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Kuwait Mational Real Estale Services & Investment Company-K.5.C. (Closed)

26. Financial instruments

The company, in the normal course of business, uses various types of financial instruments.
Information on financial risks and fair value of these financial instruments is set out below:

a) Credit risk

The company is exposed to credit risk in respect of losses that would have to be
recognized if counterparties fail to perform as contracted.

The companys exposure to credit risk is primarily in respect of cash and cash
equivalents, receivables and other debit balance and due from related parties. At the
balance sheet date, the companys maximum exposure to credit risk is equal to the
carrying amount of the above assets disclosed in the balance sheet.

b) Rate of return risk

The company is exposed to rate of return risk on cash and cash equivalents.

c) Foreign currency risk

The company is not exposed to the foreign currency risk.

d) Fair value of financial assets and liabilities

The fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arms length transaction. Underlying the
definition of fair value is the presumption that the company is a going concern without
any intention or need to liquidate, curtail materially the scale of its operations or
undertake a transaction on adverse terms.

The estimated fair value of financial assets and liabilities that are not carried at fair value
(receivables and other debit balances, cash and cash equivalents, due from related
parties, payable and other credit balances and due to related parties) at the balance sheet
date are not materially different from their carrying values.

27. Contingent liabilities and committments
31 December 2004 30 September 2003

KD KD
Letters of guarantee 1,896,046 977,453
Unpaid portion of purchase and development of 1,600 6,200

computer program

28. Comparative figures

The financial statements cover the period from 1 October 2003 to 31 December 2004. The
financial statements of the prior period cover the twelve months period ended 30 September
2003, accordingly, prior period amounts disclosed in the statements of income, changes in
shareholders equity and cash flows are incomparable.

Where necessary, certain comparative figures were reclassified to conform with the current year
presentation.
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Kuwait Mational Real Estale Services & Investment Company-K.5.C. (Closed)

24- Earnings per share

Earnings per share is computed by dividing net profit by the weighted average number of shares
outstanding during the period.

Period from

1 October 2003 to Year ended

31 December 2004 30 September 2003

KD KD

Net profit 2,520,159 176,474
Weighted average number of shares outstanding 238,727,118 5,250,000
Earnings per share (fils) 10,56 33,61

25. Segment information

Segment information is presented in respect of the companys activities. The primary format,
business segments is based on the management structure and internal reporting system.

Primary segment information

Financial information about business sectors is as follows:
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Kuwait National Real Estate Services & Investment Company-K.8.C. (Closed)

20-

21-

22-

23-

Net profit from cleaning contracts

Income
Operating costs

Staff costs

Period from

Staff costs 1s allocated in the statement of income as follows:

Cost of operations
Administrative expenses and other charges

Number of employees of the company

Other operating revenue

Gain from sale of property, plant and equipment
Provision no longer required
Other income

Directors remuneration

1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
2,272,178 1,898,404
(2,166,393) (1,738,246)
105,785 160,158

Period from
1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
1,403,796 915,569
465,591 176,722
1,869,387 1,092,291
1,685 1,660

Period from
1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
4,823 24,742
- 19,951
= 16,459
4,823 61,152

The proposed directors remuneration are subject to approval of the general assembly of

shareholders.
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Net rental income

Period from

1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
Real estate rental income 87,222 26,295
Operating cost (11,393) (3,014)
75,829 23,281
Profit from financial investments
Period from
1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
Profit from investments held for trading 754,911 -
Profit from sale of available - for - sale investments 20,771 -
775,682 -
Net profit from property management and maintenance
Period from
1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
Income 506,916 320,143
Operating costs (336,121) (231,066)
170,795 89,077
Net profit from constructions contracts
Period from
1 October 2003 to Year ended
31 December 2004 30 September 2003
KD KD
Income 164,669 134,615
Operating costs (138,456) (121,708)
26,213 12,907
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12.

13.

14.

15.

the capital from KD525,000 to KD30,000,000 divided into 300,000,000 shares by issuing
294,750,000 shares of 100 fils each. Also approval was given on renunciation of the pre-emptive
rights to subscribe in a portion/ whole share capital increase in favour of new investors.

Statutory reserve

In accordance with the Commercial Companies Law of 1960, as amended, and the Companys
memorandum and article of association, 10% of the net profit for the year, is required to be
transferred to the statutory reserve until the reserve totals 50% of the paid up share capital.
Distribution of the statutory reserve is limited to the amount required to enable the payment of
a dividend of 5% of paid up share capital to be made in years when retained earnings are not
sufficient for the payment of a dividend of that amount.

Voluntary reserve

As required by the Companys memorandum and article of association, 10% of the net profit is
required to be transferred to the voluntary reserve. There are no restrictions on the distribution
of this reserve.

Long term loan from related parties

During the year 2002, the company entered into loan contract with related party to purchase
equipments and tools for executing governmental cleaning contracts amounting KD 1,800,000
at interest rate of 1.75% over the discount rate of Central Bank of Kuwait. The loan is to be
repaid over 36 equal installments. The first installment due on 3 March 2002. The company
made an assignment of all rights and accruals resulting from the contract signed between the
company and Municipality of Kuwait in favor of Kuwait Investment Company.

During the period, the company repaid KD 150,000 and the remaining balance amounting
KD700,000 was converted into a share for Kuwait Investment Company in the share capital
increase.

Payables and other credit balances
31 December 2004 30 September 2003

KD KD

Trade payables 859,867 607,286
Income received in advance 1,500 46,607
Accrued expenses and leave 330,645 303,594
Deposits payable 80,886 71,016
Staff payable 31,881 42,786
Contribution to KFAS 23,342 1,712
Directors remuneration 50,000 12,000
Other credit balances 62,505 62,665
1,440,626 1,147,666
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Related parties

This represents transactions with the companys shareholders, individuals of senior management
and board members. All transactions with related parties are subject to the approval of general
assembly of shareholders.

31 December 2004 30 September 2003

KD KD
Due from related parties 1,043,798 18,756
Due to related parties 50,045 97,388

On 2 January 2005, an amount of KD 1,020,771 was collected from amounts due from related
parties representing redemption of investment fund.

The significant transactions with related parties during the period/ year are as follows:

31 December 2004 30 September 2003

KD KD
Income from management property and mainte- 33,965 213,676
nance
Income from cleaning services 89,941 113,131
Investment portfolio managed by related party (Note 9) 1,139,273 -
Redemption on investment fund managed by related party 1,020,771 -
Payment of loan 850,000 600,000

Investments held for trading

During the period, the company invested in investment portfolios managed by local investment
companies and was valued based on reports from investment managers at 31 December 2004.

Included in investment portfolios managed by third party shares amounting KD 1,139,273
(2003: KD Nil) managed by related party (Note 8).

Cash and cash equivalents

31 December 2004 30 September 2003

KD KD

Cash and balances with financial institutions 3,791,220 1,133,200
Cash in investment portfolios 49,140 -
Time deposits and investment saving account 6,491,457 32,180
10,331,817 1,165,380

The effective average interest rate on term deposits and investment saving account was 3.2% as
at 31 December 2004 (2.125% as at 30 September 2003).

Share capital

The authorised, issued and fully paid capital comprise of 300,000,000 shares at 31 December
2004 (5,250,000 shares as at 30 September 2003) of 100 fils each.

The extraordinary general assembly approved in its meeting held on 4 January 2004 to increase
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Depreciation charge have been allocated in the statement of income as follows:

Period from Year ended
1 October 2003 to 31 30 September
December 2004 2003
KD KD
Cost of operations 438,801 376,038
Administrative expenses and other charges 5,647 2,802
444,448 378,840

4- Investment properties
31 December 2004 30 September 2003
KD KD
Balance at beginning of period/ year - 386,257
Additions during period/year 8,800,010 -
Sales during period/year - (386,257)
Increase in fair value 1,714,500 -
10,514,510 -

The companys management early adopted the revised IAS 40 investment properties,
accordingly, properties held under operating leases were stated in investment properties as per
fair value model (Note2-¢). This change has no impact on the statement of income and

statement of changes in shareholders equity.

5- Land and properties under development

During the period, the company purchased two plots in Hawally area for development purpose.

6- Available - for - sale investments

31 December 2004 30 September 2003
KD KD
Investment in real estate fund 1,559,465 -
Investment in unquoted local securities 1,620,000 -
Investment in unquoted foreign securities 1,503,684 -
4,683,149 -

7- Receivables and other debit balances
31 December 2004 30 September 2003
KD KD
Trade receivables 282,884 275,314
Other receivables 23,430 186,305
Provision for doubtful debts (34,590) (182,529)
271,724 279,090
Prepaid expenses 5,720 5,135
Staff receivable 19,669 15,057
Accrued income 355,789 5,107
652,902 304,389
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0) Foreign currencies

Foreign currency transactions are recorded in Kuwaiti Dinars at the rate of exchange
ruling at the date of the transaction. Monetary assets and liabilities denominated in
foreign currencies are translated into Kuwaiti Dinars at the rate of exchange prevailing
on the balance sheet date. Resulting differences on exchange are recorded as part of the
results for the year.

Non-monetary assets and liabilities denominated in foreign currency, which are stated at
historical cost are recorded at the exchange rate ruling at the date of transaction. Non-
monetary assets and liabilities in foreign currency, which are stated at fair value are
translated into Kuwaiti Dinars at the rate of exchange prevailing at the dates that the
values were determined.

P) Cash and cash equivalents

Cash and cash equivalents comprise of cash on hand, balances with financial
institutions, cash within investment portfolios and deposits with Islamic financial
institutions mature within three months from the date of placement.

Q) Leased assets

Payments made under operating leases are recognized in the statement of income on a
straight-line basis over the lease term.

Acquired and leased assets under operating lease are included in investment properties.

3-  Property, plant and equipment

Building con- Vehicles Cleaning Tools Office Total
structed on equipments furniture and
leased land and containers equipments
KD KD KD KD KD KD

Cost
At 1 October 2003 417,849 3,475,054 326,755 17,288 233,534 4,470,480
Additional - 40,117 - - 6,216 46,333
Disposals - (17,600) - - (430) (18,030)
31 December 2004 417,849 3,497,571 326,755 17,288 239,320 4,498,783
Accumulated depre-
ciation and impair-
ment losses
At 1 October 2003 417,849 1,662,249 243,695 17,118 211,409 2,552,320
Charge on the peri- - 382,734 51,124 120 10,470 444,448
od
Disposals - (15,403) - - (430) (15,833)
At 31December 2004 417,849 2,029,580 294,819 17,238 221,449 2,980,935
Net book value -
31 December 2004 - 1,467,991 31,936 50 17,871 1,517,848
30 September 2003 - 1,812,805 83,060 170 22,125 1,918,160
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k)

)

Property, plant and equipment

An impairment loss is recognized whenever the carrying amount of the asset or its cash-
generating unit exceeds its recoverable amount. Impairment losses are recognized in the
statement of income.

The recoverable amount of assets is the greater of their net selling price and value in use.
In assessing value in use, the estimated future cash flows are discounted to their present
value using a discount rate that reflects current market assessment of the time value of
money and the risks specific to the asset. For an asset that does not generate cash flows
largely independent of those from other assets, the recoverable amount is determined for
the cash generating unit to which the asset belongs.

Receivables

The recoverable amount of receivables is calculated as the total amount of expected
collections. The receivables are of a short duration and therefore the expected future
cash collections are not discounted.

Investments available for sale

The recoverable amount of investments available for sale is its fair value. If in a
subsequent period the amount of an impairment loss decreases and the decrease can be
linked objectively to an event occurring after the write down, the write down is reversed
through the statement of income.

Payables and other credit balances

Payables and other credit balances are stated at their cost.

Provision for employees end of service indemnity

Provision is made for amounts payable to employees under the Kuwaiti Labor Law and
employment contracts where such contracts provide extra benefits. This provision, which
is unfunded, represents the amount payable to each employee as a result of involuntary
termination on the balance sheet date.

Other provisions

Other provision are recognized in the balance sheet when the company has a legal or
constructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation. If the effect is material,
provisions are determined by discounting the expected future cash flows at a rate that
reflects current market assessments of the time value of money and, where appropriate,
the risks specific to the liability.

Revenue recognition

Management fees and cleaning contracts are recognized on time proportion basis as per
basis and rates stated in the real estate portfolio management agreements and cleaning
contracts. Interest income is recognized on a time proportion basis, taking into account
the original principal amount and an applicable interest rate. Rental income is
recognized on accrual basis.
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Investments

Investments with fixed or determinable payments and fixed maturity that the company
has the positive intent and ability to hold to maturity are classified as held-to-maturity
and are included in non-current assets. Held-to-maturity investments are measured
initially at cost, including transaction costs and subsequently measured at amortized cost
less impairment losses. During the period the group did not hold any investments in this
category.

Investments that are acquired principally for the purpose of generating a profit from
short-term fluctuations in prices are classified as investments held for trading and
included in current assets. Investments held for trading are measured initially at cost,
including transaction costs and subsequently stated at fair value with any resultant gain
or loss recognized in the consolidated statement of income.

Investments which are not held-to-maturity or held for trading, are classified as
available-for-sale and are included in non-current assets, unless management has the
express intention of holding the investments for less than twelve months from the
balance sheet date, in which case they are included in current assets. Unquoted equity
securities classified as investments available-for-sale and whose fair value cannot be
reliably determined are initially measured at cost, including transaction costs and
subsequently carried at cost less impairment losses (see accounting policy 2-j). Other
investments available for sale are initially measured at cost, including transaction costs
and subsequently stated at fair value with any unrealized gain or loss recognized directly
in equity till they are sold then will be taken to statement of income.

The fair value of investments held for trading and available-for-sale is determined based
on their quoted bid price. If a quoted market price is not available, the fair value of the
investment is estimated using generally accepted valuation methods such as discounted
cash flow techniques or net asset value or market price of similar investments.

Investments held for trading and investments available-for-sale are recognized/
derecognized on the trade date i.e., on the date the company commits to purchase/sell
the investments. Investments held to maturity are recognized/derecognized on the
settlement date i.c., on the date they are transferred to/by the company.

h) Inventories

)

Inventories are stated at the lower of cost and net realizable value after making
allowance for any slow moving, obsolete or damaged items. Net realizable value is the
estimated selling price in the ordinary course of business, less the estimated selling
expenses. The cost is based on the average cost principle and includes expenditure
incurred in acquiring the inventories and bringing them to their existing location and
condition.

Receivables and other debit balances

Receivables and other debit balances are stated at their cost less impairment losses (see
accounting policy 2-J).

Impairment

Property, plant and equipment, receivables and investments available for sale are
reviewed at each balance sheet date to determine whether there is objective evidence of
impairment. If any such indication exists, the assets recoverable amount is estimated.
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b)

d)

Basis of preparation

The financial statements are presented in Kuwaiti Dinars.

The financial statements are stated at historical cost except investments held for trading,
investments available for sale and investment properties which are carried at fair value.
The accounting policies have been consistently applied by the company and are
consistent with those used in the previous year, except the accounting policy related to
investment properties.

Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and
impairment losses (see accounting policy 2-j). Property, plant and equipment are
depreciated on a straight-line basis over the estimated useful lives as follows:

Years
Building 20
Cleaning materials and containers 3-5
Tools 5
Office furniture and equipment 5
Vehicles 4-12

Intangible assets

Development or maintenance charges for computer programs are included in statement
of income except expenses charged on the company to develop certain and unique
programs which are expected to be utilized by the company within period extending to
more than one year in which case these expenses are capitalized and stated at cost and
amortized on a straight line basis over their estimated useful lives.

Investment properties

Investment properties that are held for capital appreciation or to earn rentals from
others are included in non-current assets. Investment properties are carried initially at
cost. After initial recognition the properties are re-measured at fair value determined as
the market value which is determined annually by independent valuers on individual
basis with any gain or loss arising from changes in fair value are included in the
statement income in the related period.

Properties held under operating lease are recognized as investment properties on
individual basis which are held by the company to earn rentals from others or for capital
appreciation or both. Properties held under operating lease and included in investment
properties are valued at fair value.

Till 30 September 2003, investment properties were stated at cost less accumulated
depreciation and any impairment losses. Depreciation is calculated on a straight line
basis over the estimated useful lives.

Land and properties under development

Land and properties under development are stated at cost. On completion of the
development, they are reclassified either as investment properties, land and properties
held for trading or as fixed assets based on the management intention toward the future
usage of these lands and properties.
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31 December 2004

1.

Incorporation and activities

Kuwait National Real Estate Services Company (‘‘the Company’’) is a closed Kuwaiti
shareholding company incorporated on 19 January 1980.

The extraordinary general assembly approved in its meeting held on 4 January 2004 changing
the name of the company to Kuwait National Real Estate Services & Investment Company,
Kuwaiti shareholding company (closed), amending objectives of the company and adding new
activities.

The main objectives of the company are as follows:

- Managing third parties properties and lease of real estate.

- All maintenance activities including electricity and plumbing maintenance.

- Undertaking all cleaning works and environment related services.

- Providing of real estate management services and preparing the related studies.

- Security and safety of the government and private facilities and rendering related services.

- Establishing and managing real estate investment funds inside and outside Kuwait (after
approval of Central Bank of Kuwait).

- Planning, financing and executing real estate projects offered by the Government.

- Utilizing surplus through investing in real estate companies or financial portfolios managed
by specialized parties inside or outside Kuwait

- Acquiring, selling and purchasing shares and bonds of real estate company and funds inside
and outside Kuwait.

All objectives are subject to provisions of law and in accordance with Noble Islamic Sharia
principles.

The company is domiciled in Kuwait and its principal address is: P.O. Box 26371 Safat 13124
Kuwait.

The extraordinary general assembly of shareholders approved in its meeting held on 1 August
2004 changing the companys date of financial year end from 30 September to 31 December of
each year. The financial statements include the period from 1 October 2003 to 31 December
2004.

The financial statements were authorized for issue by the Board of Directors on 2 February
2005. The shareholders of the company have the power to amend these financial statements at
the annual general assembly meeting.

Significant accounting policies

a) Statement of compliance

The financial statements are prepared in accordance with the International Financial
Reporting Standards promulgated by the International Accounting Standards Board
(““IASB”’), interpretations issued by the International Financial Reporting
Interpretations Committee (“IFRIC”) of the IASB and the requirements of the Kuwaiti
Commercial Companies Law of 1960, as amended, the companys memorandum and
articles of association.
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for the period ended 31 December 2004

Period from Year ended
1 October 2003 to 30 September
31 December 2004 2003
KD KD
Note

Cash flows from financing activities:
Proceeds from increase in capital 28,737,819 -
Bank overdrafts - (99,366)
Finance charges paid (6,480) (54,554)
Payment of long term loan (150,000) (600,000)
Net cash from /(used in) financing activities 28,581,339 (753,920)
Net increase in cash and cash equivalents 9,166,437 22,389
Cash and cash equivalents at beginning of the period/year 1,165,380 1,142,991
Cash and cash equivalents at end of the period/year 10 10,331,817 1,165,380

The accompanying notes are an integral part of these financial statements.

19



Kuwait Mational Real Estate Services & Investment Company-K.5.C. (Closed)

for the period ended 31 December 2004

Period from Year ended
1 October 2003 to 31 30 September
December 2004 2003
KD KD

Cash flows from operating activities:
Net profit 2,520,159 176,474

Adjustments:

Depreciation 444,448 378,840
Gain from sale of property, plant and equipment (4,823) (24,742)
Kuwait foundation for the Advancement of Sciences 23,342 1,712
Directors remuneration 50,000 12,000
Gain from sale of investment properties - (158,107)
Gain from valuation of investment properties (1,714,500) -
Provision for end of services indemnity 114,950 83,713
Provision for doubtful debts 24,370 -
Finance costs 17,411 54,554
Profit from investments held for trading (754.911) -
Profit from sale of available - for - sale investments (20,771) -
Income from financial institutions (351,837) -
Operation profit before changes in working capital 347,838 524,444
Spare parts and materials inventory (15,470) (4,208)
Receivables and other debit balances (22,202) 184,823
Due from related parties (1,025,042) 552
Investments held for trading (4,479,824) -
Payables and other credit balances (230,382) (122,920)
Due to related parties (21,093) (272,647)
Cash flows (used in)/ from operating activities (5,446,175) 310,044
Payment of end of service indemnity (161,209) (92,545)
Net cash (used in)/from operating activities (5,607,384) 217,499

Cash flows from investing activities:
Purchase of property, plant and equipment (46,333) (37,043)
Additions on intangible assets (4,600) (10,300)
Purchase of investment properties (8,350,010) -
Purchase of land and properties under development (812,000) -
Purchase of available - for - sale investments (5,623,522) -
Proceeds from sale of property, plant and equipment 7,020 24,742
Proceeds from sale of investments properties - 550,000
Proceeds from sale of available - for - sale investment 1,020,771 -
Income received from financial institutions 1,156 -
Decrease in retained deposits - 31,411

Net cash (used in)/from investing activities

18

(13,807,518)

558,810




Kuwait National Real Estate Services & Investment Company-K.8.C. (Closed)

*SIUQUIRIL)S [BIOURUL 9sdY]} JO Jaed [eIgojul ue dre sajou SurKueduwodde ay |,

1L9°810°€€E 95T°08T°C LT9°6S b6E 6EE P6E 6EE 000°000°0€

- (05€°650) - 0S€°65C 3 -

- (05€°657) - - 0S€ 65T :

6S1°0TS°C 6S1°0TS°T - - - -

LT9°6S - LT9°6S - - -

000°SLY" 6T - - - - 000°SLY 6T

$88°€96 L6L'8LT - v70°08 #70°08 000°5TS

- (610°61) - 61061 - :

- (610°61) - - 610°61 -

YLV 9LT PLY OLI - - - -

11+°L8L 19€°0b1 - $T0°19 $T0°'19 000°5TS

a a ad a ad a

[elo], sguruied dN[eA IIej ul QAIISAI JAIISAI ended
paure)oy S9dueyd dApenuIN) AIe)un|o A L10)me)s AIBYS

$00T 19quIdI( [€ I& duejeyq
OAIOSAI AIBJUN[OA 0] JQJSUBRI],
OAISAI A10INJEIS 0 IJSUBI],

pourad oy 10¥ 1y0id 19N

SJUQUWIISIAUI J[BS - 10]
- J[qB[IBA® JO 9N[BA IIRJ UI Sa3UBYD
[edes areys ul oseaIoU]

€00T 1quadag (¢ Je dueey
9AI3SaI AIBIUN[OA 0} JQJSUBI],
QAIASAI A10IM)BIS 0] J9JsueI],
JeaA o3 10J 1yoid joN

700T 1quaydag (¢ Je dueey

#00C 12quia2a(J [ £ papua poriad 1of

17
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for the period ended 31 December 2004

Period from

1 October 2003 to Year ended
31 December 2004 30 September 2003
Note KD KD
Net rental income 16 75,829 23,281
Profit from sale of investment properties - 158,107
Gain from valuation of investment properties 1,714,500 -
Profit from financial investments 17 775,682 -
Net profit from property management and main-
tenance of properties 18 170,795 89,077
Net profit from construction contracts 19 26,213 12,907
Net profit from cleaning contracts 20 105,785 160,158
Administrative expenses and other charges 3&21 (591,166) (259,942)
Provision for doubtful debts (24,370) -
Other operating income 22 4,823 61,152
Net operation profit 2,258,091 244,740
Net income/(charges) from financial institutions 335,410 (54,554)
Contribution to Kuwait Foundation for the Ad-
vancement of sciences (23,342) (1,712)
Directors remuneration g3 (50,000) (12,000)
Net profit 2,520,159 176,474
Earnings per share (fils) 24 10.56 33.61

The accompanying notes are an integral part of these financial statements.
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as at 31 December 2004

Note 31 December 2004 30 September 2003
KD KD

Assets
Property, plant and equipment 3 1,517,848 1,918,160
Intangible assets 14,900 10,300
Investment properties 4 10,514,510 -
Land and property under development 5 812,000 -
Available - for - sale investments 6 4,683,149 -
Total non-current assets 17,542,407 1,928,460
Spare parts and materials inventory 49,468 33,998
Receivables and other debit balances 7 652,902 304,389
Due from related parties 8 1,043,798 18,756
Investments held for trading 9 5,234,735 -
Cash and cash equivalents 10 10,331,817 1,165,380
Total current assets 17,312,720 1,522,523
Total assets 34,855,127 3,450,983
Shareholders equity and liabilities
Share capital 11 30,000,000 525,000
Statutory reserve 12 339,394 80,044
Voluntary reserve 13 339,394 80,044
Cumulative changes in fair value 59,627 -
Retained earnings 2,280,256 278,797
Total shareholders equity 33,018,671 963,885
Employees end of service indemnity 345,785 392,044
Non-current portion of long term loan from re-
lated party 14 - 250,000
Total non-current liabilities 345,785 642,044
Current portion of long term loan from related
party 14 - 600,000
Payables and other credit balances 15 1,440,626 1,147,666
Due to related parties 8 50,045 97,388
Total current liabilities 1,490,671 1,845,054
Total liabilities 1,836,456 2,487,098
Total shareholders equity and liabilities 34,855,127 3,450,983

The accompanying notes are an integral part of these financial statements.

WBa}rak Al-Mutair Rasheed Al-Tabtabae
airfian ©

Deputy Chairman

Waleed A. Al-Azzaz
General Manager
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The Shareholders
Kuwait National Real Estate Services & Investment Company-K.S.C. (Closed)
State of Kuwait

Independent auditors report

We have audited the accompanying balance sheet of Kuwait National Real Estate Services &
Investment Company K.S.C. (Closed) (‘“‘the company’’) as at 31 December 2004, and the related
statements of income, changes in shareholders equity and cash flows for the period from 1 October
2003 to 31 December 2004.

Respective responsibilities of management and auditors

These financial statements are the responsibility of the companys management. Our responsibility is to
express an opinion on these financial statements based on our audit.

Basis of opinion

We conducted our audit in accordance with the International Standards on Auditing. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
the company as at 31 December 2004 and of the results of its operations and its cash flows for the year

then ended, in accordance with International Financial Reporting Standards promulgated by the
International Accounting Standards Board.

Other regulatory matters

We further report that we have obtained the information and explanations that we required for the
purpose of our audit and the financial statements include the information required by the Kuwait
Commercial Companies Law of 1960, as amended, and the companys articles and memorandum of
association. In our opinion, proper books of account have been kept by the company, an inventory
count was carried out in accordance with recognized procedures and the accounting information given
in the board of directors report agrees with the books of account. We have not become aware of any
contravention, during the period ended 31 December 2004, of the Kuwait Commercial Companies Law
of 1960, as amended, or of the companys articles and memorandum of association that would
materially affect the companys activities or its financial position.

Qais M. Al Nisf

Licence No. 38 “A”

Of KPMG Al Nisf & Partners
Member firm of KPMG International

Kuwait: 2 February 2005
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Thanks God, and God s Peace and Blessing upon the Prophet, his family and his companions

Shareholders of the Kuwait National Real Estate Services & Investment Company

Dear Sirs,

Based on the engagement contract concluded with us, we have audited the contracts and transactions made by
the company in order to state an opinion regarding the commitment of the company to the provisions of the
Islamic Sharia as mentioned in the legal opinions, instructions and resolutions issued by us during the period
starting from 01/07 to 31/12 2004 AD.

The responsibility to perform the contracts and transactions according to the provisions of the Islamic Sharia as
indicated by us, shall be born by the company. Our responsibility is limited to stating an independent opinion
concerning the commitment of the company to these provisions based on our audit.

We have performed our audit according to the restraints criteria issued by the Accounting and Review Authority
of the Islamic Financial Establishments which require from us planning and making audit and review in order to
obtain all the information, explanations and resolutions that we deem necessary to provide us with proves
sufficient to give us a reasonable confirmation that the company is committed to the provisions of the Islamic
Sharia as indicated by us.

We have done our audit based on the examination of all kinds of contracts and transactions performed during
this period and we think that the audit operations performed by us provided us with an appropriate grounding to
state our opinion.

In our opinion, the company is committed to perform the contracts and transactions during the determined
period according to the provisions of the Islamic Sharia as stated in the legal opinions, instructions and
resolutions issued by us during the said period and we did not find any legal violations contradicting with this
opinion.

As for the Zakat, and according to the company s declaration, the part of the passed period of the financial year
ending 31/12/2004 will be added to the part of the financial year ending 31/05/2005.

Leal Control Authority
Dr. Abdul Raqzzak Khalifa Al Shaiji Dr. Issam Khalaf Al Anzi Dr. Abdul Bari Muhammad Ali Mashaal
Head of the Authority Member Executive Member
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The return on equities was 7.6%. Share profitability on 31.12.2004 was fils 10.56,
bringing us a noteworthy mention of the overall increase in the company s capital from
KD 29,500,000.000 to KD 30,000,000.000 in April 2004.

With an optimistic and confident stride towards the coming fiscal year of 2004 2005,
the company s management has set out to diligently attend to all the imperative
conditions required for listing the company shares in the second quarter of 2005.

Finally, on behalf of the Board of Directors and myself, I would like to express, my
sincerest gratitude and heartfelt appreciation to His Highness the Amir of Kuwait
Sheikh Jaber Al-Ahmad Al-Jaber Al-Sabah, His Highness the Crown Prince Sheikh
Sa’ad Al-Abdullah Al-Salem Al-Sabah, His Highness The Prime Minister Sheikh
Sabah Al-Ahmed Al-Jaber Al-Sabah for their generous patronage and continued
support of the Kuwaiti economy.

I take this opportunity to also thank all the employees of the company, for their
invaluable in-put which has directly contributed towards the distinctive achievements
of the company. I also wish each of them continued success and good health.
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Dear Shareholders,

We are at that time of the year when it gives me immense pleasure to address you on
behalf of the Board of Directors, with the annual report of Kuwait National Real
Estate Services and Investments company for the fiscal year 2003 -2004.

The capital markets saw a definitive up-swing which had an indelible influence on the
company s encouraging capital growth. The remarkable changes for the better, in the
political and regional environment gave the Kuwaiti economy a much needed boost,
which was supported by an unprecedented improvement in oil prices, a surplus in the
State balance sheet and the provision of substantial liquidity on the Kuwaiti Financial
Market. Furthermore, Kuwait s strategic position as the main access point to Iraq
contributed effectively and positively to the Kuwaiti economy in general.

The year 2004 showed a continued grow qualitatively and quantitatively in the local
real estate market, which asserted a considerable effect on the demand for the
construction of real estate projects, notably commercial projects.

Kuwaiti companies experienced a surge in their financial results due to the allocation
of the highest number of projects to the Private Sector according to the B.O.T system.
This was a positive outcome attributed to the continuous encouragement of the State s
government to the Private Sector to contribute towards the construction and
management of projects.

Internally the company s Board of Directors focused their management skills on
defining a planned strategy for two main issues. The first strategy was to restructure
the financial, administrative and human resource management within the company,
the aim being to employ competent employees, especially Kuwaitis and to maximize
their professional out-put by providing them with advanced support systems. This
strategy paid off rich dividends with the approvals and signing of several contracts for
managing, maintaining and operating real estate properties.

The second strategy focused on the implementation of new activities within the
company so as to conform to the objectives added to the company, thus creating a
balance between the out-flow and in-flow of the company s resources and assets
respectively and achieving minimal risk and optimal profit levels.

On this progressive note, I am pleased to present the financial results achieved for the
fiscal year 2003 2004 that have shown a graphic growth with total revenues peaking at
KD 5,878,811.000 and net profits topping off at KD 2,520,159.000. The total assets of
the company rocketed from KD 3,450,983.000 in 2003 to KD 34,855,127.000 in 2004
and the total equities followed suit, from KD 963,885.000 in September 2003 to KD
33,018,671.000 at the end of 2004.
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