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Independent Auditor’s Report to the Shareholders

Report on the financial statements

We have audited the accompanying consolidated financial statements of Al Manar Financing and Leasing Company K.S.C. (Closed) “Parent
Company” and its subsidiaries “together referred to as the Group” which comprise the consolidated balance sheet as of 31 December 2006,
and the consolidated statements of income, changes in equity and cash flows for the year then ended and a summary of significant accounting
policies and other explanatory notes.

Management's responsibility for the consolidated financial statements

The Parent Company’s management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with International Financial Reporting Standards as adopted for use by the State of Kuwait. 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.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We conducted our audit in accordance
with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance 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 auditor’s 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 auditor considers 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 Parent company'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 on the consolidated
financial statements.

We have not audited the financial statements of the subsidiaries, which reflect total assets and net profit of KD 1,219,908 and KD 552,237
respectively for the year ended 31 December 2006. These financial statements have been audited by other auditors. Our opinion insofar
as it relates to the amounts included in the financial statements for these subsidiaries is based on the other auditors’ reports.

Opinion

In our opinion, based on our audit and the other auditors reports the consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as of 31 December 2006, and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards as adopted for use by the State of Kuwait.

Report on legal and other regulatory matters

Furthermore, in our opinion, proper books of accounts 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 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, or of the Parent Company’s Atrticles of Association have occurred during
the year ended 31 December 2006 that might have had a material effect on the business of the Group or on its consolidated financial position.

We further report that, during the course of our audit, we have not become aware of any material violations of the provisions of Law No. 32
of 1968, as amended, concerning currency, the Central Bank of Kuwait and the organization of banking business, and its related regulations,
during the year ended 31 December 2006.

Bader A. Al-Wazzan
Licence No. 62A
Kuwait - 12 March 2007
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Consolidated Balance Sheet
As at 31 December 2006
(All Amounts are in KD.)

—‘ Note 2005 2004
Cash and cash equivalent S 3,897,901 1,248,389
Investments in murabahat and wakalat - 3,004,712
Investments at fair value through profit and loss 13,492,763 10,517,241
Receivables 70,467,255 48,201,154
Other receivables 172,822 149,546
Intangible assets 66,916 71,959
Property and equipment 61,929 102,676

Total assets

LIABILITIES AND EQUITY

88,159,586

63,295,677

Total equity

Total liabilities and equity

Bader Abdulla Al-Sumait
Chairman

35,835,568 ‘

88,159,586 |

Murabahat and wakalat payable 7 50,083,217 28,619,129
Creditors and other credit balances 8 2,120,367 2,211,767
Employees’ end of service indemnity 120,434 73,460
Total liabilities 52,324,018 ‘ 30,904,356
Share capital 30,401,000 30,082,970
Share premium 3,010 -

Statutory reserve 10 543,029 233,069
Voluntary reserve 10 520,915 210,955
Employees’ share ownership plan reserve 20 97,239 20,743
Retained earnings 4,270,375 1,843,584

32,391,321

63,295,677

The accompanying notes (1) to (22) form an integral part of these consolidated financial statements

Salah Mohamed Al Wazan

Vice Chairman

Consolidated Statement of Income
For the year ended 31 December 2006
(All Amounts are in KD.)
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—‘ Note 2006 2005
Finance revenues 7,701,042 4,016,533
Gains from investments at fair value through profit and loss 11 444,361 1,071,546
Income from Murabahat and Wakalat 91,883 45,316
Other revenues 835,424 689,893
Total Revenues 9,072,710 5,823,288
General and administrative expenses 787,302 862,980
Staff cost 12 1,027,032 831,254
Finance cost 3,260,065 795,506
Provision for doubtful debts 703,868 1,115,103
Depreciation and amortization 118,340 94,572
Employees share ownership plan cost 76,496 20,743
Contribution to Kuwait Foundation for the Advancement of Science “KFAS” 27,896 18,928
Board of Directors’ Remuneration 25,000 -
Total Expenses and other charges 6,025,999 3,739,086
Net profit for the year 3,046,711 2,084,202
Earnings per share (fils) 13

The accompanying notes (1) to (22) form an integral part of these consolidated financial statements




Al Manar Financing & Leasing Company ks.c.c

Consolidated Statement of Changes in Equity
For the year ended 31 December 2006
(All Amounts are in KD.)

Employees’

ST Say W awsoveme SIS Tow

Balance as at 31 December 2004 30,000,000 - 22,756 22,756 - 180,008

Transferred to Zakat for the year 2004 - - - (22,114) - - (22,114)
Share capital increase 82,970 - - - 20,743 - 103,713
Net profit for the year - & = - - 2,084,202 2,084,202
Transfer to reserves = = 210,818 210,313 - (420,626)

Balance as at 31 December 2005 30,082,970 - 233,069 210,955 20,743 1,843,584 EeyRCChRCyAl
Balance as at 31 December 2005 30,082,970 - 233,069 210,955 20,743 1,843,584 [EyRCICINcyAl
Share capital increase 318,030 3,010 - = 76,496 -

Net profit for the year - = : = = 3,046,711 3,046,711
Transfer to reserves P : 309,960 309,960 - (619,920)

Balance as at 31 December 2006 =~ 30,401,000 3,010 543,029 520,915 97,239 4,270,375 |[ECISRERIRSIH]

The accompanying notes (1) to (22) form an integral part of these consolidated financial statements

Consolidated Statement of Cash Flows
For the year ended 31 December 2006
(Al Amounts are in KD.)

Cash flows from operating activities
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2006 2005
' Net profit for the year 3046711 | 2,084,202
Depreciation and amortization 118,340 94,572
Gain on sale of property and equipment - (490)
Provisions for doubtful debts 703,868 1,115,103
Gains from investments at fair value through profit and loss (444,361) (1,091,546)
Income from Murabahat and wakalat (91,883) (45,316)
Finance cost 3,260,065 795,506
Employee share ownership plan cost 76,496 20,743
Employees’ end of service indemnity 55,142 42,204
Operating gain before changes in operational assets and liabilities 6,724,378 3,014,978
Receivables (22,969,969) (33,774,720)
Other receivables (23,276) (99,922)
Investments at fair value through profit and loss (2,557,282) 1,455,098
Creditors and other credit balances (72,472) (560,695)
Paid to Kuwait Foundation for Advancement of Science “KFAS” (18,928) (2,048)
Payment of employees’ end of service indemnity (8,168) (6,490)

Net cash used in operating activities

(18,925,717)

(29,973,799)

The accompanying notes (1) to (22) form an integral part of these consolidated financial statements

Proceeds from investments in Murabahat and Wakalat 6,000,000 =

Paid for Investment in Murabahat and Wakalat (3,000,000) -

Proceeds from sale of property and equipment - 9,500
Paid to purchase property and equipment (46,439) (53,083)
Paid to purchase intangible assets (26,111) (56,353)
Cash dividends 26,121 =

Murabahat and Wakalat revenues received 96,595 167,923
Net cash generated from investing activities 3,050,166 ‘ 67,987
Proceeds from share capital 321,040 82,970
Net received from Murabahat increases and wakala payables 20,771,782 28,182,676
Finance cost paid (2,567,759) (359,053)
Net cash generated from financing activities 18,525,063 27,906,593
Net increase/ (decrease) in cash and cash equivalents 2,649,512 (1,999,219)
Cash and cash equivalents at beginning of year 1,248,389 3,247,608
Cash and cash equivalents at end of year 897,90 48,389
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Notes to the Consolidated Financial Statements Bader Abdulla Al Sumait and Partner

For the year ended 31 December 2006 2- ManaratTasaheel Real Estate Company W.L.L. 100% Out of which 1% by virtue of letter of renunciation
(All Amounts are in KD.) Hamad Abdulla Ahmed and Partner
3- Al- Manar Express for Marketing W.L.L. 100% Out of which 50% by virtue of letter of renunciation

(1) Overview

Al Manar Financing and Leasing Company K.S.C. (Closed) (The Parent company) incorporated in Kuwait in 2003 by the authorized letter
of incorporation no 4857 file 1 dated 6 October 2003. The Parent company has been registered in the commercial register on 2 November
2003 under number of 97054.

The Parent company regulated by the Central Bank of Kuwait.

The Parent Company’s headquarters is located in State of Kuwait, P.O. Box 22828, Safat 13089.

The main activities of the Parent Company and its subsidiaries (together referred to as the Group) are represented in practicing all finance,
investment, investment property, money management, marketing and administrative studies of consulting. The Parent company operates
its activities according to the Noble Islamic Shariaa principles.

The consolidated financial statements have been approved by the Board of Directors on 12 March 2007. The shareholders in the general
assembly meeting have the right to amend these consolidated financial statements.

(2) Basis of preparation and significant accounting policies

(2-1) Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) as adopted
for use in the State of Kuwait for financial institutions regulated by the Central Bank of Kuwait. These regulations require adoption of all IFRS
except for the IAS (39) requirements for collective provisions, which has been replaced by the Central Bank of Kuwait's requirements for a
minimum general provisions as described in Note (2-3).

The consolidated financial statements have been prepared under the historical cost convention as modified by the revaluation of financial
assets at fair value through profit and loss and available for sale assets.

The preparation of the consolidated financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgment in the process of applying the company’s accounting policies. The areas involving a
higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the financial statements, are disclosed
in Note (19).

During the year, some IASB Standards and Interpretations have been issued and amended.

- IFRS 7 Financial Instruments: Disclosures

- IAS (1) Presentation of Financial Statements: capital Disclosure

- IFRIC Interpretation (8) Scope of IFRS (2)

- IFRIC Interpretation (10) Interim Financial Reporting and Impairment

- IFRIC Interpretation (11) IFRS (2) — company and Treasury Share Transactions

The application of IFRS 7, which will be effective for the year ending 31 December 2007 will result in amended and additional disclosures
relating to financial instruments and associated risks. The application of other amendments and interpretations, which will be effective starting
from next year, is not expected to have a material impact on the financial statements of the Group.

(2-2) Consolidation

Subsidiaries

Subsidiaries are all entities over which the Group has the power to govern the financial and operating policies. Generally accompanying a
shareholding of more than 50% of the voting rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group controls another entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group. They are de-consolidated from the date that control ceases.

Inter-group transactions, balances and unrealised gains on transactions between group companies are eliminated. Unrealised losses are
also eliminated unless the transaction provides evidence of an impairment of the asset transferred. Accounting policies of subsidiaries have
been changed where necessary to ensure consistency with the policies adopted by the Group.

Company’s name Legal form Ownership %

1- United Tasaheel Real Estate Company W.L.L. 100% Out of which 1% by virtue of letter of renunciation

Consulting Company

4- Al-Manar Wataniya for Administrative W.L.L. 100% Out of which 50% by virtue of letter of renunciation
Consulting Company

5- Bait Al-Tasaheel Real Estate Company W.L.L. 100% Out of which 50% by virtue of letter of renunciation

(2-3) Financial assets

Classification
The management classifies its financial assets upon acquisitions. The Group had classified its financial assets as “financial assets at fair
value through profit and loss”, “loans and receivables” and “available for sale”.

Financial assets at fair value through profit and loss

Financial assets “carried at fair value through profit and loss” are divided into two sub categories: financial assets held for trading, and those
designated at fair value through profit and loss at inception. Financial assets held for trading are those assets acquired principally for the
purpose of selling in the short term. The financial assets designated at fair value through profit and loss at inception are classified in this
category, if they are managed and their performance is evaluated and internally reported on a fair value basis in accordance with a documented
investment strategy.

Loans and receivables
These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They arise when the
Group provides financing directly to a customer with no intention of trading the receivables.

Available for sale financial assets

These are non-derivative financial assets that are either designated in this category or not included in any of the above categories and
are principally, those acquired to be held for indefinite period of time which could be sold when liquidity is needed or upon changes in
rates of profit.

Recognition and De-recognition

Financial assets are recognized when the Group enters into contractual agreement on these assets. Purchases and sales of financial assets
are recognised on the settlement date, on which the Group delivers or receives the asset. Financial assets are derecognised when the right
to receive cash flows from the assets has expired or has been transferred and the Group has substantially transferred all risks and rewards
of ownership.

Measurement

Financial assets are initially recognised at fair value plus transaction costs for all assets not carried at fair value through profit or loss. Financial
assets carried at fair value through profit and loss are initially recognised at faire value and transaction costs are expensed in the income
statement.

Subsequently, available for sale financial assets and financial assets at fair value through profit and loss are remeasured at fair value. Loans
and receivables are carried at amortised cost using the effective interest method.

Realised and unrealised gains and losses arising from changes in the fair value of the financial assets at fair value through profit and loss
are included in the income statement for the year in which they arise. Changes in fair value of financial assets classified as available for sale
are recognised in equity. When available-for sale financial assets are sold or impaired, the accumulated changes in fair value recognised in
equity are included in the income statement.

Fair values

The fair values of quoted investments are based on current bid prices. The fair value of unquoted investments is determined by the market
value of similar investment, discounted cash flows, or using other pricing alternative. Available for sale investments that their market values
can't be determined are recorded at cost less impairment in value.

Impairment in value

The Group assess at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is
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impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline in the fair value of the security
below its cost is considered as an indicator that the securities are impaired. If any such evidence exists for available for sale financial assets,
the cumulative losses-measured as the difference between the acquisition cost and the current fair value, less any impairment losses on
that financial asset previously recognized in the profit or loss- is removed from equity and recognized in the income statement. Impairment
losses recognized in the income statement on equity instruments are not reversed through the income statement.

A specific provision for impairment of receivables is established when there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of receivables. The amount of specific provision is the difference between the asset’s carrying
amount and present value of the estimated cash flows, including the amounts recoverable from guarantees and collateral, discounted at the
effective interest rate. The amount of the provision is recognized in the income statement.

In addition, in accordance with the Central Bank of Kuwait instructions, a minimum general provision of 2% of all receivables net of certain
restricted categories of collateral, and not subject to specific provision, after disposal of some categories of guarantee that are under instruction
of Central Bank of Kuwait is provided.

(2-4) Cash and cash equivalents
Cash on hand, demand and time deposits with banks and financial institutions whose orginal maturities do not exceed three months, from
the date of placements are classified as cash and cash equivalents in the statement of cash flows.

(2-5) Intangible assets
Intangible assets comprise of computer software, leasehold rights for premises (Key money). Cost of computer software, which is expected
to have useful lives of more than one year, is carried at cost and amortized on a straight-line basis over their expected useful lives of 3 years.
All other software costs are charged to statement of income. Key money is amortized over the estimated useful lives.
The carrying amount of each intangible asset is reviewed annually. When there is an indication that an intangible asset may be impaired, it
is written down to its recoverable amount and the impairment loss is recognised in the statement of income.

(2-6) Property and equipment
Property and equipment are stated at historical cost less accumulated depreciation and impairment losses. Cost comprises of acquisition
costs and all directly attributable costs of bringing the assets to working condition for its intended use.
Depreciation is calculated on the straight-line basis over the estimated useful lives, which are as follows:

Year
Vehicles 1-3
Machinery & equipment 3
Furniture & fixtures 3

TiEocapyieg amndoant@spoopsrty and equipment are reviewed at each balance 3heet date to determine whether is any indication of impairment.
If any such indication exists these assets are written down to their recoverable amount and their impairment loss is recognised in the statement
of income.

(2-7) Murabahat and Wakalat Payables
These are financial liabilities created by Murabahat and Wakalat contract. \Wakalat payables are recognised initially at fair value, net of
transactions cost incurred. Murabahat and Wakalat payables are subsequently carried at its amortised cost. The difference between the
amount received of Wakalat payable and the amounts paid is recognized as finance cost using the effectively yield method.

(2-8) Provisions
Provisions are recognised when the Group has a present obligation arising from past events and the cost to settle the obligation are both
probable and can be reliably measured. And its expected that the Group’s resources will be used to settle that liability.

(2-9) End of service indemnity
The Group is liable under Kuwaiti labour law, to make payments to employees for post employment benefits under a defined benefit plan.
Such payment is made on a lump sum basis at the end of an employee’s service.
This liability is unfunded and has been computed as the amount payable as a result of involuntary termination of employees on the balance
sheet date. The Group estimates that this method will give a reliable approximation of the present value of this obligation.

Annual Report 2006

(2-10) Employees share ownership plan
The share option programme allows employees to acquire shares of the parent company. According to the requirements of IFRS (2) - “share
based payment”. The fair value of options granted is recognised as an employee expense with corresponding increase in equity. The fair
value is measured at grant date and spread over the period during which the employees become unconditionally entitled to the options. The
amount recognised as an expense is adjusted to reflect the actual number of share options that vest during each financial year.

(2-11) Accounting for Leases
Leases of property and equipment where the lessee assumes substantially all the benefits and risks of ownership are classified as finance
leases. Leases of assets under which the lessor effectively retains all the risks and benefits of ownership are classified as operating leases

Where the Group is the lessee
Payments made under operating leases are charged to the statement of income on a straight-line basis over the period of the lease.

Where the Group is the lessor

Finance leases are capitalised at the estimated present value of the underlying lease receipts. Each lease payment is allocated between
the asset and profit rate so as the produce a constant periodic profit on the balance of asset outstanding.

Assets leased out under operating leases are included in property and equipment. They are depreciated over their expected useful lives on
a basis consistent with similar assets.

(2-12) Revenues recognition
Musawama, murabaha and wakala income are recognized on a time proportionate basis using the effective rate of return based on the
outstanding balances.
Operating lease income is recognised on a straight-line basis over the lease term.
Dividends income is recognized when right to receive dividends is established.

(2-13) Foreign currencies
The Group’s functional currency is the Kuwaiti Dinar. Foreign currency transactions are translated at the exchange rates prevailing at the
date of the transaction. Monetary assets and liabilities balances denominated in foreign currencies are translated at the closing exchange
rates prevailing at balance sheet date. Resultant gains or losses are taken to the statement of income.

(2-14) Zakat
Amount subject to Zakat is calculated in accordance with Fatwa issued by the Sharea’ Supervisory Board for the Parent Company. The
shareholders pay Zakat imposed on their investments in the company, previously Zakat was deducted from the voluntary reserve and retained
earnings.

(3) Cash and cash equivalents

2006 2005
Cash at banks and financing institution 3,132,497 1,064,309
Cash on portfolio 798,768 216,021
Cash on hand 1,303 472
Bank overdrafts (34,667) (32,413)
Total 3,897,901 1,248,389
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(4) Investments at fair value through profit and loss (9) Share capital/ share premium

2006 2005
3 On 12 April 2006, the shareholders’ General Assembly approved the Parent Company’s financial statements for the year ended 31
Investment in quoted local shares 3,414,525 -
. December 2005. It also approved the proposal of the Board of Directors to increase the Parent Company’s share capital by issuing
Investment in unquoted local shares and funds 8,884,561 10,218,799
- - 3,010,000 shares with a nominal value of 100 fils and a share premium 1 fils with a total amount of KD 301,000 against the employees’
Investments in quoted foreign shares 902,677 .
; ; share ownership plan. Accordingly, the authorized and issued share capital is KD 30,401,000 comprising of 304,010,000 shares with 100
Investments in unquoted foreign funds 291,000 298,442
fils each and all the shares are cash shares.
Total 13,492,763 10,517,241

The paid up share capital is KD 30,401,000 as of 31 December 2006 (KD 30,082,970 comprising of 300,829,700 shares as of 31 December 2005).
The investments in unquoted shares amounting to KD 8,359,560 as of 31 December 2006 (KD 8,204,000 as of 31 December 2005) have

been valued according to the latest reports available from portfolio manager as at that date. (10) Reserves

Income statement includes unrealised gain result from revaluation of investments in local unquoted shares and funds amounted to KD 37,877

as at 31 December 2006.

(5) Receivables

Statutory reserve
As required by the Commercial Companies Law and the Parent Company’s Articles of Association, 10 % of the net profit for the year before
the contribution of Kuwait Foundation for the Advancement of Sciences and Board of Directors remuneration has been transferred to

statutory reserve. Distribution of the statutory reserve is limited to the amount required to enable the payment of a dividend of 5 % of paid

Tl EeEhE S 86,22080(:079 58;22?592 up share capital to be made in years when accumulated profits are not sufficient for the payment of a dividend of that amount. If the
Less: Deferred profit (13,663,336) (9,297,818) statutory reserve exceeds 50% of the parent company’s capital, the general assembly may use the excess over this limit in any aspects
Total 72,622,743 49,652,774 in the parent company and its shareholders’ favour.
Less: Provision for doubtful debts Welar s
- General (1.271,587) (965,804) In accordance with the Parent Company'’s Articles of Association, a specific percentage of net profit for the year - proposed by the Board
- Specific (883.901) (485.816) of Directors and approved by the shareholders - is transferred to voluntary reserve. The Board of Directors has proposed to deduct 10%
Total 70,467,255 48201154 of the net profit before KFAS share and BOD remuneration for the year ended 31 December 2006.
gy 0= STeCtSVEC Ricion TEcstvaDes y012.33 i) (11) Gains from investments at fair value through profit and loss
2006 2005
The trade receivables fair value approximates its book value as of 31 December 2006. Change in fair value 368035 785,956
(6) Other receivables Gain on sale AL 25
2006 2005 Dividends 26,121 2,639
Accrued revenue 59,622 36,828 Total 444,361 1,071,546
Prepaid expenses 40,888 43,142
Refundable 27,951 25,985 (12) Staff cost 2006 2005
Other debit balances 44,361 43,591 Salaries, wages and cash benefits 611,921 491,962
Total 172,822 149,546 Annual bonus 251,891 162,258
Indemnity and leave 79,200 109,218
(7) Murabahat and Wakalat payable Other 84,020 67,816
This item represents the amounts received from others to invest them as Wakalat investments with rights of self contracting for the Parent Total 1,027,032 831,254

Company.

The average effective yield rate on Murabaha and Wakalat is 9.04% as at 31 December 2006 (8.51% as at 31 December 2005).

(8) Creditors and other credit balances

(13) Earnings per share

Earnings per share are calculated on the basis of the net profit attributable to the shareholders and the weighted average number of

ordinary shares outstanding during the year as follows:

2006 2005 2006 2005
Payables 1,726,482 2,017,220 Net profit for the year 3,046,711 2,084,202
Accrued salaries & expenses 297,887 53,621 Weighted average number of shares outstanding (share) 302,297,765 300,639,004
Kuwait Foundation for Advancement of Science “KFAS” 27,896 18,928 Earnings per share (Fils) 10.08 6.93
Board of Directors’ Remuneration 25,000 =
Others 43,102 121,998
Total 2,120,367 2,211,767
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(14) Related parties transactions
Related parties are represented in the Parent company’s shareholders who have representatives in the Board of Directors, members of
the board of directors and senior management. In the normal course of business, and according to the approval of the Parent Company
management, some transactions with related parties took place during the year ended 31 December 2006, Balances and transactions

with related parties are represented in the following:

2006 2005
Trade receivables 226,173 189,798
Investment managed by main shareholder 11,981,085 10,517,718
Murabaha and wakala payable benefit head offices 21,736,525 20,544,256
Key Management benefits 550,232 430,908

All transactions with related parties transactions are subject to the approval of General Assembly of shareholders.

(15) Proposed dividend
The Board of Directors proposed a cash dividend of 7% which is 7 fils per share for the year ended 31 December 2006 (Nothing for the
year ended 31 December 2005).

(16) Financial risk management

In the ordinary course of the business, the Group used several kind of financial instruments. Information of financial risk and fair value
for the financial instruments is as follows:

Credit risk
Credit risk is the risk that one party to a financial instrument may fail to discharge an obligation and cause the other party to incur a financial
loss. Trade receivables represent the significant asset exposed to credit risk in the nature of the Group business. The Group manages
this risk by dealing with a large number of customers, setting up credit limits, and monitoring outstanding balances regularly. Exposure
to credit risk is managed through regular analysis of the balances of customers and their ability to meet their obligations, and by obtaining
appropriate collateral from corporate and individual customers as necessary.

Liquidity risk

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To limit this risk, management has arranged
diversified funding sources, manages assets with liquidity in mind, by keeping enough cash balance and highly liquidity items.

Liquidity risk as at 31 December 2006:

Till 3to6 6 months More than

A s 3 months months to 1 year 1to 3years 3years Total
Cash and cash equivalent 3,897,901 L - - 5 3,897,901
Investments at fair value through profit and loss L 2 - - 13,492,763 13,492,763
Receivables 5,667,844 4,440,022 20,731,930 29,887,836 9,739,623 70,467,255
Other receivables = 3 = - 172,822 172,822
Intangible assets = K - - 66,916 66,916
Property and equipment 2 - - = 61,929 61,929

9,565,745 4,440,022 20,731,930 29,887,836 23,534,053 88,159,586
Liabilities
Murabahat and wakalat - - - - 50,083,217 50,083,217
Creditors and other credit balances - - - - 2,120,367 2,120,367
Employees’ end of service indemnity - - - - 120,434 120,434

- o - - 52,324,018 52,324,018
Net liquidity gap 9,565,745 4,440,022 20,731,930 29,887,836 (28,789,965) 35,835,568
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Liquidity risk as at 31 December 2005 :

Till 3to 6 6 months More than

Assets 3 months months to 1 year 1to 3years 3years Total
Cash and cash equivalent 1,248,389 - - - - 1,248,389
Investments in murabahat and wakalat 3,004,712 - - - - 3,004,712
Investments at fair value through profit and loss - - - - 10,517,241 10,517,241
Receivables 3,599,728 3,056,067 14,269,785 20,571,793 6,703,781 48,201,154
Other receivables - - - - 149,546 149,546
Intangible assets - - - - 71,959 71,959
Property and equipment - - - - 102,676 102,676

7,852,829 3,056,067 14,269,785 20,571,793 17,545,203 63,295,677
Liabilities
Murabahat and wakalat 5 = = = 28,619,129 28,619,129
Creditors and other credit balances - S S = 2,211,767 2,211,767
Employees’ end of service indemnity 3 = = = 73,460 73,460

- - - - 30,904,356 30,904,356

Net liquidity gap 7,852,829 3,056,067 14,269,785 20,571,793 (13,359,153) 32,391,321
Market risk

Market risks are the risks that the value of a financial instrument will fluctuate as a result of changes in market prices. The financial
instruments that makes the Group subject to the market risks mainly represents in investments held for trading. The Group controls this
risks by diversified its investments and monitoring the market movements.

Rate of return risk
Rate of return risk arises due to changes in market rates. The financial assets which may expose the Group to rate of return risk are mainly
represented in cash equivalent, murabahat and wakalat receivables and trade receivables. The Group manages this risk by matching
between the reprising of the assets and liabilities.

Foreign currency risk

Currency risks are the risks of fluctuations in foreign exchange rates that may adversely affect the financial instruments. The Group is
not exposed to this risks because most of its transactions are in the local currency.

Fair values of financial assets and liabilities
Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable, willing parties in an arms
length transaction. It is implied in the fair value definition, that the Group will continue its operations as a going concern and there is no
intention or need for liquidation or downsizing operations or operate under in consistent conditions.
In the Group opinion, the fair value for financial assets (except the un-listed financial securities) and un-listed liabilities by the fair value in
the balance sheet date approximates their book values.
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(17) Significant accounting estimates and judgements (19) Segment reporting
In accordance with the accounting policies under IFRS adopted by the Group, management is required to make the following judgements The Group carries out its main activities in the State of Kuwait through two major segments:

and estimations, that may effect the carrying values of assets and liabilities.
As of 31 December 2006

Finance Investment Unallocated items Total
Judgements
Segment revenues 7,701,042 536,244 835,424 9,072,710
Classification of financial instruments Segment expenses (3,963,933) _ (2,062,066) (6,025,999)
Gro.up has to decide on éch|S|t|9n of a financial instrument .Whether it s.hould be classified a§ ce1.rr-|ed at fz.1|r value throu‘g.h profit and loss or Segment results 3,737,100 536,244 (1,226,642) 3,046,711
available for sale. In making that judgement the Group considers the primary purpose for which it is acquired and how it intends to manage
. . . - . . . Segment assets 74,365,156 13,492,763 301,667 88,159,586
and report its performance. Such judgement determines whether it is subsequently measured at cost or at fair value and if the changes in ———
fair value of instruments are reported in the income statement or directly in equity. Segment liabilities 50,083,217 i} 2,240,801 52,324,018
Evidence of impairment As of 31 December 2005 ) )
1 o L. i i i i . Finance Investment Unallocated items Total
When there is a significant or prolonged decline in the fair value of “available for sale investments”, the management uses estimations and
objective evidences to assess whether impairment exists. The determination of the impairment requires considerable judgement and involves Segment revenues 4,016,533 1,116,862 689,893 5,823,288
evaluating factors including industry and market conditions. Segment expenses (1,115,103) h (2,623,983) (8,739,086)
Segment results 2,901,430 1,116,862 (1,934,090) 2,084,202
SR cetainty . _ — I Segment assets 48,302,778 13,536,953 1,455,946 63,205,677
The Group determines assumptions relating to future. The outcomes of accounting estimation are nearly equal to the actual results. Estimations o
Segment liabilities 30,830,896 - 73,460 30,904,356

and assumptions that have material impact attributable to adjustments affecting the carrying values of the assets and liabilities during the

next financial year are as follows: |
(20) Employees share ownership plan

Fair value of unquoted equity investments The Board of Directors of the Parent Company approved an Employee Share Ownership Plan “the Plan”. Under the plan, the Company

Valuation techniques of unquoted equity investments is in which estimates are used representing the expected cash flows, discount rates, operates two schemes to reward the performance of the employees, namely a Share Purchase Scheme (SPS) and the Share Option Scheme
return trades, adjusted local market prices, credit risks, related cost and other valuation techniques leased by the practices generally. (SOS). Both schemes will be in force for a period of 10 years, and the total capital increase to meet the requirements of the schemes should
The Group calibrates the valuation techniques periodically and tests these for validity using either prices from observable current market not exceed 10% of the Parent Company’s Share capital.

transactions in the same instrument or other available observable market data. The subscription price is the book value for the share at the beginning of the financial year.

During the year ended 31 December 2006, the employees have subscribed in 3,180,297 shares (829,700 shares for the year ended 31
December 2005) shares according to this plan. The subscription price has been determined to be the nominal value of the share value 100
fils plus 1 fils share premium, which has been paid in cash by employees. The cost of implementing this plan is determined by the difference
between the fair value of the shares and its subscription price. The fair value of the share has been determined by 125 fils per share based
on a study prepared by a specialised independent company. Accordingly, the difference between the fair value of shares and the subscription
price amounted KD 76,496 for the year ended 31 December 2006 (KD 20,743 for the year ended 31 December 2005) that has been charged
to the income statement, as part of the staff cost item and shown as a separate line item in equity as “employee share ownership plan reserve”.

Impairment losses on finance receivable

The Group reviews non performing finance receivables on an ongoing basis to assess whether a provision for impairment should be recorded
in the income statement. In particular, considerable judgment by management is required in the estimation of the amount and timing of future
cash flows when determining the level of provisions required. Such estimates are necessarily based on assumptions about several factors
involving varying degrees of judgment and uncertainty, and actual results may differ resulting in future changes to such provisions.

(18) Geographical distribution of assets & liabilities

2006 2005 (21) Capital commitments
Assets Liabilities Assets Liabilities e anE
Kuwait 84602586 52324018 50729.235 30,904 356 Uncalled instalments to investment in Company’s share 169,647 -
G.C.C. 3,266,000 - 3,268,000 - ) i
1000 =% (22) Comparative figures
U.S.A. ) = ) -
| R i e B s Some comparative figures have been reclassified to conform to the current presentation of the financial statements as at 31 December 2006.
Total ,199, 1924, ,299, ,9U4,




