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“And whosoever fears of God and keeps his duty to
Him, He will make a way for him to get out (from every
difficulty), and He will provide him from (sources) he
never could imagine, and whosoever puts his trust in
God, then He will suffice him. Verily, God will accomplish

his purpose”.

Surah: 65, 2-3




H.H. Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah
Amir of the State of Kuwait

H.H. Sheikh Nawaf Al-Ahmad Al-Sabah H.H. Sheikh Naser Al-Mohammad Al-Sabah
Crown Prince of the State of Kuwait Prime Minister of the State of Kuwait
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The Board of Directors
Sokouk Holding Company K.S.C.C

The Company’'s Mission

We are committed to become a leading real estate investment group at
the regional level in terms of maximizing the wealth of our shareholders.
We always seek to do only whatever we can do best, following the best
professional practices. We identify and pursue the acquisition of projects
that give us competitive advantage, and expand our activities prudently and
carefully in such fields as would enable us to employ our skills in order to
gain added value for our companies by providing new products that would
serve to augment that value. We take pride in our commitment to the noble
values firmly rooted in our religion and deeply embedded in our heritage.

Mr. Fawaz Sulaiman Al-Ahmed

Chairman
T
Mr. Feras Fahed Al-Bahar Mr. Abdulrahman Abdullah Al-Kooheji
Vice Chairman Board Member
Mr. Ahmed Ghazi Al-Omani Mr. Abdulsamad Haji Mohamed

Board Member Board Member
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Chairman’s Statement

Mr. Fawaz Sulaiman Al-Ahmed
Chairman

Thanks be to Allah and prayer and peace be upon Allah’s Messenger.

It gives me a great honor, in the name of the Board of Directors, to present the annual report
and audited financial statements of Sokouk Holding Company, for the year 2007, the year that
witnessed a substantial progress by the company in setting up the infra-structure for implementing
the strategy it has more recently adopted. Today, Sokouk Holding Company and its subsidiary
and affiliate companies stand ready to go proceed with implementing its strategy of becoming a
major specialized real estate conglomerate at the regional level.

Investment Expansion and Increasing the Capital

Since 2004, Sokouk has been operating with a fully-paid up capital of KD 30 million. In view of the
expansion of its activities, it has now become a holding company that enjoys the support and blessing
of its shareholders, and against a background of local and regional challenges in many fields, mainly
in the real estate investment sector. In order to achieve further expansion that would only promote the
interests of the shareholders, the general assembly approved on 30 September 2007 the proposal
made by the Board of Directors to increase the capital to KD 100 million. The increase was fully
subscribed to by the existing shareholders during the period from 11 to 25 November 2007.
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The increase of the Sokouk’s capital to KD 100 million was prompted by several considerations,
mainly the following:

¢ To diversity the company’s investments by expanding its geographical reach and scope.

¢ To undertake local and foreign investments that would give the company a new regional dimension
through its subsidiary and affiliate companies.

e To capitalize on the steady growth of the real estate market and increasing the company’s market share.

e To acquire shares in effective companies that would help the company achieve its strategic objectives,
mainly to acquire a 25% interest in Munshaat Real Estate Projects Company, which is listed on the
Kuwait Stock Exchange and 15% in the Sokouk Exchange Center in the Kingdom of Bahrain.

e To maximize the returns on investment for the shareholders of the company and strengthen its
financial position.

We would like to tank our honorable shareholders for ensuring the success of the subscription to
the capital increase which was accomplished exclusively through our existing shareholders, which
is a clear indication of their determination to ensure the success of the management’s strategy of
developing and strengthening the company’s resources, expanding into new real estate markets,
increasing its ability to compete in markets that require huge capital funds and promoting its readiness
to seize suitable real estate investment opportunities.

It is worth mentioning that Sokouk Holding Company, through its subsidiary and affiiate companies,
works steadily toward establishing a fully integrated real estate conglomerate that would strengthen its
dominant position with regard to vital projects at the Arab and global levels. To this end, the company
acquired influencing shares in each of Munshaat Real Estate Projects and Company and MAS International
Company. Munshaat undertakes huge real estate development projects that match its real size in this
sector, while continuing to carry out a number of world-class projects at the regional and global levels.
Foremost among these projects are the Zamzam Tower Project, one of Mecca’s Towers in the project
of the King Abdulaziz Foundation in the holy city, and the Dar Al-Qiblah Project in Al-Madinah, which is
currently being constructed. These projects are implemented by using Sokouk utilization rights marketed
by MAS International Company through a smart and effective marketing scheme designed for this new
kind of Islamic securities in order to enable it to penetrate the world markets. Having acquired these
interests, Sokouk Holding Company now has leading real estate investment and marketing arms that led
to its forging strategic alliances with a number of leading real estate companies. We have every reason to
expect achievement of further growth and expansion for our group during the coming period.
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Strategic Focus

One of Sokouk Holding Company’s main aspects of strength is its ability to identify future
trends and improve its strategy in order to seize new opportunities, while distancing itself
from undertaking activities in saturated markets where development has already peaked out.
Over the past year, the company has focused on developing its new strategy by conducting
a self-analysis process and undertaking a complete revision of its plans and operations, in
participation with its main shareholders. The results of that process provided the platform for
the company’s subsequent expansion drive that aims to acquire shares in companies which
enjoy specific experience and steady growth in the local and regional markets in the field of
acquiring new projects at the regional levels.

Today, the company focuses on rapidly growing sectors and avoid involvement with slow growing
sectors. As we continue to pursue our new objectives, we will focus on the emerging markets

of the region as part of a geographical drive that covers the Gulf region and areas in North and R t f th
Central Africa and South East Asia, while keeping an eye on attractive opportunities in Southern e p O P 0 e
Executive Management

and Eastern Europe on the medium term.

Financial Performance

The financial performance in the year ended 31 December 2007 reflects the present stage of the
company as was experienced during 2007. Net profit amounted to KD 6.2 million, compared to
KD 8.5 million for the previous year. This is due to the fact that capital increase was not benefited
from during the year, for it was paid in full at the end of 2007, and the clear impact was a
doubling of the assets of the company and shareholders’ equity. Total assets stood at KD 173
million on 31 December 2007 against KD 83 million at the end of 2006, with an increase of 109%,
and shareholders’ equity increased by 196.5%, from KD 45 million in 2006 to KD 134 million
at the end of 2007. Earnings per share reached to 14.06 Fils compared to 23.52 Fils in 2006.
We are confident that the company is capable of optimizing its financial performance during the
coming years.

In conclusion, and in the name of the board of directors, | would like to thank our partners,
shareholders, customers and employees for their continued support and trust, and look forward
to meet the challenges and reap the results of our success in the year 2008, if Allah wills.
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Report of the Executive Management Development of the
Financial Performance Company's Assets ,
Vil whed Iﬂl“—l.i..

The financial performance in the year ended 31 December 2007 reflects the present stage of the Assets grew by 109% during 2007, and stood at KD 173 million at the end of the year. The company’s
company as was experienced during 2007. Net profit amounted to KD 6,152,436 and total assets policy in diversifying and increasing its investments, both direct and indirect, have had a market effect on
stood at KD 173,008,523 compared to KD 82,700,692 as at 31 December 2006, with an increase the structure of its assets. For example, investments in Sokouk utilization rights accounted for 4% of total
of 109%. Shareholders’ equity rose by 196.5%, from KD 45,197,138 in 2006 to KD 134,035,103 assets during 2007 against 38% in 2006. The company made short and medium term investments in the
at the end of 2007. Earnings per share 14.06 Fils compared to 23.52 Fils in 2006. form of investment morabaha deals for KD 23 million in 2007, representing 13% of total assets during the

year, compared to 3% in 2006, while direct investments in affiliate companies increased to form a bigger
portion of the company’s assets in line with the company’s new strategy of relying on steady-growth
companies which will play a major role in achieving the company’s future objectives. The increase in
the assets was mainly financed by increasing the company'’s capital during the year in order to achieve
its goal of maximizing the return on investment for its shareholders. This policy seeks to minimize risk
exposure and ensuring that financing decisions are taken strictly within an optimum funding structure
that regulates the shareholders’ wealth and reduces the cost of capital. For this purpose the company

takes into consideration the relationship between the risk profile and the expected rise in the share price
in all its financing decisions.
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Report of the Executive Management
Development of the Shareholders’ Equity

Shareholders’ equity rose by 196.5% from KD 45,197,138 in 2006 to KD 134,035,103 in 2007.
This is mainly attributed to a 233.33% increase in capital, for the company raised its capital from
KD 30 million to KD 100 million during the year, in addition to a premium that totaled KD 17.5
million. The shareholders’ equity was negatively impacted by certain variables, for the amount of
the negative change in the foreign currency value of investments available for sale amounted to
KD 166,810 and that of the change in the fair value was KD 1,047,661.
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Development of the Company’s
Internal Network

Sokouk Holding Company seeks to build up and modernize its internal system and structure in
order to be able to face challenges and achieve time savings in completing assignments and
realizing its objectives through a strong structure of human, technical and managerial resources
that would enable it to do so.

Human Resource Development

To enrich the company with talented and experienced human resources in various fields,
particularly in the field of investment and collection, and with skilled technical, financial, accounting
and legal resources that eventually had a very positive effect on its performance in the various
specializations and activities, thereby building up an effective multi-discipline and integrated team
which has become the company’s most valuable resource.

Developing the Information Technology Systems

This was achieved by identifying the internal procedures, controls and processes of the IT
Department, developing the infra-structure for the infranet, upgrading the accounting systems,
sale regulations and linking them to the infranet.

Sharia and Legal Control of Transactions

Al-Raya Sharia Advisory Company performs the functions of Sharia supervisor and appointing
a Sharia supervision panel for the company. The following distinguished persons have been
appointed as members of the panel:

¢ Dr. Khaled Al-Mathkour
e Dr. Abdul Aziz Al-Qassar
¢ Dr. Essa Zaki

¢ Dr Anwar Shuaib

The panel carries on its duties by supervising the works of the company and providing Sharia
advice. The office of Mishari Al-Ghazali Consulting and Legal Office is retained for providing legal
advice for all legal aspects of the company’s activities and deals. In view of the expansion of the
company’s activities, the work team is supported by a legal advisor whose duty is to follow up
the finalizing of urgent matters, coordinating with the law offices and the Sharia Supervision Panel
and following up the procedural aspects of the company’s dealings.
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Report of the Executive Management Sokouk Holding Cormpany’s
Development of the Company’s Internal Network Subsidiaries and Affiliates

Internal Control and Audit

Howarth Al-Mohanna Office undertakes the internal audit and control functions of the company,
and provides recommendations on the various procedures in order to ensure a smooth and
proper progress of the financial operations on sound financial and legal bases, control the quick
performance of administrative formalities, after reviewing all the by-laws and regulations and
comparing them against the work applications. The company’s Internal Follow up and Control
Department follows up the implementation of the Office’s recommendations.

External Control and Audit

The external auditors of the company are Al-Bazie and partners and Al-Waha External Audit
Bureau, who are in charge of conducting the external audit functions preparing the data and
financial reports.

Developing the Financial and Accounting Systems

The company has sought to develop its financial and accounting system with a view to ensure
the integrity and accuracy of financial transactions related to Sales, collection, preparation of
the balance sheets and accounting processes. An automated accounting system is used for
financial management. This system is currently being linked to the collection and operations
management system.

eylac) doan

SOKOUK REAL ESTATE

Sokouk Real Estate Company KCSC was established in June 2006 with a capital of KD 5 million.
Sokouk Holding Company is the major shareholder. The company’s vision is to attain leadership
and specialization in high quality real estate projects in order to achieve added value for its
investors and employees. It undertakes direct investments in present and future projects of the
Group in order to achieve capital returns through restructuring them and offering them investors
in the secondary market. The company trades in freehold real estates, develops and manages
real estate investment portfolios and funds that are Sharia compliant and consistent with its
articles of association.
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Gulf Money House Company Gull Money House Co.

Established in March 2006, with a capital of KD 250,000, this is a Kuwaiti limited liability company
in which Sokouk Holding Company is the major partner. Gulf Money House Company’s main
objective is to manage fund collections related to the credit sales of the portfolios owned by
Sokouk Holding Company Group companies and other portfolios in the future in a step that
the company is preparing for. The company develops collection systems and provides quality
services in internal and external operations in order to cover the needs of investment and real
estate companies in the areas of its operation.
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Salmiya Hotel - One of Gulf Development House’s Projects
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Gulf Development House e s L

A Kuwaiti closed shareholding company with an authorized capital of KD 6 million of which KD
3million is paid up, Gulf Development House is 75% owned by Sokouk Holding Company, and is
Sokouk’s major arm for specialized real estate development business, in addition to real estate
investment and trading projects, and managing real estate investment funds and portfolios.
Gulf Development House is active in various real estate-related activities such as acquisition,
development and sale or real estates in Kuwait. The company is currently building the Salmiya
Hotel on an area 6000 square meters in Salmiya at the intersection of the Fahaheel Expressway
and the Fourth Ring Road, which is a prime location very important for all the districts of Kuwait.
The building will have a total floor area of 69,000 square meters covering the complete range of
hotel services. The Hotel, whose estimated cost is around KD 36 million, will provide all services,
restaurants, multi-purpose halls, a spacious banqueting and wedding ceremonies hall, a health
and fitness club which will be managed by a specialized operator, a superb swimming pool of
exquisite design, and other amenities, and will yield a good return on investment. The hotel will
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consist of 24 floors, including 3 basement floors, a ground floor, two mezzanine floors, and 18
floors of guest rooms. There will be more than 300 rooms, ranging from studios to hotel suits.
The project will provide a parking area for 200 cars for the hotel guests.

The building of the project skeleton structure is almost completed now within the present, Phase
2, of the project. Many different works have already been awarded to specialized contractors
in Kuwait, and special attention is being given to ensuring that the best is achieved in terms of
design and quality. To this end, a world-famous hotel designer has been retained to develop the
internal designs. At the end of 2007, the company signed a contract with Five Continents, the
exclusive agents of Wyndham Corporation, one of the world’s five largest hotel management
chains, in order to manage the hotel for a period of ten years as a first class hotel. The project
building, furnishing and operation as a four-star hotel is expected to be completed during the
second half of 2009 and will operate under the name Ramada Plaza.

Dar Al-Qibla, Madina - One of Munshaat Real Estate Projects Company K.C.S.C.’s Projects

i Lk ey
Mushaat Real Estate Projects Company K.C.S.C. Aeolos ans

Munshaat Real Estate Projects Company K.C.S.C. was established on 8 April 2003 with a capital
of KD 28 million as at 31 December 2007. Sokouk Holding Company, Aref Investment Group
and International Leasing and Investment Company are is major shareholders.

Munshaat’s activity focuses on the local and international real estate sector. The company
undertakes the development and management of real estate products and projects in an
unconventional and professional manner, enabling it to occupy a prominent position in the field
of real estate and investment through use of the best unconventional investment tools compliant
with the provisions of the Sharia. Sokouk Holding Company owns 25% of the shares of Munshaat
which is Sokouk’s most important investment made during the year 2007.
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The Company’s Projects

1- Zamzam Tower in Makkah

Project operation: The project operation during the month of Ramadan

1427 AH (September 2006) for 24 Higera years under the
management by the international company ACCOR which
is specialized in hotel management and operation.
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Units of the project: The tower consists of 33 floors and contains 1314 residential

units of the following categories: studio, mini-suite, large
suite 1, large suite 2, Amiri suite and Royal suite, most of
which overlooks the Holy Mosque of Mecca.

i
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Bakkah Tower, Makkah - One of Munshaat Real Estate Projects Company K.C.S.C.'s Projects

Benefiting from the tower units:  According to the Sokouk utilization rights system.

Activity of the Company

Munshaat's Real Estate Projects Company's activity focuses on the local and international
real estate sector. The company undertakes the development and management of real estate
products and projects in an unconventional and professional manner and in unconventional
markets, through use of the best unconventional investment tools compliant with the provisions
of the Sharia. This has positioned Munshaat, over the short period since its establishment, as a
leader among global companies that operate according to the Sharia.

Munshaat creates and manages real estate investment funds, provides advisory services to real
estate projects, supervises project construction and development, establishes local and regional
companies that serve the objectives and strategic plans of the company in order to achieve
the desired degree of investment integration and diversification, acquires shares in real estate

companies and participates in investment projects through B.O.T. arrangements.

Munshaat possesses a growing wealth of cumulative experience in innovating and developing

value-added investment tools and products, thereby qualifying to occupy a leading position in the
field of real estate and investment.
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2- Dar Al-Qibla in Madina

Location:

The value of the investment:

Project operation:

Units of the project:

3- Bakkah Tower, Makkah

Location:

The value of the investment:

Project operation:

Units of the project:

Madina, Kingdom of Saudi Arabia, 150 meters from the
Prophet’s Holy Mosque. The project was concluded as a
BOT project for period of 24 Hijri years.

US $ 180 million.

The project operation is expected to start in 1430 AH, the
beginning of 2009 AD. The project will be managed and
operated by an international company specialized in hotel
management and operation, for a period of 20 Hijri years.

The project consists of 835 residential units. It is designed in
according to an architectural style that matches the location
and the holy city of Madina. The suites and furniture have
five-star quality furniture. The Dar Al-Qibla project contains
more than 170 shops on the first floor and 162 shops on the
mezzanine floor.

Makkah, Kingdom of Saudi Arabia, directly overlooking the
squares of the Holy Makkah Mosque, at a distance of 50
meters from the King Abdulaziz Gate.

US $ 86 million.

The project operation is expected to start in 1430 AH,
corresponding to 2009 AD. Management will be entrusted
by world-class company specialized in hotel management
and operation for twenty Hijri years.

The project consists of 230 residential units.
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4- “Al-Mehrab Tower” Company, REIT
Munshaat owns about 17% of its shares.

Al-Mehrab Company REIT owns Al-Mehrab Tower, one of Al-Safwa residential and commercial
project towers.

Location: Makkah, Kingdom of Saudi Arabia, directly overlooking the
squares of the Holy Makkah Mosque, at a distance of 50
meters from the King Abdulaziz Gate.

The value of the investment: US $ 93 million.

Project operation: The project operation is expected to start in 1430 AH,
corresponding to 2009 AD. Management will be entrusted
by world-class company specialized in hotel management
and operation for twenty Higera years.

Units of the project: The project consists of 496 residential units.
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Main Activities and Objectives

Marketing of all real estate services and solutions.

Projects and Achievements of MAS International Company during the Current
Period:

1- Zamzam Grand Suites, Makkah

MAS current markets and sells Sokouk utilization rights for Zamzam Tower in Makkah, one of Al-
Beit Towers. The tower overlooks the Holy Mosque in Makkah and has five different classes of
hotel suits that sit all tastes and needs. It has 1314 hotel suits in 33 floors.
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Zamzam Grand Suites, Makkah - One of MAS International Company’s Projects
i 7 MAS
wln.
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Mas International Co.
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MAS International Company is a Kuwaiti company is a Kuwaiti limited liability company established
in 2003 with a capital of KD 450,000 which has been increased in several stages to stand now at
KD 3 million through a strategic alliance between Munshaat Real Estate Projects Company (60%)
and Sokouk Holding Company (40%). MAS specializes in providing innovative high quality real
estate marketing services, focusing on the sale and management of sokooks (Islamic securities).
It is the marketing arm for the Sokouk utilization rights for many major projects whose marketing is
undertaken by the company for a specific number of years.
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The center is an Islamic investment bank established in the Kingdom of Bahrain with an authorized
capital of US Dollars 500 million, of which US$ 200 million is paid up. Sokouk Holding Company
holds 15% of the company’s shares. It is the region’s largest investment bank specializing in dealing
in Sokouk, and is the result of a strategic alliance among International Leasing and Investment
Companies, Aref Investment Group, Kuwait Investment Company, Islamic Development Bank and
Qatar Islamic Bank). It specializes in the financial markets through the issuing of Islamic capital
instruments, mainly Sokouk utilization rights, which is a benefit and direct investment tool. As
such, it creates new markets at the regional and global levels. The establishment of Center was
approved by the Central Bank of Bahrain in October 2006 and all the establishment formalities
were completed and actual operation as an Islamic investment bank started in June 2007.

32

Qitaf Pan GCC Real Estate Company is a special purpose company that was established in the
Cayman Islands for the purpose of real estate investment in the GCC countries, acting through
various sectors in the field of real estate development.

Established with a capital of US $ 100 million for the purpose of investing in a diversified real
estate portfolio focusing on the GCC countries, the company is supported by a specialized
team of real estate investment professionals. Qitaf Pan GCC Real Estate Company succeeded
in obtaining a number of vital real estate projects in the GCC countries during a record short
time. These projects provide an excellent opportunity to develop the company’s capital and are
associated with a number of high quality income-generating opportunities and projects.
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Board Report

SOKOUK INVESTMENT ADVISORY

SIF
Sokouk Investment Advisory Company

Sokouk Investment Advisory Company’s main activity is to provide advisory services to Sokouk
Holding Company and its subsidiary companies.

A wholly-owned subsidiary of Sokouk Holding Company, it receives full support and back-office
services from the strength and resources of Sokouk Holding Company and its Group. Sokouk
Investment Advisory Company was established in January 2006 as a limited liability company
under the laws of the Cayman Islands, with a capital of US$ 50,000.
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The Sharia Report of Sokouk Holding Company

In the name of Allah the mercifil,

We, Al Raya Int'l Consulting & Training, confirm that we have verified all applied
principles and relevant contracts pertsining to all wransactions carvied out by Sokouk
Holding Compary for the financial year ending in 21/122007. We have performed all
relevant assessments and given the appropriate guidance to ensure whether or not the
comparny's sctivities comply with the Sharia principles, and which also eliminate the
Company from participating in all Non-Sharia sctivities and profits.

Threugh our Sharla Management, we have revised the Company’s transactions, by
reviewing both the contracts and the procedures being implemented.

Al Raya Int's Consulting & Training conclodes the following:

1. All wansactions and business matiers executed by the company during the
financial year ending in 31/122007 have been conducted in accordance with the
Sharia principles.

Profit distributions and sustained losses in investment accounts adhere to the
Sharia Principles.

We would ke to indicated that the Company does not implement Zakat paymenis
on its shares, the Zakat is to be borme by the shareholders and the owners.

‘We seize this opportunity to express our gratitude and appreciation to the Company's
Management for its collaboration and compliance with Al Raya Int'l Consulting and
Training and it Sharia Management, and also, we would like 1o express our high regards
i all the Company’s sharcholders and clientele.

Regards,

e

Dr. Abdul Aziz Khalifa Al Qassar

Chairman of the Sharia Committee
=
ﬁéZL
Dir. r Shuaib Al-AbdullSalam

Dir. Tezn Faki Tsea
Shatra Committee Member Shaira Cownmitiee Member
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Kxzrwait - Al Mingah - Al-Sour Street - Jassam Al Asfour Tower - Pth Floor - Tek 2960555 - Faoc 2960556
Farvuall: alrayaoorsabiant@yahon com .
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The Sharcholders

Sokouk Holding Company

Kuwaiti Shareholding Company (Holding)
State of Kuwail

financial
We have sudited the accompanying consolidated financial statements of Sokouk Holding Company - Kuwaiti
Shareholding Company (Holding) (the Parent Company) and subsidiaries (the Group), which comprise the
consolidated balance sheel as at December 31, 2007, and the consobdated statement of mcome, statement of
changes in equity and siatement of cash flows for the year then ended and a summary of significant accounting
policies and other explanatory nodes.

We did not audit the financial statement of the associate Munshaal Real Estate Projects Co, K.5.C (Closed). The
investment in the associale and the share of results from that associate constitute 26.98% and 1.25 % of the
respeclive consolidated assels and revenues. The fnancial slalements of the above menfioned associale for the
year ended December 31, 2007 were audited by other auditors and our opinion in so far as it refates to the

amounts included in the consolidated financial statements related o this associale is based solely on the repon
of the other auditors.

Ma rif's sibility for the financial statements

Management is responsible for the preperaion and fair presentation of these consolidated financial statements in
accordance with Inlernaional Financial Reporting Standards. This responsibility includes: designing,
implemenfing and maintaining infemal control relevant fo the preparation and fawr presentation of financial
slalements that are free of material misstalement, whether due to fraud or emor; selecting and applying
approprizie accounting policies; and making accounting esfimates that are reasonable in the circumstances.

Auditors' responsibility
Our responsibility i o express an opinion on these consolidated fnancial stalements based on our sudit. We

conducied our audil in accordance with Inlermafional Standards on Auditing. Those standards requive thal we
comply with ethical requirements and plan and perform the audil ko obfain reasonable assurance whether the
consolidated financial statements are free from material misstalement.

An sudit involves perdorming procedures 1o oblain audit evidence about the amownts and disclosures in the
consolidated financial statements. The procedures selecled depend on the auditors judgment, inclding the
assassment of the risks of material misstatement of the consoldated financial statements, whether due to fraud
or emor. In meking those risk assessments, the audilor considers internal control relevant 1o the entity's
preparation and fair presentalion of the consolidated financial statements in ceder to design audit procedures that
are approprizgie in the circumstances, but nol for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evalualing the appropristeness of accounting policies used and
the reasonablensss of accounting estimales made by management, as well as evaluating the overall
presemation of the consolideled financial slatemeants.

We believe thal the audil evidence we have oblained, and the repon of other awditors, is sufficient and
appropriate fo provide a basis for our audit opinion of the consolidated financial statements,
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Albazie & Co.

Mamber of RSM Inlzmational

AL-WAHA
AUDITING OFFICE w
ALl OWAID RUKHAEYES

Opinion

In our opinion and based on the report of ather auditors, the consolidated financial statements present fairly, in all
material respects, the financial position of Sokouk Holding Company - Kuwaili Shareholding Company (Holding)
as of December 31, 2007, and of its financial perfformance and its cash flows for the year then ended in
accordance with Inlemational Financial Reporting Standards.

Also in our opinion, the consolidated financial statements include the disclosunes required by the Commercial
Companies Law and the Parent Company’s Articles of Association, and we oblained the informalion we required
o perform our awds. In addifion, proper books of account have been kepd, physical siockiaking was carmed oul in
accordance with recognized practice, and the accounfing information given in the Directors Repordt is in
agreement with the Parent Company’s books. According fo the information available to us, there were no
contraventions during the year ended December 31, 2007 of eiher the Commearcial Companies Law or of the
Parent Company’s Articles of Association which might have materially affected the Group's financial position or
resulls of itz operations,

. ua
Licence Mo, 33-A
Member of the International Group Albazie & Co.
of Accounting Firms Member of RSM Intemational
State of Kuwait
February 19, 2008
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SOKOUK HOLDING COMPANY - KUWAIT| SHAREHOLDING COMPANY [HOLDING) AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
DECEMBER 31, 2007
{All amounts are in Kuwaiti Dinars)

ASSETS

Cash on hand and at banks
Inesbments al air valss theough income stalement
Accounts receivablie and ofher debit balances
Sokouk ullization nghts
Due from related parties
Inrvesiments in Murabaha
Inwecstmeants in Wakala
Irvesiment in associales
Irrvestmsnt i joint wenbunes
Imvestments avalable for sale
Advance payment for pirchase of investments
Investment properties
Project under construction
Propery and equipment
Key Money
Goodwill

Total assets

LIABILITIES AND EQUITY

Liabiliies:
Accounts payabie and other credit balances
Due to related parties
Murabaha payable
Prowisicn for end of senvice indemnity
Todal liabdilies
Equity:
Capital
Shara premium
Statutory resenve
Voluntary resene
Foreign curmancy franslation adustments
Cumulative changes in tair value
Rataingd ¢amings
Total equity attributable to parent company's
sharshoiders
Minority :
Total equity
Talsl Eabilities and equity

O = G Ln de el

10

12
13
14
15

18

17
18

2007 2005
1,524,732 3,485,760
13,075,514 .
13,081 605 14,184 081
7,254,200 1 550,632
14,640,812 3,755,702
23,000,000 2,085,250
2261938 9267
2,316,345 3371310
#3414 15,111,905
4472,707 4,080,125
- 492 958
- 2,005,858
- 1,335,000
109,028 88,273
10,500 16,500
128,000 188,000
173,008,523 82700 662
725,764 B&0 905
11,635 608 16,535,550
25,673,758 19,511,358
£9 38
36,104,392 36,647,681
100,000,500 0,000,000
17,500,000 -
2,729,108 1,583,017
2,228.106 1,583,007
(1,047 651) =
(166,810} .
13,291,362 12,011,104
134,035,103 45,197,138
BE3,028 855,873
134,904,131 46,053,011
173,008,523 82,700,682

1) 1o (36) form an integral part of the consolidated financial

Fawaz S|AARmed
Chagirman
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Firas F.
Vice Chairman
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SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF INCOME g8l =5gEsles 35k
FOR THE YEAR ENDED DECEMBER 31, 2007 3= 3 GEEZ gg.g §
(All amounts are in Kuwaiti Dinars) g TR k!
ws 207 s ﬂg%% ag‘ﬁ‘gg‘gl
Operaling reverue v} 29,795,591 5,960,561 -
Operating cost 2 (3B2ATT)  (52454.737) 4=
Gross profit 6,173,414 3,505,524 E‘ iggg a Eggg %g g
Other operating income 2 2354229 4,330,673 Eaa R A S
A
E and charges:
ocetcksed sciuiickalve 25 1,543,499 1,199,335 28 2 g 3 E
Depraciation and amortization 48,063 35,187 i 52 5 [-2¥ K- @
1,591,562 1,234 522 = F e
Operating profit 6,936,081 6,602 175 E
Gain on sake of investment in subsidiary : 1,887,089 5 s g |8 g
investments income % 93,894 519,053 g B EJE.fE 8 E
Share of results from associates 10 569,104 371,330 g B - - E
Share of results from joint venbures 1 (98,650) 78,202
Gain from investments in Murabaha 83,010 48,208 - == |.-.~ 2
Gain from investments in Wakala 82,986 - ?Egi g g . =
Gain on sale of investiment property 13 200,065 - = C 2 2 C E
Finance charges (1,854,241) (685,180) E
Foreign currency exchange gain (loss) 534,139 {43,204) 5 5
Profit for the year befors contribufion o Zakat, Kuwait ¥ 5|2 | o £
Foundation for the Advancement of Sclences , National g = g 3.8 g - -
Labor Support Tax and Board of Directors’ remuneration 6,466,368 9,076,764 L i £
Contribution 1o Kuwait Foundation for the Advancement of - T :
Sciences 28 . ) = & |-
National Labor Support Tax 2 (148,449) (355,917) = §§|§ g ‘g 3 il =
Board of Directors remuneration 30 {60,000 (60,000) 3 = =
Net proit for the year 5,257,939 8,599,830 § g
Attributable to JE ggl ‘ %lgl g
Parent company's shareholders 6,152,436 5,529,258 b ﬁ = =
Minoriy interest 105,503 70,572 =
Net profit for the year 6,257,939 8,509,830 %gﬁ g‘g ‘g g 1§| %
Fils Fis - e B ch By 2
Eamings per share attributable o the parent company's §§§ g “
shareholders 3 14.06 2352 ¥3§§
=
The accompanying notes (1) b (38) form an integral part of the consolidated financial statements EEEE 3 ,Ei ;‘
=X E - E
m'ﬁ% ﬁ - g E . E p
£ U = = . R
EEE s ga%ﬁ%;ii;
"ﬁ}l_f F- H‘E u%ﬁ & _én %
33~ ¢
Zw i% g=4ip BE & !
§58= SN
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SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS CONSOLIDATED STATEMENT OF CASH FLOWS (CONTD.)
FOR THE YEAR ENDED DECEMBER 31, 2007 FOR THE YEAR EMDED DECEMEBER 31, 2007
(&Il amounts are in Kuwai§i Dinars) (Al armaunts ane in Kl Dinars)
2007 2008 o 2008
Cash flows from operating activitios:
Frodl for the year bedore condribution fo Zakal, KFAS, NLST and Board of Cash flows from financing activities:
Drrscdors' remiuneration 6,466,368 8,075,754 Proceeds from rights isue §7,500,000 .
Adjustments for: Proceeds from murabaha payables 3,536,553 18,758,720
Depreciation and amoriization 48,063 35,187 Finance charges paid (360,044) (885, 180)
Gain on saks of investment in subsidiary . (1,867,089 Cash dividend paid (3,600,000) .
'mﬂﬂm o m gﬁgﬁi Cash dividend paid (subsidiary) (92.348) -
Group's share of results from joint venbures and elimination of proS on Natcouh genereted from nanchg aciviies 904101 \TRTZ549
intercompany transactions 2,152,554 (578,202) Met (decreasa) increase in cash on hand and at banks (1,941,028) 1,954,187
gmmm:m m (48.209) C:ash on hand and at banks at the beginning of the year 3,465,760 1511573
Gain on m"'ﬁ“r'“'h Wekalo I (200,065) ) Cash on hand and at banks at the end of the year S24.732 3,465,760
Finance charges 1,854,241 828,180
Frovision for end of senvice indemnity 33,976 114
9,726,203 &éﬂz The accompanying notes (1) to (36) forn an integral part of the consolidated financial stalements
Changes in operating assets and abilifies:
Sokouk utilization rights 24,366,432 12844 615
Accounts receivable and other debit balances 1,102,456 19,371,283
Due from related parties (10,247 817) (2.465,807)
Accounts payable and other credit balances G046, 445 114,960
Due 1o related parties (4,209,117) (34,569,523}
Cash generaled from operations 21,344,603 1,286,800
Payment of KFAS (64,817) {51,964)
Payment of NLST (225,155) (130,762)
Payment for end of service indemnity {24,562} [£5,775)
Met cash generaled from cperating activiies 21,030,069 1,768,299
Cash flows from investing activities:
Met paid for investments in Murabaha (20,894,720) 2.085,250)
Net paid for investments In Wakala {2,000,000) (219,267)
Zain from investmant in Murabaha recaved - 46754
Paid for purchase of investments at fair value through income siatement (13,000,000) -
Paid for purchase of investments available for sale (362,143 {5.175,951)
Proceeds from sale of investments available for sal 131,132 3451438
Paid for purchase of investment in associates (58,797,662) {3,000,000)
Paid for purchase of invesiment in joind venture (18,500,000) (15,150,600)
Paid for purchase of investment in subsidiary . (2,600,000)
Procesds from sale of investment in subsidiary * 7,300,000
Paid for acquisiion of investment properies . (1,164,500)
Proceeds from sale of investmend properties 2,205,953 .
Advance payments for purchase of invesiments 5 (352,588
Paid for project under construction - (17,950)
Proceads from sale of project under construction 1,335,000 1,165,000
Paid for purchase of property and equipment (52,818) {53,337)

Nt cash used in investing acthities (109,955,258) (17 706,561}
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SOHOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES

SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTES TO CONSOLIDATED FINAMCIAL STATEMENTS

DECEMBER 31, 2007 DECEMEER 31, 2007
(&Il amounts ane in Kuwaiti Dinars) (Al amounts ane in Kuwaili Dinars)
1. Ingomporation and activities The Group's number of employees is 33 employees as al Decamber 31,2007 (2006 - 26 employees).

Sokouk Holding Company - Kuwaiti Shareholding Company (Holding) “the pareni company”, (previously
known as Sokouk Real Estate Development Company — Kuwaitl Shareholding Company (Closed) and prior
before as Al-Wasta Real Estale Development Company - Kuwaili Shareholding Company (Closed)), is
registered in the State of Kuwait and was incorporated and authenticated at the Ministry of Justice — Real
Estate Registration and Authentication Department under Ref, No, 1908Volume 1 on August 23, 1958 and
registered on commercial register under Ref. No. 74323 dated Augusi 29, 1998,

According o the memorandum issued by the Ministry of Commerce and Industry under Ref. No. 259/2005
dated August 23, 2005 and based on the extraordinary General Assembly held on August 28, 2005, it was
approved and recorded in the commercial register the following:

1. Amending the 2% item of the article of incorporation and the first item of the company's aricle of
gssociation o become as follows:

The company's name is: Sokouk Holding Company — Kuwaifi Shareholding Company (Holding).

2. Amending the 5% lem of the articke of incorporation and the 4% lem of articke of association atirbutable
to main activifies of the company would be as follows:

1. Owmership of shares of Kuwaili or foreign shareholding companies or units in Kuwaiti or foreign
limited liability companées, or establishing, managing, financing and sponsoning such companies.

2 Financing and sponsoring entities in which the Company has an ownership intarest of not less
than 20% of those enfities.

3 Owning industrial rights such as patents, industrial irademarks, sponsaring foreign companies or
any other related industrial ights and leasing such rights for the benefit of companies inside or
outsida the State of Kuwait.

4. Cramership of movable assels or real estates required to pursue the Company's aciivities within
the limits acceptable by law.

5 Utilizing available surplus furds by investing these funds in porifiolios managed by specialized
parties.

The Company shall have the right to have an interest or lo take part In any manner with the authorities that
practice similar operations, or thal may help the Company fo achieve its objectives inside and outside
Kuwail. The Company shall also acquire these authorities or merge them with the Company. The objectives
for which the Company was established shal be practiced according to Istamic Sharfa, and the Company
shall nod analyze the above objectives as it allows the Company directly or indirectly fo deal in usury in the
form of interest or any other fomm,

The parent company’s registered address is P.O. Box 20110 Safat - Postal code 13152 - State of Kuwail.
The parent company was listed on Kuwail Stock Exchange on Decamber 27, 2005.
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The consclidated financial statements were authorized for issue by the Board of Director's on Februany 19,

2008. The shareholders’ General Assembly has the power lo amend the consolidated financial statements
afler issuance,

2. Significant ing polic

The accompanying consolidated financial statements have been prepared in accordance with the
Intemational Financial Reporting Standards issued by the Infemational Accounting Siandands Board
(IASE). Significant accounting policies are summarized as follows:

a) Basis of preparation

The consolidated financial statements are presented in Kuwaiti Dinars and ane prepared under
the historical cost convention, except that investments at fair value through income statement,
cefain invesimenls available for sale and investment properties staled at thedr fair value. The
accounting policies applied by the Group are consistent with those used in the previous year ,

The preparation of consolidated financial statements in conformity with International Financial
Reporting Standards requires management to make judgments, estimates and assumptions in
the process of applying the Group's accounfing policies. Significant accounting judgments,
estimates and assumptions ane disclosed in Noe 2(u).

The Group has adopted IFRS 7 *Financial instruments: Disclosura® and the complementary amendment
fo IAS 1 *Presentation of Financial Statements” infroducing amended and additional disclosures relating
b financial instruments and associated risks and capilal disclosures respectivaly.

The following 1ASB Standard and Interpretation have been issued but are not yel effective, and have not
yet been adopted by the Group:

IFRS 8" i )

The application of IFRS &, which will be effective for the annual periods beginning on or after 1 January
2009, will result in disclosure of information 10 evaluate the nature and financial effects of the business
activities in which it engages and the economic emvironments in which it operates.

145 1 "Presentation of Financial Statements” (Revised)

The applicafion of A5 1 [Revised), which will be effective for the annual pericds beginning on or after 1
January 2009, will impact the preseniation of financial slatements o enhance the ussfuiness of the
information prasentad.
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SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

i DECEMBER 31, 2007
(All amounts ane in Kuwaitl Dinars) {All amounts are in Kuwaiti Dinars)
145 23 "Bomowing Cost’ (Revised) €) Accounts receivable
The application of 145 23 (Revised), which will be effective for the annual periods beginning on or after 1

b)

January 2009, will require an enbity o capitslize bomowing costs atinbutable to the acquisifion,
construction or production of a qualifying asset as a part of the cost of that asset and remaoving an option
of expensing these bomowing costs in the consolidated statement of income,

Thamplmtl:}nnf IFRIZ Intaﬂ:ma'ﬂm‘li M\nllh&nﬁﬂﬂmmﬂmmmﬂmmmaﬂﬂ
1 March 2007, provides guidance as to whether cerlain share oplions given to employees should be
accounted a5 an equity-setled or cash-setiled fransaction.

Principles of consolidat

The consolidated financial stalements incorporate the financial statements of Sokouk Holding
Cormpany - Kunwaiti Shareholding Company [Holding) and the following subsidiaries:

Country of Percantage of holding
Subsidianes incorporation %
2007 2008
Gulf Feal Estale Development House Co.

KSCC. Kuwait 75 75
Sokouk Investment Advisory Company Cayman Island 100 100
Sokouk Real Estate Co. - K.5.C.C. Kuwait 100 100
Gulf Money House for Money Collaction -

WLL Kuwait 100 100

Subsidiaries are those enterprises controlied by the Parent Company. Conbrol exists when the Parent
Company has the power, directly or indirectly, to govem the financial and operating policies of an
enlarprise 50 as o oblain benefits from its activities. The financial statements of subsidiaries are
included in the consohidated financial stalements from the date that control effectively commences until
the dabe that control effectively ceases. Inter<company balances and fransaciions, including infer-
company profits and unrealized profils and losses are eliminated on consolidation. Consolidaled financial
stalements are prepared using uniform accounting policies for alike fransactions and ofher events in
girmilar cincumstances,

Minority interests in the nel assels of consolidated subsidiaries are igentified separately from the group’s
equity therein, Minodly interests consist of the amount of those interests at the date of the original
business combination and the minority’s share of changes in equity since the date of the combination.

Losses applicable to the minorly in excess of the minority’s interest in the subsidiary's equity are

allocated against the infterests of the Group except fo the extent that the minority has a binding obligation
and i able to make an additional investment b cover the lozses.

50

Receivables are recognized initially at fair value and subsequenfly measured at amortized cost using the
affective yield method, less provision for impairment. A provision for impaimment of trade receivables s
establiched when there is cbjective evidence fhat the Group will not be able to collect all amounts due
according to the original ferms of the receivables. Significant financial difficulties of the debtor, probability
that the debior will enter bankrupicy or financial rearganization, and default or definquency in payments
ae considered indicators that the trade receivable is impaired. The amount of the provision is the
difference between the asset's carrying amount and the present value of estimaled future cash flows,
discounted at the onginal effective yiel rate. The cammying amount of the assel is reduced through the
use of an allowance account, and the amount of the lass is recognized in the consolidated stabement of
income within “general and administrative expense”. When a frade receivable is uncollectible, it is writlen
off against the allowance account for trade receivables. Subsequent recoveries of amounts previously
writlen off ane credited in the consolidated stalement of income,

Investments
The Group classifies its investments in the following calegories: Investments at fair value through income

staternant, and available for sale investments, The classification depends on the purpose for which the
invesimenls were acquired and is detarmined at initial recognition by the management.

This category has two sub-categories: investments held for rading, and those designated at fair value
through statement of income at inceplion.

An investment is classified as held for trading if acquired principally for the purpose of selfing in the shod
term or if it forms part of an identified portfolio of investments that are managed logether and has a
recent actual pattern of shor-term profit making or il is a derivative that is not designated and effective
#s a hedging mslrumeant.

An investiment is designated by the management on indial recognition i such designation eliminatas or
significantly reduces a measurement or recognition inconsistency that would otherwise arise or; if they
are managed and their performance is evaluated and reported intemally on a fair value basis in
accordance with a documenied risk management or investment siralegy.

Investmants in this category are classified as cument assels if they are either held for trading or are
expected 10 be realized within 12 months of the balance sheet date.
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SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES
HOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007

(Al amounts are in Kuwaiti Dinars)

nvestments available for sale are non-derivative financial assets that are efiher designaled in this

category of not classified in any of the other calegories. They are included in non-cument assats unkess
management intends to dispose of the investment within 12 months of the balance shee! date.

Purchases and sales of investments are recognized on setiement date - the date on which an assel is

delivered fo or by the Group. Investments are initially recognized at fair value plus transaction costs for
all financial assets not camied at fair value through income statement.

After inifial recognition, investrment at fair value through income stalement and investments available for
sale are subsequently camied at fair value. The fair values of quoled investments are based on current
bid prices. If the market for an investment is nol active (and for unlisted securities), the Group
establishes fair value by using valuation techniques. These include the use of recent arm's length
transactions, reference fo other instruments that are substantially the same, discounted cash flow
analysis, and opfion pricing models refined 1o reflect the issuer's specific circumstances.

Realized and unrealized gains and losses from investments at fair value through income statement are
included in the consolidated income stalement. Unrealized gains and losses arising from changes in the
fair value of investments available for sale are recognized in comutative changes in fair value in the
consolidated statement of changes in equity.

Where invesiments available for sale could not be measured neliably, these are stated at cost less
impairment kosses, if any.

When an investment available for sale is disposed off or impaired, any prior fair value earier reported in
equity is transferred o the consolidated statement of income,

An investment (in whole or in part) is derecognised either when: the contractual rights to recaive the
cash flows from the investment have expired; or the Group has fransferred its rights to receive cash
flows from the investment and either the group :

(a) has transferred substantially all the risks and rewards of ownership of the investment, or

(b} has neither transfemed nor refained substantially all the risks and rewards of the investment, but has
transfermed controd of the investmant. Where the Group has retained control, it shall continue to
recognize the investment fo the extent of its continuing involvement in the investment

The Group assesses at each balance sheat date whether there is an objective evidence that a financial
asset or a group of financial assels is impaired. In the case of equity securities classified as available for
sale, a significant or prolonged decling in the fair value of the security below its cost is considered in
determining whether fe securities are impaired. If any such evidence exists for investments available for
sale, the cumulative loss — measured as the difference between the acquisition cost and the current fair
valug, less any impairment loss on that investment previously recognized in profit or loss - is removed
frem equity and recognized in the consolidated stalement of income. Impairment losses recognized in
the consolidated statement of income on avallable for sale equity instruments are not reversed through
the consolidated statement of income.
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SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPAMNY (HOLDING) AND SUBSIDIARIES
HOTES TO CONSOLIDATED FINAMCIAL STATEMENTS

DECEMBER 31, 2007

(Al armounts are in Kuwaiti Dinars)

&) Sokouk utilization rights

9)

h)

Sokouk ufilization rights represant Sokouks that are held by the group either for trading purposes or fo
keep as long term investment, and ane stated at cost less impaiment loss in value (if any).

Murabaha

Murabaha is an islamic transaction involving the purchase and immediate sale of an assel al cost plus
an agreed profit. The amount due is settled on a deferred payment basis.
Investments in murabaha is staled at amorized cost using the effective yield method.

Wakala

Wakala represants an agreement whareby the Group gives certain amount of cash 1o another party, and
invests it according to specific conditions in retum for cerain fea,

Investments in wakala is stated al amorized cost using the effeciive yield methoed.

Associples

Associates are those enferprises in which the Group has significant influence, but not control, over the
financial and operaling policy decisions. The consolidated financial sistements include the Group's share
of the results and assets and liabilites of associales under the equity method of accounting from the
date that significant influence effectively commences until the date that significan! influence effectively
ceases, excapl when the invesiment i classified as held for sale, in which case it is accounded for under
IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations®. Under the equity method,
investments in associates are carmied in the consolidated balance sheet al cost as adjusied for post-
acquisition changes in the Group's share of the net assets of the associale, less any impaimment in the
value of mdividual invesiments. Losses of an associate in excess of the Group's interest in that associate
(which includes any long-term inferesis that, in subsiance, form part of the Group's net investment in the
associate) are nol recognized excepl fo the exient that the Group has an obligation or has made
payments on behelf of the associsle,

Gains or losses anising from transactions with associates are eliminaled against the investment in the
associate to the extent of the Growp's interest in the associate.

Any excass of the cost of acquisition over the Group's share of the net fair value of the identifiable
aszafs, liabilies and confingent lisbilifes of the associate recognized at the dale of acquisstion is
recognized as goodwill. The goodwill is included within the camying amount of the investment in
associales and is assessed for impairment as part of the investment. Any excess of the Group's shane of
the net fair value of the identifiable assets, liabiliies and contingent liabilities over the cost of acquisition,
afler reassessment, is recognized immediately in the consolidated statement of income,

53



Annual Report 2007

Sokouk Holding Company k.s.c.c

SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY [HOLDING) AND SUBSIDIARIES
MOTES TO CONSOLIDATED FINAMCIAL STATEMENTS MOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007 DECEMBER 31, 2007

(Al amounts are in Kuwaiti Dinars) (Al amounts ane in Kuwaiti Dinars)

A joint venture 5 a confractual arrangement whereby the Group and other parties underfake an
economic activity that is subject to joint control that ks when the stralegic financial and operating policy
decisions relating to the activities require the unanimous consent of the parties sharing confrol.

Whare a Group undentakes its activities under join venture arangements directly, the Group's share of
pintly controlled assels and any lishilities incurmed jointy with other wenfurers are recognized in the
Group's financial statements of the relevant entity and classified according to their nature. Liabilities and
expenses incurred directly in respect of Group's interests in jointly controlied assets are accounted for on
an accrual basis. Income from the sale or use of the Group's share of the culput of jointly controlled
assels, and ils share of joint venture expenses, are recognized when it is probable that the economic
benefits associated with the ransactions will flow tofrom the Group and thelr amount can be measured
reliably.

Joint veniure arrangements that involve the establishment of a separate entity in which each venturer
has an interes! are referred lo as jointly confrolled entiies,

The Group report its interests in jointly controlled entifies wsing the equity method of accouwnting, except
when the investment is classified as held for sale, in which case it is accounted for under IFRS 5§ “Non-
cument Assels Held for Sale and Discontinued Operations”. Under the equity method, investments in
joint ventures are carried in the consolidated balance sheet atl cost as adjusted for post-acquisifion
thanges in the Group's share of the net assats of the joint venture, less any impairment in the value of
individual investment,

Any goodwill arising on the acquisifion of the Group's interest in a jointly confrolled enlity is accounted for
in accordance with the Group’s accounting policy for goodwill arising on the acquisition of an associate.

Where the Group fransacts with its jointly controllied entiies, unrealized profits and losses are aliminated
b thie extent of the Group's interest in thie joint veniune.

Investment propesties

Investment properies, which are properfies held to eam rentals andlor for capital appreciation, ane
stated at their fair value at the consolidated bafance sheet date. Gains or losses arising from changes in
the fair value of investment properties are included in the consolidated statement of income for the
period in which they arise.

Invesiment properties are derecognized when either they have been disposed off or when the
invesiment property is permanently withdrawn from use and no future econormic banedit is expecied from
its disposal. Gains or losses arising on the retirement or disposal of an invesiment property are
recognized in the consolidated statement of income,

Transfers ane made o investment property when, and only when, there is a change in use, evidenced by

the end of owner ocoupation, commencement of an operating lease to another party or completion of
construction or development. Transfers are made from investment property when, and only when, there
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i} Joint ventures is a change in wse, evidenced by commencement of cwner occupstion or commencement of

developeent with a view 1o sale.
Project und -

Project under construction is valued at cost, which comprises those costs incurred by the group which
are dirgctly attributable fo the construction of the assel.

Propery and equipment

The initial cost of property and equipment comprises its purchase price and any directy atfributable
cosls of bringing the asset lo its working condition and location for Ms intended use. Expenditures
incurred after the property and equipmend have been pul indo operation, such as repairs and
maintenance and overhawl costs, are nommally charged fo the consolidated statement of income in the
period in which tha costs ane incurred. In situations where it can be cleary demonsiraled that the
expenditures have resulled in an increase in the future economic benefits expected to be oblained from

ihe wse of an dem of propery and equipment beyond ils orginally assessed standard of perdarmance,
the expenditures are capitalized as an additional cost of property and equipment.

Property and equipment are stated at cost less accumulated depreciation and impairment losses, When
assels are sold or retired, their cost and accumulated depreciaion are eliminated from the accounts and
any gain or loss resulting from their disposal iz included in the consolidated stabement of income.

Depreciation is computed on a straight-line method over the estimated useful lives of these property and
equipment as follows:

Years
Furniture and fixtures 5
Computer equipment & software 3
Office equipment 5

The usaful life and depreciation method ane reviewsd penodically b ensung thal the method and period
of depreciation are consistent with the expected pattem of economic benefits from items of property and
equipment.

m) Key Money

Key money is stated at cost less accumulated amordization. Key monay is amortized on a straight-line
basiz over § years,

At wach balance sheet date, the group reviews the camying amounts of its tangible and intangible assets
to determine whether there is any indication that fhose assets have suffered an impairment loss. If any
such indicafion exisls, the recoverable amount of the asset is estimated in order to determine the extent
of the impaiment loss (if any). Where it i not possible 1o estimabte the recoverabla amownd of an
individual assed, the group estimates the recoverable amount of the cash-generating unit to which the
assel belongs.
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o)

Recoverable amount is the higher of the fair value less costs lo sall and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a discount rate that
reflects curment markel assessments of the time value of maoney and the risks specific o the assat.

If the recoverable amount of an asset (or cash-generating unil) is estimaled fo be less than its camying
amount, the carmying amount of the asset (cash-generating unif) is reduced to its recoverable amount. An
impairment koss i recognized immedislely in consolidated statement of income, unless ihe relevant
asset is camied at a revalued amount, in which case the impairment loss is freated as a revaluation
decreass,

Where an impairment loss subsequently reverses, the carmying amount of the assed (cash-generating
unif) is increased to the revised estimate of its recoverable amount, but so that the increased carying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognized for the asset (cash-generafing unit) in prior years, A reversal of an impairment loss is
recognized immediately in consolidated statement of income, unless the relevant asset is carred at a
revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase.

Goodwil

Goodwill arising on an acquisifion of a subsidiary represents the excess of the cost of the acquisition
over the fair value of the identifiable assels, llabiities and contingent liabiities as at the date of the
acquisifion. Goodwill is insfially recognized as an assef at cost and is subsequently measured af cost less
any accumilated impairment keses.

For the purpose of impairment tesfing, goodwill is allocated to each of the group’s cash-penerating units
expecied to benefit from the synergies of the combination. Cash-generating units to which goodwill has
been allocated are tested for impairment annually, or more frequently when there is an indication that the
unit may be impaired. if the recoverable amount of the cash-generating unit is less than the camying
amount of the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwil
allocated to the unit and then 1o the ofher assels of the unil pro-rata on the basis of the camying amaount
of each assel in the unit. An impaimment loss recognized for goodwill is not reversed in a subsequent
period,

On disposal of a subsidiary, the attributable amount of goodwill is included in the determination of the
profit or loss on disposal.

The Group's policy for goodwil arising on the acquisition of an associate is described under ‘Investment
in associates’ in note 2(h).

Where there is an excess of the Group's interest in the net fair value of acquiree's identifiable assets,
ligbilities and contingent liabilities over cost, the Group is required to reassess the identification and
measurement of the nel idenfifiable asselz and measurement of the oozt of the acquisiion and
recognize immediately in the consolidated stalement of income any excess remaining after that
remeasurement.
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Pl Accounts payable

3)

Accounts payable are recognized initially at fair value and subseguently measured at amortized cost
using the effective interest method.

Provision for eod of ssrvice indegni

Provizion is made for amounis payable o employees under the Kuwaili Labor Law in the privale sector
and employees’ contracts. This Eability, which is unfunded, reprasents the amount payable 1o each
employee as a result of involuntary lermination on the balanca sheet date, and approximates the present
value of the final obligafion. -

Share capital

Ordinary shares ane classified as eguity.

Revenue recogniton

Revenua comprisas the fair value of the considerafion received or recaivable for the sale of Sokouk and

services in ihe ondinary course of the Group's acliviies. Revenue iz shown net of relums, rebales and
discounts and after eliminating sales within the Group.

The Group recognizes revenue when the amount of revenue can be reliably measured, it is probable that
future aconomic benefits will flow 1o the ensity and specific criteria have bean met for each of the Group's
activities as described balow. The amount of revenue is not considered to be refiably measurable unil all
confingencies relating fo the sale have been resolved. The Group bases itz esfimales on histoncal
results, taking into consideration the type of custorner, the type of transaction and the specifics of each
amangement,

Sale of Sokouk

Sales represent the total invoiced value of Sokouks sold during the year. Revenue from sale of Sokouks
is recognized when the significant risks and rewards of ownership of Sokouk are transfered fo the
buyer.

Wakala income

Income of Wakala invesiment is accounted on a tme proportion basis,

Dividend incorme

Dividend income is recognized when the group's right to receive payments is established.
Rent

Rental income is recognized, when eamed, on a time apportionment basis.

Gain on sale of investments
Gain on sake of investments is measured by the difference between the sale proceeds and the carrying
amount of the investment at the date of disposal, and is recognized at the time of the sale.
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]

Borrowing costs

Bomowing costs directly atfributable to the acquisiion, construction or production of qualifying assets,
which are assets thal necessarily take a substantial period of time fo get ready for their inftended use or
salie, are added fo the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale. Investment income eamed on the temporary investment of specific bomowings
MMMMMMIMMEMMMIMMmE eligitle for
capitalizafion,

All other borrowing costs ane recognized in net profit or loss in the period in which they are incured.
Crifical accounting estima rents

The Group makes judgments, esfimates and assumptions conceming the future. The preparation of
consolidated financial statements in conformity with Intemational Financial Reporfing Standards requires
management to make jedgments, estimates and assumplions that affect the reported amounls of assets
and liabdities and disclosure of contingent assels and liabiiies at the date of the consolidated financial
stalernents and the reported amounts of revenue and expenses during the year. Actual results could
differ from the estimates.

a) Judgments

in the process of applying the Group's accounting policies which are described in nole 2,

managemeni has made the following judgments thal have the most significant effect on the amounts

recognized in the consolidaled financial slalements.

il Fevenue Recognition
Reverue is recognized to the extent it is probable that the economic benefits will flow Lo the
Group and the revenue can be reliably measured. The determination of whether the revenue
recognition criteria as specified under IAS 18 are met requires significant judgment.

(i) Provision for doubtful debts

The determination of the recoverabiity of the amount due from cuslomers and the factors
diztérmining the impairment of the recaivable involve significant judgment,

(i) Classification of investments

On acquisition of an investment, the Group decides whether it should be classified as “at fair
value through income statement” or "investment avalable for sale®. The Group foliows the
guidance of 1AS 39 on classifying its investments.

The Group classifies invesiments as “at fair value through statement of income” if they are
acquired primarily for the purpose of short term profit making or if they are designated at fair
valug through statement of income at inceplion, provided their fair values can be reliably
estimated. All other investments are classified as “avalable for sale®,
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(W) Impairment of investmenis

The Group freats investments “available for sale® as impaired when there has been a significant
or prolonged decling in the fair value below its cosl. The determination of what is "significant” or
b} Estimates and assumptions

The key assumptions conceming the future and other key sources of estimation uncertainty at the
consolidated balance sheel date that have a significant risk of causing a malerial adjustment lo the
cammying amounts of assels and liabilties within the nex financial year are discussed balow,

(i} Fair valee of unquoled equity investments

If the marked for a financial asset is not active or not available, the Group establishes fair value
by using valuation techniques which include the use of recent ams lenglh fransaclions,
reference to other instruments that are substantially the same, discounied cash flow analysis,
and option pricing modets refined fo reflect the issuer's specific circumstances. This valuation
requires the Group o make estmales aboul expecied future cash flows and discount rates that
are subject 1o uncertainty.

(i) Impairment of Goodwil

The Group determines whether goodwill is impaired at least on an annual basis. This reguires an
estimation of the “value in use® of the asse or the cash-generating unit 1o which the goodwil is
allocated. Esfimating @ value in use requires the Group to make an estimate of the expecied
fulure cash-flows from the asset or the cash-generafing unit and also choose an appropriate
discount rate in onder fo calculate the present-value of the cash-flows.

fii) Provision for doublful debls

The extent of provision for doubtful debis and inventories involves estimalion process, Pravision
for doubtiul debls is made when there is an objective evidence that the Group will not be able 1o
collect the debts. Bad debls are writlen off when identified, The benchmarks for determining the
amound of provision or wrte-down include ageing analysis, lechnical assessmenl and
subsequent events. The provisions and wrile-down of accounts receivable are subject to
managemeni approval,

V) Eoreign cumencies

Foreign currency fransactions are translated into Kuwaiti Dinars at rates of exchange prevaling on the
date of the transactions. Monetary assets and Eabilities denominated in foreign currency al the balance
sheel dale are retranslated into Kuwaili Dinars 2 rates of exchange prevailing on that dabe. Mon-
monetary ilems camed ai fair value thal are denominaled in forelgn currencies are retranzlated af the
rates prevailing on the date when the fair value was determined. Non-monetary itams that are measured
in terms of historical costin a foreign cumency are not retransiated.
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Exchange differences arising on the setlement of monetary items, and on the refranslation of monetary
iems, are inchuided in the consclidated siatement of income for the period. Translation differences on
non-manatary items such as aquity investments which are classified as investments at fair value through
income statement are reported as part of the fair value gain or loss. Translation differences on non-
monetary ilems such as equity investments classified as investments avaiable for sale are included in
“cumulative changes in fair value® in the consolidated statement of changes in equity.

The assels and Eabilities of the foreign subsidiary are translated into Kuwaifi Dinars at rates of exchange
prevailing al the balance sheet date. The resulls of the subsidiary are transiated into Kuwaili Dinars at
rates approximating the exchange rates prevailing at the dates of fhe transacfions. Foreign exchange
differences anising on translation are recognized directly in the consolidated statement of changes in
equity. Such translation differences are recognized in the consolidated income statement in the period in
which the foreign operation is disposed off.

Goodwill and fair value adjustments arising on the acquisifion of a foreign enfity are trealed as assels
and liabilities of the foreign entity and translated at the closing rate.

w] Segment reporting

A segment is a distinguishable component of the Group that is engaged either in providing products or
senices (busmess segmen), of in providing products and services within a parficular economic
emvironment [geographical segment), which iz subject to risks and relurmns that are different from those of
ather segments.

Financil inst |

Financial assets and financial liabilities carried on the consolidated balance sheet include cash on hand
and at banks, receivables, investments and payables. The accounfing policies on recognition and
measurement of thesa ilams are disclosed in the respective accounting policies found in this Note.

Financial instrurnents are classified as Eabiliies or equily in accordance with the substance of the
contractual amangement. Interest, dividends, gains. and losses relafing to a financial instrurnent
classified as a Bability are reporied as expense or income. Distributions 1o holders of financial
instruments classified as equily are charged directly to equity. Financial instruments are offset when the
Group has a legally enforceable right fo offset and intends to setile edther on a nel basis or o buy the
asset and seftle the labidity simultaneously.

¥) Contingencies

Contingent liabilies are not recognized but disclosed in the consolidated financial statements except
when the possibility of an outfiow of resources embadying economic banedits is remola.

A contingen! assal is not recognized in the consolidated financial statements but disclosed when an
inflow of economic benefits is probable.
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3_ [
2007
Funds = held for trading 13,075,514
The movemend during the yvear is as follows:
2007
Addifions during the year ~ 13,000,000
Change in fair value 75,514
Balance at the end of the yoar 13,075,514
4, Accounts receivable and other debit balances
2007 2008
Trade receivables 12,651,591 13,976,117
Other receivables 190,014 207 844

13,081,605 14,184,061

The fair values of accounts receivable and other debil balances approximated their camying values as al
Decamber 31, 2007.

Trade recevables ame represented as follows:

Current; 2007 2006
Trade receivables 3,114,003 3,245 475
Deferred profit _ (B30 (550

2,283,605 2,694,689

Non currant:

Trade receivables 11,295,972 11,986,701
Deferred profit (657,986) {705,253}

10607985 11,281 446
12,891,591 13,976,117

There is no impairment in the value of trade receivables as al December 31,2007

The group preserve the deeds of the uliizaftion rights that had been sold, as a guaraniee of related
amounts, and the deed is nof fransfemed o fhe name of the buyer, unfl the setflement of the tolal amount,
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5.

Sokouk uiization rights

Sokouk utilization rights represent the subsidiary company’s ownership of real estate sokouk in the Kingdom
of Saudi Arabia. Sokouk are a cerificate or deed that entities its holder the right to ufilze a specific real
estale property for a specific duration of time per year over a delermined number of years. This right is
wholly owned by the Sokouk investor who is entifled to sell, grant, inheril or invest the Sokouk.

The movement during the year is as follows:

2007 2008
Eialance at the beginning of the year 31,650,632 33,839,447
Addition [ sales ratum 36,053 10,755 800
Disposals (24,402,485) (12,944 §15)
Balance at the end of the year 7,284,200 31,650,632

During the year, the Group sold Sokouk utilization rights amounfing fo KD 22,921,441 for KD 30,379.723 10 a
Joint venture resulling in a gain of KD 5,619,815 afier efiminating intercompany profit (Mote 11).

The Group has entered info vanous transactions with relaled parties, Le. shareholders, key management
personned, associales, joint ventures and other related parties in the nommal course of ils business
conceming financing and other related services. Prices and terms of payment are approved by the Group's
management. Significant related party transactions and balances are as follows:

Sokouk Holding Company k.s.c.c

SOKOUK HOLDING COMPANY - KUWAITI SHAREHOLDING COMPANY (HOLDING) AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2007

(Al amounts ang in Kuwaili Dinars)

2007 2006
Assols:
Due from associates 3,160,251 2,786,695
Due from joint ventures 2,064,330 B3 248
Due from principal shareholders 9,400,000 -
Due from other related parties 25231 120,758
Total due frorm relabed parties 14,640,812 3,785,702
Purchase of investment in associales 58,797 662 -
Investments in Murabaha . 2,085,250
Investments in Wakala 2,261,938 218,267
Liabilities: 2007 2006
Due fo associales 11,631, 486 206,196
Due fo joint veniures - 2,186,024
Due to other relaled parties 4122 14,053,370
Tolal due to related parfies 11,635,608 16,535,580
Murabaha payables 12,621,485 12,855,019
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Due from / 1o related pariies are represented as follows:

Cuerent Mon curmend 2007 2006
Due from related parties 12,499,033 2160779 14,649,812 3,795,702
Due o related parties 8,523,202 3112316 11635608 16535500

Due from [ fo relaled parfies mainky resull from purchase and sale of Sokouk utilization rights and
investmients.

2007 2005
Statement of income;
Operating revenue 2289,11 53,387,775
Operating cost (17,271,306} (52,302,900
General and adminisirative expenses (364,850) (656,334)
Gain from investments - 502,956
Gain on sake of investment in subsidiary . 1,887,083
Gain on sale of investment property 64,815 -
Finance charges (1,312,343) .
O¢her operating income 1,616,713 B13.586
2007 2006
key mana I
Short terrn benefits and Board of Direclors’ remuneralion 166,971 197,560
Termination benefits 9,001 3,455

Investments in Murabaha

Investments in Murabaha represents deposits held with a Kuwaiti financial institutions, related parfies, which
has experience in fund imvesiment management in local and intermational market. These investiments eam
an average annual rate of return of 7.5%.

Inwestrents in murabaha ane presented as follows:

2oar 2006
Current:
Investments in Murabaha 23,000,000 21065 250
Investments in Wakala

Investments in Wakala represant a Wakala investment contract with Kuwaili Financial Instituions - related
parties. Invesiment eams an average variable rate of return with a minimum percentage of 6% per annum.

Investments in Wakala are presented as follows:
2007 2006

Current:
Invesimants in wakala 2,461 938 218,267
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9. Investments available for sale The movement during the year was as follows:
2007 2005
2007 2008 Balance at the beginning of the year 3,371,330 -
Cuoted: S Acquisition of associates 58,797,662 3,000,000
Debl securibes 65,585 148,125 Group's share of resulls from associales 589,104 37,330
Investments in funds & portfolios 2,484,979 2,674,001 Foreign curency translation adjustments {441,750) -
Balance af the end of the year 62,316,346 3,371,330
Un ;
E?umﬂ:rﬂ:awﬁﬁas 287,895 - Goodwill amounting to KD 1,454,557 and KD 22,708 874 are included in the investment in MAS Intemational
Investments in funds & portfolics 1,334,248 1,260,000 Company for General Trading and Confracting - W.L.L. and in the immestment in Munshaat Real Estate
Projects Co. K.5.C (Closed) respectively.
L 4,000,125 The Group share of results from associales represent the Group's share of results from MAS Infemational
. ) Company for General Trading and Contracting - W.LL. based on management accounts as of December
The movement during the year is as folows: 2007 2005 31,2008, Sokouk Al Tdawl B.S.C. (Closed) based on management accounts for the period from June 17,
. 2007 to December 31,2007, Munshaat Real Estate Projects Co. K.5.C (Closad) based on audited financial
Balance al the beginning of the year 4,080,126 1,836,550
it 362143 5,175 851 stalements for the year ended Seplember 30,2007,
Disposals (102,752) |2,932,385) The investment in Sokouk Al Tdaw! Company - B.5.C [Clesed) was recognized as an investment in
Changes in fair value _(eemny - associals even though it 15% of the veting power, since the group is representad by two members
Balance at the end of the year 172,707 4,080,126 T et Do m. voling porer, s by
It was not possible 1o reliably measure the fair value of unquoted investments amounting fo KD 1,622,143 The Group's inferests in ils associales as at December 31, 2007 are as follows:
(2006 - KD 4,080,126) due o non availabdity of a refiable methad that could be used %o determine the fair Assats Liakilifies Net Assats
value of such investments. Accordingly, they were stated al their cost less imparment losses, if any, Mame of the associate 2007 2006 207 2006 2007 2008
MAS Internaional Company for .
Investments a following cumencies: General Trading and
seralltfe Jor dale ass dwnorneed 1 he ' Contracting - W.LL 4,471,547 4471547 24555174 2,655,174 19873 1SIETT3
Bokouk Al Tesad Company -
Currency 2007 2005 BUS.C. (Closed) 8,438,140 . o414 - 8347706
LS Dollar 2912707 2820126 Munshaat Real Estate Projcts
KD Dinar 1,260,000 1,260,000 Company- K.5.C.C. Jrgnsde - Al - a7 s R
4,172,707 4,080,126 TR, AT MTe TSI, JIMEs0, 91677
10. Investment in associates Reveruss Resdts
Name of the assoclate 27 2008 W07 W
The investment in associales consists of the following: MAS Inmemational Company for
General Trading and Conlracting -
Ohwniership WLL F16.546 HEHE (36,452) mnaxa
Penentaga Sokouk Al Tdaw! Company-B.8.C.
% {Closed) 403,496 . 202573
Country of N Murshaat Feal Estaby Projects
Hama of the associale ncoporation 2007 @008 2T W05 Company- KS.C.C. 3110560 - @moy .
MAS Intemasional Company for General 4,430,802 FIB5E  _ SEiM I
Trading and Contracting=W.L.L. Kiowait a0 40 33MME 337,330
Sokouk Al Tdaw Company-B.5.C. (Closed) Bahrain 15 - 8435123 .
Murshaat Real Estate Frojecis Company-
KECC. Kuswiait il - 50,148,375
Mas Holding Company-K.5.C. Karit 4 - __sooed -
62316346 3371330
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The goodwill arising from the acquisition of Munshaat Real Estate Projects Co. K.5.C (Closed) was
calculated as follows:

T
Paid considerafion 49,723 461
Net fair value of group’s share of equity (2T M4,587)
Gaodwill 22,708,874

The market value of the Investment in Munshaat Real Estate Projects Company — K.5.C (Closed) at the
balance sheet date is KD 40,081,600 (2006 - KD Nil).

1. Inwestment in Joint Venlures
The investrment in joint venlures consists of the following:

Owmarship
%
Country of
Hame of the cird venlure M 2007 2008 2007 _WE

doini] Verdure - Zarroam Tewer 4584 2888 28436 483 12,710,180
Jont Venhwro - AlSaimiya Mokl

Project Kuwait 24.25 2500 _ 28TESE  A001TM

3$|m1“ 15,711,905
The movemen during the year was a3 follows:
2007 2005

Eatance at the beginning of the year 15,711,905 .
Acquisition of joint ventura . 15,150,600
Joint venture's capital increase 18,500,000 -
Group's share of results from jeint ventures {98,650) 578,262
Elimination of profit on inercompany transactions (2,153,944) -
Foreign cumency translation adjusiments (625,170) .
Other equity movements - {16.987)
Balance at the end of the year 3,334,141 15,711,905

The Group's interests in joint ventures as at December 31, 2007 are as follows:

Sokouk Holding Company k.s.c.c
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2007 2006
Sokouk Al Tdawl Company - B.S.C (Closed) . 492668
13. Inwesiment properies
2007 2006

Balance at the beginning of the year 2,005,888 -

Additions during the year - 2,005,888

Disposal during the year (2.005,888) ;

Balance at the end of the year - 2,005,888

During the year, the Group sold certain investment proparties for KD 2,205,853 resulting in a gain of KD
200,065

14, Project under construetion

2007 2006
Balance at the beginning of the year 1,335,000 10,369,653
Additions during the year - 17,550
Disposals during the year {1,335,000) (1,165,000
Retafing o disposal of subsidiary . (7,887,603)
Balance al the end of the year - 1,335,000

During the year one of the subsidiaries sold its project under construction to a Joint Vienture (related party) at
carmying value without any gain or loss on the sale,

Assets Liabdifios Mot Assats
Hame of the joint venture 2007 008 2007 08 207 0068
Joint Venture - Zamzam

Tawer 54992588 20419275 MASMES  16BTOM  WA05 1257135
Joint Venture - Ak-Salmiya

Hatel Progect 3,707,471 228,855 3,001,724

100,059 EE& _u 24 018773 ﬂ’i  SETROTS
. Pevenos ___ Fesds

Hame of the ot walure 2007 FiLs] 2007 2006
Jaink Vienhure = Zamzam Tower 456,782 5,223,171 {B4,635) 576,568
Jaink Vianture ~ Al-Salmiya Hotel Project 553 30,554 {14,015) 1,724

4,570,365 5254555 {98,850) 578,252
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16. Accounts payable and other credit balances

2007 2006
Trade payables 6,460 38,333
Accrued staff leave 55,027 176,400
Excess capital increase payable 11,11 .
Oiher accrued expenses 292,884
Dividends payabla 50,689
Revenues received in advance 400
Zakat Payable 5328 .
FEESH % KFAS payable 94,776 61,017
B =@=g & NLST payable 148,449 225,156
= Board of Direclors’ remuneration 60,000 60,000
725,784 560,805
e Therz iz no malerial difference between the fair value and the book value of accounts payable and other
- = - credif balances.
§ i gz 8 g3 R g2
§ = g @ «¢ |4 17. Murabaha payables
E § The balance of Murabsha payables represeni payments received from Islamic Financing Comgany.
a pay camies an average to 10.5%. u ane guaranteed
g er_abfmauumm annual charge from 5% to 10.5%. The Murabaha
g TR B e o
2 ! é B¥ = A5d =|® Payables 28,811,736 20,525 429
: : S giien _oum)
. Murabaha payables are presented as follows: — —
: sfl 858 8308 &
gz 8% .8 €=, w05
g i § N Currant:
= s Murabaha payabile 13,818,974 8,680,824
I
o Non Currant:
< Murabaha payables 11,854,784 10,630,534
n 25,673,758 19,511,358
g < 18. Provision for end of servio indemnity
. g E 2007 2006
=5 £ g Balance at the baginning of the year 39,828 27 480
%E : EE 5 : 5 EE Charge for the year 53,976 38114
uﬁ...g - 58 & Paid during the year (24,562) (25,775
ﬁg Eg = = 5 .B5 Balance at the end of the year 69,242 39,828
§ ® & = 5 = F
38k Efaeg ¢
Ioft | §§ 3
§EE§ gz E 5: z zax
308z
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18, Captal

Authorized, issued and fully paid-up capital consist of 1,000,000,000 shares (2006 - 300,000,000 shares) of
100 fils each,

The ordinary shareholders' general assembly held on Seplember 30, 2007 and the exbra ordinary
shareholders' general assembly held on October 22, 2007 approved bo increase the parent company’s capital
by 233.34% from KD 30,000,000 (300,000,000 shares) to KD 100,000,000 (1,000,000,000 shares) by an
increase of KD 0,000,000 (00,000,000 shares with nominal value of 100 fils each) and share premium of 25
fils.

Thiz amendment was regisierad in the Commercial register on Movember 1, 2007,
20, i

This represents cash received in excess of the par value of the shares issued.

Based on the capilal increase approved by the ordinary sharehokders’ general assembly meeting held on
September 30, 2007 and the extra ordinary shareholders” general assembly meeting held on Oclober 22,
2007, the share premium amounied to KD 17 500,000, The share premium is not dstnbulable except under
specific circumstances as provided in Kuwait Commercial Companies Law.

21, Slalulory resene

As required by the Commercial Companies Law and the Parent Company's Artickes of Association, 10% of
the profit for the year affributable fo equity holders of the Parent Company before confribution fo Kuwail
Foundation for the Advancement of Sciences (KFAS), National Labour Support Tax (MLST), Zakat and Board
of Directors’ remuneration is fransfemed fo stafulory reserve, The Parent Company may resolve fo discontinue
such annual fransfers when the reserve equals 50% of the capital. This reserve is not available for distibution
except in cases stipulated by Law and the Parent Company's Articles of Association.

22, Voluntary resene
Az required by the Parent Company's Arlicles of Associafion, 10% of the profit for the year attributable o
equity holders of the Parent Company before contribulion lo KFAS, NLST, Zakat and Board of Directors’

remunéraion i transfemed fo fhe voluntary reserve. Such annual transfers may be disconfinued by a
resolution of the sharehoklers’ General Azsembly upon recommendafion by the Board of Direclors,

23. Operaling revenue and cost

Operating revenue and cost consist mainly of revenue and cost from sokouk utilization rghts that were sold
and bought during the year.
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24, Ciher operafing income:
2007 2005
Gain from financing activifies 690,065 814,223
Commission income on sale of utilization rights 218,203 -
Income from consuling services 502,004 2,842 500
Invesimenl structune revanue . 302,725
Management fees B1d,114 270,000
Others 120,843 101,425
2,354,228 4,330,873
25. General and administrafive expenses
2007 2006
Salaries and wages 435423 25,510
Bonus 320,756 145,231
Other employees’ benefits and allowances 73,3712 128,738
Marketing and adverfisement expenses 97 468 34,31
Other general and administrative expenses E16,480 285,545
1,543,450 1,198,335
26. Net investments income
2007 2006
Unrealized gain from changes in fair value of investments at fair value
through income stalament 75,514 .
Realized gain on sale of investment available for sale 18,380 519,053
93,504 519,053

27. Contribution to Zakat

Conlribution o Zakal iz cakulated al 1% of the profit of the Pareml Company afler deducting ils share of
income from shareholding subsidiaries and associates in accordance with Ministry of Finance resolution No.
S8/2007 effective December 10, 2007,

Contribution to Zakat had not been calculated for the year ended December 31, 2007 since there was no
profit after deducting the Group's share of income from shareholding subsidiaries on which contribution fo
Zaka could be calculated.

ribuan 1o Kuwait Foundati

Contribution fo Kuwait Foundation for the Advancement of Sciences is calculated at 1% of the net profit of
the Parant Company after deducting its shara of income from shareholding subsidiaries and associates and
transfer o statutory reserve.

Conlribution b Kuwail Foundation for the Advancement of Sciences had not been calculated for the year
ended December 31, 2007 since there was no profil after deducting the Group's share of income from
shareholding subsidiares on which contribution to Kuwait Foundation for the Advancement of Sciences
could be calculated.
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28, Mational Labor Suppord Tax

Mational Labor Support Tax is calculated at 2.5% of the profit of the Parent Company after deducting its
share of income from listed shareholding subsidiares and associates, dividends from Kuwaiti listed
shareholding companies,

Mational Labor Suppon Tax for the year ended December 31, 2006 included KD 130,762 peraining to the
year ended December 31, 2005 paid during the prior year.

30. Board of Directors’ remuneration

The proposed Board of Directors remuneration is subject to the approval of the shareholder's General
Assembly.

31. Eamings per share

There are no potential diltive ordinary shares., The information necessary o calculsle basic eamings per
share based on the weighted average number of shares outstanding during the year is as follows:
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2006
2007 (Restated)
Met profit for the year attibutable fo equity holders of the parent
company 6,152,436 8,529,258
Shares Shares
Mumber of issued shares at the beginning of the year 300,000,000 300,000,000
Adjusted outstanding shares due 1o right issue 137,506,562 62,709 395
Weighted average number of shares outstanding 437,596,562 m_llm,m
Fils Fils
Earnings per share 14.06 2352

Eamings per share atiibuiable o Parent Company's shareholders for the year ended December 31, 2006

In the nommal course of business, the Group uses primary financial instruments such as cash on hand and at
banks, receivables, invesiments, and payables and as a resull, ks exposed 1o the risks indicated below. The
Group currently does not use derivative financial instruments fo manage its exposure to fhese risks.

a) Rate of return risk

Financial instruments ane subject to the risk of changes in value due to changes in the kevel of rale of retum.
The effective rale of return and the periods in which rabe of relum bearing financial assets and liabilites are
repriced or mature are indicated in the respective notes. The Group curmenily does not have any exposure 1o
such rizks.

b) Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation causing the
other party to incur a financial loss. Financial assets which potentially subject the Group 1o credit risk consist
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principally of receivables and invesiments in murabaha and wakala. Receivables are presented net of
allowance for doubtful debts. Credit risk with respect to receivables is Fmited due % the large number of
customers and their dispersion across different industias,

The Group's maximum exposure ansing from defaull of the counler-party i limited 1o the camying amount of
receivables and due from related parties.

¢} Forelgn currency risk

The Group incurs foreign cumency risk on fransaclions that are denominaled in a cumency ather than the
Kuwaili Dinar. The Group may reduce its exposure o fluctuations in foreign exchange rates through the use
of derivative financial instruments. The Group ensures that the net exposure is kept 10 an acceptable level,
by dealing in currencies that do nof fluctuate significantly against the Kuwaiti Dinar.

The Group has translational cumency exposure on account of significant investment in foreign operations.

The following table demonstrales the sensiivity fo a reasonably possibla change in the foreign exchange
between USD, AED, SAR, QAR and Kuwaili Dinar,

Effect on
Increase / consolidated
(Decreasa) income Effect on
Year __against KD statement equity
2007
LD 5% +1,159,903 +2 083,252
AED 5% 2026 -
SAR 5% 4497 -
QAR +9% £5 -
2006
UsD +3% +771,838 #7777 365
AED 5% 47 -
SAR 2% +210 -
QAR 5% 2 -
d) Liguidity risk

Liquidity risk s the risk that the Group will encounter difficulty in raising funds 1o meet commitments
associated with financial instruments. To manage this risk, the Group perodically assesses the financial
viahility of customers and invests in investments that are readily realizable.
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Maturity Table for financial liabilities

2007
1-3 312

Financial Liability 1month months  months  1-3vears  3-5years Todal

Accounts payable

and other cradit

balances 19478 427576 278730 . . 725,734

Murabaha payabla - M,122627 2656347 11,854,784 . 5673758

Due bo refated

parties . 62323 8260569 3112316 - 11,635,608

Total 19478 11,812,526 11,236,046 14,967,100 - 38,035,150
2006
2

Financial Liability 1month 1-3months  months 1-3years  3-5years Totdd

Accounts payable

and ather credit

balances 199154 285172 58303 18,276 - 560,905

Murabaha payable 1,769,847 4,928,454 1982423 10,830,534 - 19,511,358

Due to related

parties s 206,197 5830415 10,418,878 - 16,535,590

Total 1969101 5510823 7B62141 21265788 . 35,607 853

&) Equity price risk

Equity price rigk iz the risk thal fair values of equities decrease as the result of changes in lewel of equity
indices and the value of individual stocks. The equity price risk exposure arises from the Group's investment
in equity secunties classified as ‘at fair value through profit or loss' and "available for sala”,

The following lable demonsirates the sensitivity to a reasonably possible change in equity indices as a result
of change in the fair valee of these invesiments, to which the Group had significant exposure st December
31, 2007

Hor 2006
Change in Change
equity Effect on in equity Effect on
price 1= price GO
] statement n staternent
Funds 15 $653,776 £5
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f) Fair value of financial instruments

Fair value is defined as the amount &t which the instrument could be exchanged in a currant transaction
between knowledgeable wiling parties in an arm's length transaction, other than in a forced or liquidation
sale, Fair values are oblained from current bid prices, discounted cash flow models and ofher models as
appropriate. At December 31, the fair values of financial instruments approximate their camying amounts,
except that it was not possible to reliably measure the fair value of most of the available-for-sale investments
as indicated in Note 9.

33, Capital risk managament

The Group’s objectives when managing capital resources are o safeguard the Group's ability fo confinue as
a going concem in order 1o provide relums for shareholders and benefits for other stakeholders and fo
raintain an optimal capital structure o reduca the cosl of capilal. In cnder fo maintain or adjust the capital
resources structure, the Group may adjust the amount of dividends paid 1o shareholders, returm capital o
shareholders, izsue new shares, sell assets to reduce debl, repay loans or oblain additional loans.

For the purpose of capital risk management, the total capital resources consist of the following components:

2007 2006
Murabaha Payables 25,673,758 18,511,358
Less: cash on hand and at banks  (1524732)  (3.485.760)
Met debl 24,149,026 16,045,558
Toialequity 13904131 45053011
Total capital resources 159,053,157 62,088,609

34, Capital contingent commitments

Capital commitments arising from the Group's interest in Joint Venture were as follows:

2007 2005
Project under construction 1,505,907 BTE, 714

35. Proposed dividend

The Board of Directors did not propose any cash dividends for the year ended December 31,2007, This
proposal is subject 1o the approval of the sharsholders' General Assambly.

The shareholders' General Assembly held on April 16, 2007 approved the cash dividends of 12 fils per share
for the year ended Decembar 31, 2005.

36. Comparafive iqures
Certain of the prior year amounts have been rectassified to conform with the curren! year presantation.
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