS revised the scope of IAS 40 Investment Properties such that property under construction or development for future use as
an investment properties is classified as investment property. A property interest that is held by a lessee under an operating lease may be classified and accounted
for as investment property if, and only if, the property would otherwise meet the definition of an investment property and the lessee uses the fair value model. If
fair value cannot be reliably determined, property under construction or development will be measured at cost until such time as fair value can be determined or
construction is complete.
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Notes to the Consolidated Financial Statements
Year ended 31 December 2009

2.2. Changes in accounting policies and disclosures (continued)
During the current year, the parent company’s management decided to change the accounting policy for properties under development and to classify these
as investment properties and are thus subsequently measured at fair value. In addition the parent company’s management decided to change the accounting
policy for land use right to capitalise land use right as part of the cost of the investment property, in accordance with IAS 40 Investment Properties and IAS 17
Leases. Accordingly, the payments made on entering into or acquiring a land use right are capitalised as part of the cost of the investment properties and are
subsequently measured at fair value. The group has amended its accounting policies prospectively as per IAS 40 from 1 January 2009.
Up to 31 December 2008, ‘Properties under development’ was dealt with under IAS 16 and recorded at cost, net of accumulated impairment losses, until
development was complete, at which time, the property became investment property and a fair value adjustment was recognised in the statement of
comprehensive income. Also up to 31 December 2008, land-use right (lease of land) was accounted for as ‘Prepaid lease rentals’ and was amortised over the lease
period in accordance with the expected pattern of consumption of the economic benefits embodied in the land use right. Since the property on this leasehold
land is under construction, the amortisation of the prepayments was capitalised in ‘Properties under development’ as per IAS 16.
2.3. IASB standards and IFRIC interpretations issued but not yet effective
The following IASB Standards and IFRIC interpretations have been issued but are not yet effective and have not been early adopted by the group:

IFRS 3R Business Combinations and IAS 27R Consolidated and Separate Financial Statements
The revised standards were issued in January 2008 and become effective for financial years beginning on or after 1 July 2009. IFRS 3R introduces a number of
changes in the accounting for business combinations occurring after this date that will impact the amount of goodwill recognised, the reported results in the
period that an acquisition occurs, and future reported results. IAS 27R requires that a change in the ownership interest of a subsidiary (without loss of control)
is accounted for as an equity transaction. Therefore, such transactions will no longer give rise to goodwill, nor will it give rise to a gain or loss. Furthermore, the
amended standard changes the accounting for losses incurred by the subsidiary as well as the loss of control of a subsidiary. Other consequential amendments
were made to IAS 7 Statement of Cash Flows, IAS 12 Income Taxes, IAS 21 The Effects of Changes in Foreign Exchange Rates, IAS 28 Investment in Associates and
IAS 31 Interests in Joint Ventures. The changes in IFRS 3R and IAS 27R will affect future acquisitions or loss of control and transactions with non-controlling interests.
IFRS 9 Financial Instruments
The standard was issued in November 2009 and becomes effective for financial years beginning on or after 1 January 2013. The new standard enhances
the ability of investors and other users of financial information to understand the accounting of financial assets and reduces complexities. IFRS 9 uses
a single approach to determine whether a financial asset is measured at amortized cost or fair value. The approach in IFRS 9 is based on how an entity
manages its financial instruments (its business model) and contractual cash flow characteristics of the financial assets. The new standard also requires a
single impairment method to be used.
IAS 24 Related Party Disclosures (Amended)
The revised standard was issued in November 2009 and becomes effective for annual periods beginning on or after 1 January 2011. The revised standard simplifies
the definition of a related party and provides a partial exemption from the disclosure requirements for government-related entities.
IFRIC 17 Distributions of Non-cash Assets to Owners
This interpretation is effective for annual periods beginning on or after 1 July 2009 with early application permitted. It provides guidance on how to account for
non-cash distributions to owners. The interpretation clarifies when to recognise a liability, how to measure it and the associated assets, and when to derecognise
the asset and liability. The group does not expect IFRIC 17 to have an impact on the consolidated financial statements as the group has not made non-cash
distributions to shareholders in the past.
The application of these standards will be made in the consolidated financial statements when these standards become effective and are not expected to have a
material impact on the consolidated financial statements of the group.
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Notes to the Consolidated Financial Statements
At 31 December 2009

2.4. Significant accounting policies
The significant accounting policies adopted in the preparation of these consolidated financial statements are set out below:
Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the group and the revenue can be reliably measured. Revenue is
measured at the fair value of the consideration received. The following specific recognition criteria must also be met before revenue is recognised:
•
•
•

Murabaha and wakala income is on a time proportion basis so as to yield a constant periodic rate of return based on the net balance outstanding.
Realised gain on sale of investment properties is recognised when the significant risks and rewards of ownership of investment properties have passed
to the buyer.
Dividend income is recognised when the group’s right to receive the payment is established.

Kuwait Foundation for the Advancement of Sciences (KFAS)
The parent company calculates the contribution to KFAS at 1% of profit for the year in accordance with the modified calculation based on the Foundation’s Board
of Directors resolution, which states that the income from associates and subsidiaries, Board of Directors’ remuneration, transfer to statutory reserve should be
excluded from profit for the year when determining the contribution.
Zakat
Zakat is calculated at 1% of the profit in accordance with the Ministry of Finance resolution No. 58/2007.
Foreign currency translation
The group’s consolidated financial statements are presented in KD, which is also the parent company’s functional currency. Each entity in the group determines
its own functional currency and items included in the financial statements of each entity are measured using that functional currency.
Transactions in foreign currencies are initially recorded by the group entities at their respective functional currency rates prevailing at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency spot rate of exchange ruling at the reporting date. All
differences are taken to the consolidated statement of comprehensive income.
Non-monetary items that are measured 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 value in a foreign currency are translated using the exchange rates at the date when the fair value is
determined. In case of non-monetary assets whose change in fair values are recognised directly in equity, foreign exchange differences are recognised directly
in equity and for non-monetary assets whose change in fair values are recognised in the consolidated statement of comprehensive income, foreign exchange
differences are recognised in the consolidated statement of comprehensive income.
The assets and liabilities of foreign operations are translated into KD at the rate of exchange prevailing at the reporting date and their income statements are
translated at the average rates of exchange for the year of operations. The exchange differences arising on the translation are recognised in other comprehensive
income. On disposal of a foreign operation, the component of other comprehensive income relating to that particular foreign operation is recognised in the
consolidated statement of comprehensive income.

31

Notes to the Consolidated Financial Statements
Year ended 31 December 2009

2.4. Significant accounting policies (continued)
Investment properties
Investment properties represents properties acquired, constructed, under construction or development held to earn rentals or for capital appreciation or
both. Property held under operating lease is classified as investment properties when the definition of an investment property is met and it is accounted for as
a finance lease.
Investment properties are measured initially at cost, including transaction costs. The cost of properties under development includes the cost of land and other
directly attributable costs. The carrying amount includes the cost of replacing part of an existing investment property at the time that cost is incurred if the
recognition criteria are met; and excludes the costs of day to day servicing of an investment property. Subsequent to initial recognition, investment properties
are stated at fair value, which reflects market conditions at the reporting date. Gains or losses arising from changes in the fair values of investment properties are
included in the consolidated statement of comprehensive income in the year in which they arise.
Investment properties are derecognised when either they have been disposed of or when the investment property is permanently withdrawn from use and no
future economic benefit is expected from its disposal. The difference between the net disposal proceeds and the carrying amount of the asst is recognised in the
consolidated statement of comprehensive income in the year of derecognition.
Transfers are made to investment properties only when, there is a change in use, evidenced by the end of owner occupation, and commencement of an
operating lease to another party. Transfers are made from investment properties only when, there is a change in use, evidenced by commencement of owner
occupation or commencement of development with a view to sale.
Financial instruments – initial recognition and subsequent measurement
(i) Financial assets
Initial recognition and measurement
Financial assets within the scope of IAS 39 are classified as financial assets at fair value through income statement, loans and receivables, held-to-maturity or
financial assets available-for-sale, as appropriate. The group determines the classification of its financial assets at initial recognition.
All financial assets are recognised initially at fair value plus, in the case of financial assets not at fair value through income statement, directly attributable
transaction costs.
Purchases and sales of financial assets that require delivery of assets within a time frame established by regulation or convention in the marketplace (regular way
trades) are recognised on the trade date, i.e. the date that the group commits to purchase or sell the asset.
The group’s financial assets include bank balances and cash, murabaha receivables, accounts receivables, wakala receivables and financial assets at fair value
through income statement. At 31 December 2009, the group did not have any held-to-maturity and financial assets available-for-sale.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through income statement
Financial assets at fair value through income statement include financial assets held for trading and financial assets designated upon initial recognition at fair
value through income statement. Financial assets are classified as held for trading if they are acquired for the purpose of selling or repurchasing in the near term.
Financial assets are designated at fair value through income statement if they are managed and their performance is evaluated on reliable fair value basis in
accordance with documented investment strategy. Financial assets at fair value through income statement are carried in the consolidated statement of financial
position at fair value with changes in fair value recognised in the consolidated statement of comprehensive income.
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Notes to the Consolidated Financial Statements
At 31 December 2009

2.4. Significant accounting policies (continued)
Financial instruments – initial recognition and subsequent measurement (continued)
The group evaluated its financial assets at fair value through income statement (held for trading) whether the intent to sell them in the near term is still
appropriate. When the group is unable to trade these financial assets due to inactive markets and management’s intent to sell them in the foreseeable future
significantly changes, the group may elect to reclassify these financial assets in rare circumstances. The reclassification to loans and advances, available-for-sale or
held-to-maturity depends on the nature of the asset. This evaluation does not affect any financial assets designated at fair value through income statement using
the fair value option at designation.

Accounts receivable
Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts. An estimate for doubtful debts is made when collection
of the full amount is no longer probable. Bad debts are written off when there is no possibility of recovery.
Wakala receivables
Wakala receivables are financial assets originated by the group. These are stated at cost less provision for impairment, if any. Wakala receivables comprise amounts
invested with a financial institution for the onward deals by this institution in various Islamic investment products.
Murabaha receivables
Murabaha is an Islamic transaction involving the group’s purchase and immediate sale of an asset at cost plus an agreed profit. The amount due is settled on
a deferred payment basis. Murabaha receivables are stated at cost less provision for impairment, if any. Murabaha receivables represent balances with Islamic
financial services institutions.
Derecognition
A financial asset (or, where applicable a part of financial asset or part of a group of similar financial assets) is derecognised when:
• the rights to receive the cash flows from the asset have expired
• the group has transferred its right to receive cash flows from the 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 either (a) the group has transferred substantially all the risks and rewards of the asset, or (b) the
group 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 or has entered into pass-through arrangement, 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. In that case, the group also recognises an associated liability. The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the group has retained
(ii) Impairment of financial assets
The group assesses at each reporting date whether there is any objective evidence that a financial asset or a group of financial assets is impaired. A financial
asset or a group of financial assets is deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future cash flows of the financial
asset or the group of financial assets that can be reliably estimated. Evidence of impairment may include indications that the debtors or a group of debtors
is experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other
financial reorganisation and where observable data indicate that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4. Significant accounting policies (continued)
Financial instruments – initial recognition and subsequent measurement (continued)
(iii) Financial liabilities
Initial recognition and measurement
Financial liabilities within the scope of IAS 39 are classified as financial liabilities at fair value through income statement and loans and borrowings. The group
determines the classification of its financial liabilities at initial recognition.
All financial liabilities are recognised initially at fair value and in case of loans and borrowings, plus directly attributable transactions costs.
The group’s financial liabilities include murabaha payable and accounts payable. At 31 December 2009, the group did not have any financial liabilities at fair value
through income statement.

Subsequent measurement
The measurement of financial liabilities depends on their classification as follows:
Murabaha payable
Murabaha payable represents the amount payable on a deferred settlement basis for assets purchased under murabaha arrangements. Murabaha payable is
stated at the gross amount of the payable, net of deferred profit payable. Profit payable is expensed on a time apportionment basis taking account of the profit rate
attributable and the balance outstanding.
Accounts payable
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the supplier or not.
Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition of a new liability, and the difference in the
respective carrying amounts is recognised in the consolidated statement of comprehensive income.
(iv) Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the consolidated statement of financial position if and only if, there is a
currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, or to realise the assets and settle the liabilities
simultaneously.
(v) Fair value of financial instruments
The fair value of financial instruments that are traded in active markets at each reporting date is determined by reference to their quoted market prices (bid price),
without any deduction for transactions cost.
For financial instruments not traded in an active market, the fair value is determined using appropriate valuation techniques. Such techniques may include using
recent arm’s length market transactions; reference to the current fair value of another instrument that is substantially the same; discounted cash flow analysis or
other valuation models.
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2.4. Significant accounting policies (continued)
Cash and cash equivalents
Cash and cash equivalents in the consolidated statement of financial position comprise cash on hand, bank balances and murabaha receivables.
For the purpose of the consolidated statement of cash flows, cash and cash equivalents consists of cash on hand, bank balances and murabaha receivables with an
original maturity of three months or less.
Impairment of non-financial assets
The group assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication exists, or when annual impairment
testing for an asset is required, the group estimates the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating
unit’s (CGU) fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of assets. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair value less
costs to sell, an appropriate valuation model is used. These calculations are corroborated by valuation multiples, or other available fair value indicators.
Provisions
Provisions are recognised when the group has a present obligation (legal or constructive) as result of a past event, it is probable that an outflow of resources
embodying economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
3. Significant accounting judgements, estimates and assumptions
Judgments
The preparation of the group’s consolidated financial statements requires management to make judgements, estimates and assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities and the disclosure of contingent liabilities at the date of the reporting period. However, uncertainty about
these assumptions and estimates could result in outcomes that could require a material adjustment to the carrying amount of the asset or liability affected in
future periods.
Estimates and assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below:

Valuation of unquoted investments
Valuation of unquoted investment securities 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; and
• Other valuation models.
The determination of the cash flows and discount factors for unquoted investments securities requires significant estimation.
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3. Significant accounting judgements, estimates and assumptions (continued)

Valuation of investment properties
Valuation of investment properties is supported by indicative market prices. Periodically, valuation is carried out by an independent valuer who holds a recognised
and relevant professional qualification and who has recent experience in the location and category of the property being valued.
The determination of the fair value of investment properties requires significant estimation.

Impairment of receivables
An estimate of the collectible amount of receivables is made when collection of the full amount is no longer probable. For individually significant amounts, this
estimation is performed on an individual basis. Amounts which are not individually significant, but which are past due, are assessed collectively and a provision
applied according to the length of time past due, based on historical recovery rates.
4. Basic and diluted (loss) earnings per share
Basic and diluted (loss) earnings per share is calculated by dividing the (loss) profit for the year attributable to the equity holders of the parent company by the
weighted average number of shares outstanding during the year as follows:
2009
2008
(Loss) profit for the year (KD)
Weighted average number of shares outstanding
Basic and diluted (loss) earnings per share

(2,414,843)

2,594,266

315,000,000

315,000,000

(7.67) fils

8.24 fils

2009
KD
10,183,421
20,735,903

2008
KD
8,210,307
21,406,543

30,919,324

29,616,850

5. Investment properties

Properties under development
Land held for capital appreciation
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5. Investment properties (continued)
5.1. Properties under development
Movement in properties under development is as follows:

At 1 January
Additions
Finance cost capitalised
Change in fair value
Loss on discontinuance of development activity
Transfer to land held for capital appreciation (Note 5.2)
Foreign currency translation adjustment

2009
KD
8,210,307
2,574,458
38,406
(639,750)
-

2008
KD
17,793,139
8,033,747
5,067,362
(1,474,769)
(21,406,543)
197,371

At 31 December

10,183,421

8,210,307

Properties under development amounting to KD 3,623,134 (2008: KD 4,156,902) are stated at fair value, which have been determined based on valuations
performed by independent valuers as at 31 December 2009 and 31 December 2008. The remaining properties under development amounting to KD 6,560,287
(2008: KD 4,053,405) are carried at cost, as fair values are not reliably determinable.
Properties under development carried at cost includes a plot of land located in the Kingdom of Bahrain amounting to KD 4,519,134 (2008: KD 3,947,423) acquired
by the group under an operating lease and is classified and accounted for as investment property.
5.2. Land held for capital appreciation
Movement in land held for capital appreciation is as follows:

At 1 January
Transfer from properties under development (Note 5.1)
Change in fair value
Foreign currency translation adjustment

2009
KD
21,406,543
(1,507,585)
836,945

2008
KD
21,406,543
-

At 31 December

20,735,903

21,406,543

Land held for capital appreciation, located in the Kingdom of Bahrain, is stated at fair value, which has been determined based on valuations performed by
independent valuers as at 31 December 2009 and 31 December 2008.
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6. Accounts receivable
2009
KD
97,694

2008
KD
485,296
92,807

97,694

578,103

2009
KD
Held for trading:		
Quoted equity securities
490,031

2008
KD

Receivable on sale of investment properties
Other receivables

7. Financial assets at fair value through income statement

Designated upon initial recognition:		
Unquoted funds
354,983
845,014

-

526,015
526,015

8. Cash and cash equivalents

Murabaha receivables
Bank balances and cash

2009
KD
8,918,346
883,536

2008
KD
8,000,000
3,157,889

9,801,882

11,157,889

2009
KD
8,765,288
883,536

2008
KD
8,000,000
3,157,889

9,648,824

11,157,889

Murabaha receivables carry effective average annual profit rate of 7% (2008: 9%).
For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise the following at 31 December:

Murabaha receivables with original maturities of less than three months
Bank balances and cash
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9. Share capital

Authorised, issued and fully paid up 315,000,000 (2008: 315,000,000) shares of 100 fils each

2009
KD
31,500,000

2008
KD
31,500,000

10. Statutory reserve
In accordance with the Commercial Companies Law and the parent company’s Articles of Association, 10% of the profit for the year attributable to equity holders
of the parent company before contribution to KFAS, Zakat and Directors’ remuneration has to be transferred to statutory reserve. In the current year, no transfer
has been made to statutory reserve since the group has incurred a loss. The parent company may resolve to discontinue such annual transfers, when the reserve
equals 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.
11. Related party transactions
Related parties represents major shareholders, directors and key management personnel of the group, and entities controlled, jointly controlled or significantly
influenced by such parties. Pricing policies and terms of these transactions are approved by the group’s management.
Transactions with related parties included in the consolidated financial statements are as follows:
2009		
Other
related parties		

2008

KD
KD
KD
Consolidated statement of comprehensive income
			
Murabaha income
634,882
634,882
				
Consolidated statement of financial position
			
Murabaha receivables
8,000,000
8,000,000

KD

Major
shareholders

75,452

8,000,000

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

Short-term employee benefits
Directors’ remuneration
Termination benefits

2009
KD
183,793
1,676

2008
KD
163,124
37,500
2,888

185,469

203,512
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12. Operating segment information
For management purposes, the group is organised into business units based on activities and services and has two reportable operating segments as real estate
and non-real estate. The majority of the group’s real estate properties are located in the Kingdom of Bahrain.
Real estate
activities
KD

Non-real estate
activities
KD

Unallocated
KD

Total
KD

(2,147,335)

551,112

-

(1,596,223)

Segment result

(2,965,955)

551,112

-

(2,414,843)

Segment assets

31,985,012

9,763,360

-

41,748,372

Segment liabilities

1,289,683

-

-

1,289,683

Other segmental information:				
Purchase of lease rights
571,711
Addition to properties under development
2,002,747
Unrealised loss from financial assets at fair value through income statement
(576,355)
Reversal of impairment of wakala receivables
483,388
-

571,711
2,002,747
(576,355)
483,388

31 December 2009
Segment revenue

Real estate
activities
KD

Non-real estate
activities
KD

Unallocated
KD

Total
KD

4,535,107

(1,144,907)

1,084

3,391,284

Segment result
3,825,517
		
Segment assets
33,511,368

(1,144,907)

(86,344)

2,594,266

9,115,509

-

42,626,877

-

-

610,325

Other segmental information:				
Purchase of lease rights
2,501,638
Addition to properties under development
5,532,109
Loss on discontinuance of development activities on investment properties
(1,474,769)
Unrealised loss from financial assets at fair value through income statement
(27,799)
Impairment of wakala receivables
(483,388)
-

2,501,638
5,532,109
(1,474,769)
(27,799)
(483,388)

31 December 2008
Segment revenue

Segment liabilities
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12. Operating segment information (continued)
Geographic information
The group operates mainly in the following geographic markets; a) State of Kuwait, and b) Kingdom of Bahrain. The following table shows the distribution of the
group’s segment revenues, segment results, segment assets, segment liabilities and other segment information by geographical segment:
State of
Kingdom of
Kuwait
Bahrain
Others
31 December 2009
KD
KD
KD
				
Segment revenues
523,119
(2,111,635)
(7,707)
				
Segment assets
8,925,387
32,468,002
354,983
31 December 2008
		
Segment revenues
(761,004)
Segment assets

10,897,289

Total
KD
(1,596,223)
41,748,372

4,535,107

(382,819)

3,391,284

31,203,573

526,015

42,626,877

13. Commitments
At 31 December 2009, the group had commitments in respect of construction of property under development amounting to KD 114,853 (2008: Nil) and
operating lease rentals of KD 444,252 (2008: KD 975,977).
14. Financial risk management objectives and policies
Risk is inherent in the group’s activities but it is managed through a process of ongoing identification, measurement and monitoring, subject to risk limits and
other controls. This process of risk management is critical to the group’s continuing profitability and each individual within the group is accountable for the risk
exposures relating to his or her responsibilities. The group is exposed to credit risk, liquidity risk and market risk. The independent risk control process does not
include business risks such as changes in the environment technology and industry. The group’s policy is to monitor those business risks through the group’s
strategic planning process.
14.1. Credit risk
Credit risk is the risk that a counter party will not meet its obligations under a financial instrument leading to financial loss. The group is exposed to credit risk on
its accounts receivable and bank balances.
The group seeks to limit its credit risk with regard to receivables by dealing with credit worthy counter parties and regularly monitoring its outstanding receivables.
The maximum credit risk exposure is equal to the carrying amounts as reported in the consolidated statement of financial position. The group limits its credit risk
with regard to bank balances by only dealing with high credit quality financial institutions and the group has policies to limit the amount of credit exposure to any
financial institution.
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14. Financial risk management objectives and policies (continued)
14.2. Liquidity risk
Liquidity risk is the risk that the group will encounter difficulty in raising funds to meet commitments associated with financial instruments. To manage this risk,
the group periodically invests in bank deposits or other investments that are readily realisable. The maturity profile is monitored by management to ensure
adequate liquidity is maintained.
The table below summarises the maturity profile of the group’s financial liabilities based on contractual undiscounted payments:
Less than 3 months
KD
10,686
-

3 – 12 months
KD
32,058
852,063

Over 1 year
KD
491,035
-

Total
KD
533,779
852,063

10,686

884,121

491,035

1,385,842

31 December 2008:				
Murabaha payable
10,289
30,867
513,948
Accounts payable and accruals
189,034
-

555,104
189,034

Total liabilities

744,138

31 December 2009:
Murabaha payable
Accounts payable and accruals
Total liabilities

10,289

219,901

513,948

14.3. Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices. Market prices comprise of
interest rate risk, currency risk, and equity price risk.
Market risk is managed on the basis of pre-determined asset allocations across various asset categories, diversification of assets in terms of geographical distribution
and industry concentration, a continuous appraisal of market conditions and trends and management’s estimate of long and short term changes in fair value.
14.3.1. Interest rate risk
Interest rate risk is the risk that fair value of future cash flows of a financial instrument will fluctuate because of changes in market interest rates. The group’s is not
exposed to interest rate risk as the group does not have interest bearing liabilities.
14.3.2. Foreign currency risk
Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in foreign exchange rates. The
group manages its foreign currency risk by continuous assessment of the group’s open positions and current and expected exchange rate movements.
The effect of change in the foreign exchange rates, with all other variables held constant, on the group’s loss and the group’s equity is not significant.
14.3.3. Equity price risk
The group’s quoted and unquoted investment securities are susceptible to market price risk arising from uncertainties about future values of the investment
securities. Equity price risk is managed by the group through diversification of investments in terms of geographical distribution and industry concentration.
The effect of a change in the fair value of the investment securities held as financial assets at fair value through income statement at the consolidated statement of
financial position date due to a reasonable possible change in the equity indices, with all other variables held as constant, is not significant.
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15. Capital management
The primary objective of the group’s capital management is to ensure that it maintains healthy capital ratios in order to support its business and maximise
shareholder value.
The group manages its capital structure and makes adjustments to it in light of changes in business conditions. To maintain or adjust the capital structure, the
group may adjust the dividend payment to shareholders, return capital to shareholders or issue new shares. No changes were made in the objectives, policies or
processes during the years ended 31 December 2009 and 31 December 2008.
Capital comprises share capital, statutory reserves and retained earnings, and is measured at KD 40,275,776 as at 31 December 2009 (2008: KD 42,690,619).
16. Fair value of financial instruments
Fair value is the amount at which an asset, liability or financial instrument could be exchanged or settled between knowledgeable willing parties in an arm’s
length transaction. Underlying the definition of fair value is the presumption that the group 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.
The estimated fair values of financial assets and liabilities approximated their respective net book values at the reporting date.
Fair value hierarchy
The group uses the following hierarchy for determining and disclosing the fair value of financial assets by valuation technique:
Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.
Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, either directly or indirectly.
Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market data.
Assets measured at fair value
31 December 2009
Financial assets at fair value through income statement

Level 1
KD
490,031

Level 2
KD
354,983

Level 3
KD
-

Total
KD
845,014

17. Comparatives
Certain of the previous year figures have been reclassified wherever necessary to be in conformity with the presentation in the current year, in order to comply
with the requirements of new / revised International Accounting Standards as summarised in Note 2 above. These have no impact on the previously reported
profit or equity.
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