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Chairman’s Message

Dear honored Shareholders,

On behalf of the Board of Directors, it is my great pleasure to present to you the 2005 annual
report of The Commercial Real Estate Company including the most important accomplish-
ments and achievements during the year, in addition to the financial statements, the auditors’
report and the report of the Shari’a Board for the financial year ending 31st of December, 2005.

Ladies and Gentlemen, during the year 2005, Al-Tijaria continued its strong performance
with the objective to achieve the highest returns available to its shareholders. These accom-
plishments that have been achieved are the outcome of a carefully developed and adopted
strategy. This strategy has led to the increase in net profit for the company in 2005 to KD 33
million in comparison with KD 26.9 million in 2004. Also, the shareholders’ equity had
increased by 5% in 2005 in comparison with 2004. The assets of the company increased from
KD 234 million in 2004 to KD 284 million in 2005.

Therefore, and based on Al-Tijaria performance and results for the year ending 31st
December, 2005, the Board of Directors is recommending the distribution of 10% cash divi-
dends and the distribution of bonus shares by 10% of the total company’s capital.

Ladies and Gentlemen, the year 2005 was another distinguished year for Al-Tijaria. As the
company maintained its growth, accompanied with expansion in its scope of businesses, and
strengthen its portfolio of real estate properties and investments, all for the purpose of diver-
sifying its assets and minimizing the risk exposure. This will help us achieve the best results
for our shareholders, in addition to pursuing the best methods in achieving our objectives.

Al-Tijaria is implementing a conservative strategy which is focused on measuring risk for its
projects and investments for the purpose of seeking the best available opportunities. The
strategy will have a great positive impact on the company’s future, which was not fully
exploited in the year 2005, but the seeds of this future has already been linked to the year
2005. This strategy confirms the fixed steps that has been taken towards more prosperity, suc-
cess, and revenue generating.

At the beginning, Al-Tijaria had focused its investments and activities within the State of
Kuwait. The focus was set on the real estate sector. In addition to that, different sectors in the
services area has been entered; like the medical sector, and the educational sector and other
sectors. This focus on the selected sectors has contributed and will have considerable effects
on the sources of revenues in the future.

Also, the company has started seeking the best available investment opportunities in one of
the most viable sectors in the world. The medical and healthcare services sector. The compa-
ny has finally concluded the establishment of Al-Shifa’a Al-Kuwaitia Medical Care Services
Company, which will play a core role in Al-Tijaria new strategy to invest in this essentially
important, and vital sector. Also, Al-Tijaria has completed all the required studies concern-
ing the commencement of constructing and operating an integral maternity and pediatrics
hospital, in alliance and cooperation with one of the most reputable medical centers in the
world, the University Medical Center Hamburg-Eppendorf in the Federal Republic of
Germany, which will be owned by Al-Shifa’a Al-Kuwaitia Medical Care Services Company.

Al-Tijaria had also invested in the sector of educational services, by joining forces with the
International Integrated Educational Services Company which is licensed for the establishing
and operating an integral college that implements the Australian educational system.



And for the purpose of adding new forces for work in the real estate sector, Al-Tijaria had established two
real estate companies, Al-Motajarah Real Estate Company and Al-Areen Real Estate Company, as it is
expected from those two companies to have an essential role in the real estate sector in the State of Kuwait.

The company added during the year new assets described as being landmarks in the local real estate market
by acquiring distinguished real estates properties. Above that, Al-Tijaria had also acquiring different stakes
in several promising companies in various sectors and activity fields within and complementing the scope
of its activities.

The year 2005 marked the first steps of Al-Tijaria outside the geographic borders of the State of Kuwait. For
the purpose of geographically expanding its activities to the markets of the Gulf Cooperation Council
Countries (especially the Kingdom of Saudi Arabia, the Kingdom of Bahrain, and the United Arab Emirates
- State of Abu Dhabi), where The company had invested in one the most important projects in the Kingdom
of Saudi Arabia, at The Holy City of Makkah, where the investment had targeted the real estate and invest-
ment sectors specifically.

Al-Tijaria had also entered in a group of strategic partners, and contributed in major investments in the
Kingdom of Bahrain such as the establishment of an investment bank which started its activities in the last
quarter of 2005. In addition to that, a high grade project in the Kingdom of Bahrain is expected to have a
very high value after the completion of its construction and the start of its operations, both in the Kingdom
of Bahrain and the region as a whole.

Also, a land was purchased at Hamad City in the Kingdom of Bahrain, where a team is currently reviewing
and studying the best alternative to develop this land.

Al-Tijaria, and for the first time in its history, had issued Islamic Sokuk for a total value of $100 million.
The subscription witnessed a huge demand from investors, which is a clear evidence for the confidence of
investors in our company.

Dear Shareholders, our dependence on God, and thereafter our wisdom and serious studies for the benefit
of your company, through a strategy that was set for the success and the achievement of the best returns, has
all the reflections of the methods approved and implemented by the Board of Directors.

We renew our promises that we have achieved. The continuity for of the company in the achievement of high
revenues, the growth of its performance indicators is an evidence of the strength, power, and success of the
strategy set and the financial position of the company, particularly in markets with intense fluctuation.

We are following the path set by our beloved His Highness Sheikh Jaber Al-Ahmad Al-Jaber Al-Sabah, may
his soul rest in peace, and His Highness Sheikh Saad Al-Abdullah Al-Salem Al-Sabah, and under the high
directions and wisdom of His Highness the Amir of Kuwait Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah,
His Highness the Crown Prince Sheikh Nawaf Al-Ahmad Al-Jaber Al-Sabah and His Highness the Prime
Minister, Sheikh Nasser Al-Mohammad Al-Ahmad Al-Sabah, may God preserve them all.

Finally, I would like to thank all of you for the confidence, which is of a great support to us in our path and
I would like to thank the members of the Board for their valuable contribution in the achievement of this
performance and these revenues. I also want to thank all the employees in Al-Tijaria for their major efforts
resulting into a high performance of which we are all proud of. We ask God to grant us success for the
achievement of the objectives and direct our steps for the benefit of our company and our country Kuwait.

N
~

Abdul Fatah Mohammad Rafie Marafie

Chairman & Managing Director
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Financial Ratios

Assets & Shareholders’ Equity

Total Assets (Millions)
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Financial Ratios

Share Profit

Earning per share (Fils)

30 28.30

2 22.71
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2004 2005

Profitability & Returns

Return on Equity (%) Net Income ( Millions)

17% 17.0% 35 33.1

15% 14.5%

13%

11%

9%

7%

5%

2004 2005
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The Shareholders of the Commercial Real Estate Co.
Dear Sirs,

According to the commitment contract signed with us, we checked the contracts and transactions conclud-
ed by the company to give our opinion concerning the commitment of the company towards the provisions
of the Islamic Sharia’, as already stated in the opinions, directions and legal resolutions issued by us during
the period ending on 31.12.2005.

The liability of observing the provision of Islamic Sharia as stated by us in the execution of the contracts
and transactions shall be borne by the Administration of the company and our liability is limited to giving
an independent opinion concerning the commitment of the company thereto according to our audit.

We performed our audit according to the standard measures issued by the Accounting and Review Authority
of the Islamic financial establishments requiring planning and performance of audit procedures and review
to obtain all information, interpretations and declarations considered necessary to provide us with sufficient
proofs for a reasonable confirmation that the company is bound to the provisions of the Islamic Sharia’ as
stated by us.

According to our request to confirm that the contributions of the company in other companies are confor-
mant to the provisions of the Islamic Sharia’, the company confirms that it will study the positions of the
companies in which it contributed to ensure their conformity to the Sharia standards approved by us upon

the issue of the financial reports of these companies and checking the final results thereof.

In our opinion, the company, during the specified period, performed its procedures to guarantee the com-
mitment of the execution of the contracts and transactions Sharia Audit Committee in accordance with the
provisions of the Islamic Sharia’ as stated by the opinions, directions and legal declarations issued by us dur-

ing the specified period.

Dr. Abdul Razzaq Khalifah Al-Shayji Dr. Essam Khalaf Al-Enezi Dr. Abdul Bari Mohammad Ali Mushel
Head of Committee Member Executive Member

13
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Kuwait Trade Center (KTC) is a gem in the heart of the city. It brings an added
dimension to the business area of the city. The project is situated on Al-Sour street,
and its 41 floors overlook Al-Sour gardens. KTC is a commercial complex con-
sisting of a basement, ground floor, mezzanine, first floor, which includes com-
mercial shops, restaurants, places of entertainment, health club and a swimming
pool and office tower of 35 floors. Every six floors there is an internal garden. The
building is equipped with all the most up to date services and systems.

The project is under construction, concrete works for the basement, the ground
floor and both mezzanines are completed along with the related electro-mechani-
cal services. The work is in progress according to the project work program.



Symphony Hotel and Complex consists of two towers; a tourist hotel with 20
floors and an office tower with 12 floors. The project also includes a commercial
complex of four floors containing commercial shops, restaurants, cafes and health
club. The project over looks Arabian Gulf Street to the north, and Salem Al-
Mubarak Street to the south in Salmiya district with a total area of 11,749m?.

The main construction packages had been awarded, mobilized and started on site.
The concrete skeleton is in the last stage as the casting works from the second
basement up to the 14th floor is completed. The electrical and mechanical works
along with the architectural finishing are also in progress in all the project zones
and floors. Moreover, the hotel operation has been signed with a well reputed

international hotel management firm.

17
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The Dome entertainment project is situated on the coastal road in Abu Halifa
district, and spreads over an area of 9897.5 m* The project has a very distinc-
tive design. Its proximity to a commercial district made this entertainment
project attractive to those wishing to make a different type of investment with
a new style.

The project consists of two floors; the ground floor with an area of 4525 m* and
the basement with an area of 4193 m?. The huge entrance lobby leads to a big hall
under the dome which leads to a group of restaurants and cafes. The basement
includes a big area for video games, bowling area, billiards hall and cafes over-
looking the central area which has beautiful water feature. The building has a
panoramic elevator and escalator that connects the basement with the ground
floor. The project has full utilities and a car park.

The project is almost completed, all the external cladding and most of the inter-
nal finishes are completed, as well as the electro-mechanical works. The project
is under the process of handing it over to the Kuwait Municipality.
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The Al-Shorouq Tower 2 is a commercial office building alongside Jaber Al-
Mubarak Street in Sharq area, next to Shorouq Tower 1. Together they form a

complex with a distinctive architectural aspect.

The project consist of 21 typical floors, which includes offices, a mezzanine level,
ground floor, basement, trade shops, in addition to a floor for mechanical and elec-
trical services. The project is under construction. The second floor concrete slab
has been casted and the work for the concrete skeleton of the remaining floors is
in progressing along with the mechanical and electrical services. The work is pro-

gressing according to the approved Time Schedule of the project.

19
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Al-Bodour Tower

Al-Bdour Tower is located at Ahmad Al-Jaber Street in Sharq on a total plot area 315 m>.
The project is located at the heart of Kuwait city which harbor all the government and com-
mercial activities.

The tower is a combination of offices in 17 floors excluding the commercial shops which
are located at the basement floor, ground floor and mezzanine floor.

The building is equipped with high standard mechanical and electrical services, three sup-
per deluxe high speed elevators and provide several services operated by an emergency

diesel generator, and external window cleaning system.
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A residential complex located in Bneid Al-Gar area, overlooking on the gulf street (occu-
pation rate is full). It consists of 16 floors, each one includes five flats, four of them have
2 bedrooms (Model 1) and one flat consists of 3 bedrooms (Model 2). All flats overlook on
the gulf, the first modal flats include: hall, 2 rooms, two baths and guest toilet, full kitchen,
waiter room. The Model (2) include: hall, 3 bedrooms, 3 bathroom, guest toilet, full kitchen
and maid’s room. The third model is 6 villas No. The complex is provided with the follow-

ing services:

e Reception hall & seating at ground floor.

e Two floors for underground car parks.

e Swimming pool for adults and children.

e Squash and tennis playgrounds.

e A hall equipped with all sports equipment gym.
e Maintenance & guard around the clock.

21
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X-Zone Project

The X-Zone entertainment project is located in Abu-Halifa district facing the coastal road
with plot area of 5,940 m* The design provides an opportunity for family gatherings
among different activities. The project consists of basement floor, ground floor and mez-
zanine floor containing restaurants, coffee shops, games area, other advanced entertain-
ment activities and also includes two level car park. The first phase work is in the process
of tendering.



Residential Project located on a plot area 7,950 m? facing the Fahaheel Express Road in
Mahboula.

The design consists of two buildings, 12 floors each. The design consists of two and three
bedroom apartments, penthouses and town houses. In contrast to the desert landscape, the
Oasis landscape is created in the center of the project to provide a unique experience with
swimming pools, children paradise island, waterfall. It also includes other activates such as
tennis courts, gymnasium and commercial shops.
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Green Hills Complex

Green Hills Project is a residential building located in Mahboula with an area of 5,373 m*
250% FAR adjacent to Fahaheel Expressway. Contains 15 floors and basement 1 & 2. This
project consists of a mix of different dwelling units such as individual townhouses, 2 bed-
room, 3 bedroom units and penthouses. As well as outdoor and indoor recreational com-
ponents. For example, health club, squash court, swimming pools, kids play area and land-
scaped area.
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This is a new concept for leisure facilities which offers unparalleled luxury. Kuwait Hilton
Resort has a five star rating. It is situated on one of the best parts of the Kuwaiti coastline
and has a long clean sandy beachfront. This resort offers the complete package for the dis-
cerning guest who expects the best of everything. There are many luxurious rooms and fur-
nished chalets, 52 residential chalets and 12 Royal chalets in addition to studio rooms,
5 restaurants, a health spa, and sports club.

Hiltonia

@

Wit Hilton

the places you'd rather be S Kuwait Resort
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Within the projects in which the Commercial Real Estate Co. contributed outside the State
of Kuwait on B.O.T system, Ain Athari park project in participation with the markets
complexes and Gulf Construction Co. (Bahrain).

It is located at the Kingdom of Bahrain, Sheikh Essa Ben Selman Street, 5 minutes away
from the Bridge of King Fahd. The surface of the project is of 170,000 square meters, join-

ing several entertainment means, commercial centers, halls and restaurants.

It is expected to have a special position in the Kingdom of Bahrain, because of its unique
components with no other competitor in any other project at the Kingdom, in addition to
the location of the project considered a historical sign in Bahrain and Gulf countries.



Directly on the squares of the sanctuary, few steps away from the Kaaba, Hajer Tower is
one of the house towers project, on the door of King Abdul Aziz, for a category of people
honored by the Islamic religion and seeking the possession of a new house at the threshold
of the Kaaba.

Hajer Tower is formed of 31 floors, 10 floors of which are occupied by Movenpick Hotel,
and the remaining floors are considered a complex of furnished hotel apartments, available
for possession throughout the year. The most important privilege of Hajer Tower is the
Administration of Movenpick Hotel that assumes the service of the residential apartments to
grant their owners, throughout their residence period, a special feeling of high hotel service.

21 floors of hotel apartments, of which the possession will have a perfect opportunity for
rituals and pious deeds away from any occupation because the provision of absolute com-
fort will be of the specialization of Hajer Tower Administration.

The investment of the Commercial Real Estate Co. in Hajer Tower forms a special addition
of valuable investments, in accordance with the strategy of development in the region.
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The Commercial Real Estate Company K.S.C. (Closed)
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Bader & Co. PricewaterhouseCoopers

P.O. Box 20174, Safat 13062 P. O. Box 25578, Safat 13116, Kuwait
Dar Al-Awadi Complex, 7th Floor Al Shaheed Tower, 4th Floor

Ahmed Al-Jaber Street, Sharq - Kuwait Khaled Ben Al-Waleed Street,
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Facsimile (965) 2408855 Tel +965 2426 999

E-mail: pwc.kwt@kw.pwc.com Fax +965 2401 666

The Commercial Real Estate Company K.S.C. (Closed)
State of Kuwait

Independent auditors’ report to the shareholders

We have audited the accompanying consolidated balance sheet of The Commercial Real Estate Company
K.S.C. (Closed) (“the Parent Company”) and its subsidiary (together referred to as “the Group”) as of 31
December 2005 and the related consolidated statements of income, changes in equity and cash flows for the

year then ended.

Respective responsibilities of management and auditors
These consolidated financial statements are the responsibility of the Parent Company’s management. Our

responsibility is to express an opinion on these consolidated financial statements based on our audit.

Basis of opinion

Except as discussed in the following paragraph, 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 consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements. An audit also includes assessing the accounting principles used and significant esti-
mates made by management, as well as evaluating the overall consolidated financial statements presenta-

tion. We believe that our audit provides a reasonable basis for our opinion.

As discussed in note (9.1) to the consolidated financial statements, the Group has recorded its shares in joint
investment portfolios managed by others by an amount which is less than the amount referred in portfolio
manager’s report by KD 22,403,387 as of 31 December 2005 (KD 6,188,937 - as of 31 December 2004).
As the portfolio manager did not confirm components of the portfolios, basis of valuation and any related
obligations and as we could not perform an alternative audit procedures to satisfy ourselves, we were unable

to verify validity of the valuation of these portfolios as of 31 December 2005.



Opinion

In our opinion, except for the effect of such adjustments to the consolidated financial statements, if any, as
might have been determined to be necessary had we been able to examine evidence regarding the assertions
referred to in the above mentioned paragraph, the consolidated financial statements present fairly, in all
material respects, the financial position of the Group as of 31 December 2005, and of the results of its oper-
ations, and cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Furthermore, in our opinion proper books of accounts have been kept by the Parent Company and the finan-
cial information included in the report of the Board of Directors are in agreement with Parent Company’s
books of account. We further report that we obtained the information and explanations that we required for
the purpose of our audit and that the financial statements incorporate all the information that is required by
the Commercial Companies Law of 1960, as amended, and by the Articles of Association of Parent
Company, that an inventory was duly carried out and that, to the best of our knowledge and belief, no vio-
lations of the Commercial Companies Law of 1960, as amended, or of the Articles of Association of the
Parent Company have occurred during the year ended 31 December 2005 that might have had a material

effect on the Group’s consolidated financial position or on its consolidated results of operations.

|5 |

VA N ©

Bader A. Al-Wazzan Qais M. Al-Nisf
Licence No. 62A Licence No. 38A
Bader & Co. PricewaterhouseCoopers Moore Stephens Al-Nisf & Partners

Member firm of Moore Stephens International
Kuwait:
11 March 2006
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As of 31 December 2005

(All amounts are in Kuwaiti Dinars)

Assets

Non-current assets

Property, plant and equipment

Projects in progress

Investment properties

Investment in unconsolidated subsidiaries
Investment in associates

Goodwill arising from acquisition of a subsidiary
Investment in joint project

Auvailable for sale investments

Current assets

Land and real estate held for trading

Inventory

Receivables and other debit balances
Investments at fair value through profit and loss

Cash and cash equivalents

Total assets

Note

4 o wn A W

10

11
12
13

2005 2004
(Restated)
31,865,950 33,927,759
34,327,689 32,269,719
77,598,000 45,436,000
3,000,000 -
25,945,685 25,436,419
371,833 371,833
7,893,782 -
46,342,398 46,521,344
227,345,337 183,963,074
35,410,501 36,444,126
96,888 109,768
14,217,072 6,530,273
1,738,976 851,110
5,184,598 5,759,128
56,648,035 49,694,405
283,993,372 233,657,479
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As of 31 December 2005

Note 2005 2004
(Restated)
Equity and liabilities
Equity
Share capital 14 121,882,520 121,882,520
Treasury shares 15 (12,446,360) (9,135,490)
Statutory reserve 16 11,986,847 8,598,280
Voluntary reserve 17 9,165,505 5,776,938
Change in fair value reserve 22,734,598 21,988,029
Group’s share in associates’ reserves 5,289,429 5,254,665
Gain from sale of treasury shares 12,643 12,643
Retained earnings 36,167,990 31,299,205
Equity attributable to shareholders’ of the Parent Company 194,793,172 185,676,790
Minority interest 2,041,859 1,324,868
Total Equity 196,835,031 187,001,658
Non-current liabilities
End of service indemnity 649,123 483,901
Term financing — Non current portion 18 43,403,176 14,287,476
44,052,299 14,771,377
Current liabilities
Payables and other credit balances 19 19,598,319 11,512,966
Term financing — Current portion 18 23,507,723 20,371,478
43,106,042 31,884,444
Total equity and liabilities 283,993,372 233,657,479

— . 7} ]
1 ;@j |
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~
Abdul Fatah M.R. Marafie Adwan M. Al-Adwani
Chairman and Managing Director Vice Chairman

The accompanying notes from 1 to 37 an integral part of these consolidated financial statements
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For the year ended 31 December 2005

(All amounts are in Kuwaiti Dinars)

Note

Profit from investment properties 20
Profit from land and real estate held for trading 21
Hotel income 22
Profit from investments at fair value through profit and loss
Administrative expenses and other charges

Depreciation of property, plant and equipment

Foreign currency exchange differences

Other operating income

Operating profit

Profit from available for sale investments 23
Amortization of goodwill

Profit from investment in associates 24
Finance charges

Contribution to Kuwait Foundation for

the Advancement of Science “KFAS” 25
National Labour Support Tax

Board of directors’ remuneration 26
Net profit for the year

Attributable to :

Shareholders of the Parent Company

Minority interest

Net profit for the year

Earnings per share (Fils) 28

The accompanying notes from 1 to 37 an integral part of these consolidated financial statements

2005 2004
9,217,434 7,513,907
8,189,987 3,893,466
6,274,265 5,911,281
1,343,059 1,177,780
(2,500,004) (1,713,434)
(2,521,447) (2,771,039)

(118,733) -

108,848 39,573

19,993,409 14,051,534

14,185,299 15,452,979
- (933,310)

4,151,969 1,722,844
(3,792,483) (2,297,511)

(290,774) (247,315)

(685,067) (575,278)

(123,000) (102,500)

33,439,353 27,071,443
33,127,153 26,940,369
312,200 131,074
33,439,353 27,071,443

28.30 22.71




L
AL-TUARIA

]

N

"\

W

SIUQUIJL)S [RIOURUIL] PAJEPI[OSUOd 2oy} Jo 1red [erSojur ue /¢ 01 | woiy sajou Surkuedwoooe oy,

970°7€8'981 898°VTE'T  8SI°LOS'S8T TE6TT8TE  €F9°CI 90£°T9S'€  6T0'886'TT  8E6'9LL'S 087’8658 (06F'SEI'6)  0TSTSTTT  HOOT 1dqUIRA( T¢ Jo st duefeq
- - - (#6£°€95°S) - - - L69'18LT  L69'I8LT - - SOAIOSAI 0} POLIAJSUEI],
(08¢°09)  (08¢°09) - - - - - - - - - Arerpisqns ay) £q spuapIAIp yse)
(T€1°865°91) - (T€1°86591) (T€1°86S9D) - - - - - - - SpUOPIAIQ
(6L8°6LS'C) - (6L8°6LSE) - - - - - - (6L8°6LSE) - sareys Amsea) Jo aseydIng
(T66'TTL'D) PLO'TEL  (990°7S8'T)  69€°0V6'9T - 90€795°c  (I%L'9SE'€E) - Teak d) 10J AWOOUT PASIUZ0IAI [EIO],
EPPILOLT PLOTEL  69E°0V6'9C  69€°0V6°9T - - - - - - - 1eak oy 1oy arjoxd JoN
(Ser'v6L'60) - (Ser'voL'60) - - 90£°79S'e  (IFL'9SE'€E) - - - - fymba ur Apoaurp pastugooar safueyd joN
90€79S‘c - 90£79S‘¢ - - 90£79S‘¢ - - - - - SOAJISAI SAJLIO0sSe Ul Areys s, dnoin
(189°965°ST) - (189'965°G1) - - - (189'96S°ST) - - - - SJUUISOAUT [es 0] d[q[TeAL JO O[es
WOIJ dWOJUL JO JUIWALIS 0) PALIJSURL],
(090°09L°L1) - (090°09L°L1) - - - (090°09L°L1) - - - - SJUQUISIAUL J[es 1O d[qe[IeAL
Jo onpea Irej ur a3uey)
607'€6L60T PLI'VSTT — SET'6ES'B0T 680°€H08T  €¥9°CI - OLLPPE'SS  THT'S66T  €8S918'SC  (119°GSSS)  0TST8STTI  €00T 12qUIadA( [¢ Jo st duefeq
saaeys
%h——mﬂvb SIAJISAI
Jo 9fes (SIBIDOSSB  IAIISAI
mw—__:.:wo oy ur aJaeys Injea JIrejy JAJISAI JAJISAI saaqeys _Na_awo
FLEREININ #1107, paurejoy  uren s,dnoag urdguey) Areyunjop  Aroyme)§  AInseal]  dIeys
®107, Kyroury Kuedwo)) JudIed 3y} Jo sIAP[OYdIeys 0} Aqeynqrie Aynby

(SIeur( nremny| ur ale syjunowe [[v)

G00T 1qUIRdR(] [§ POPUR ek oy} 10,

35




SJUSWRIR)S [BIOURUILY PAJBPIOSUOD 3say) Jo Jaed [eiSajur ue /¢ 0) | woiy sajou Surkuedwosoe ay ],

1€0°GE8°961 6S8°THOT  TLI'E6LYOT 066'L91°9E  €¥9°TI 6T7'68T'S  86STELTT S0S'S91'6  L¥8'986°TT (09E9FFTI) 0TSTSSITI  SOOT 1PqUIDN( T JO Se due[eq

- - - (PET'LLLO) - - - L9S°88€°C  L9G88¢EE - - SOAIOSAL 0} PALIdJSUBL],
099'¢8)  (099'€8) - - - - - - - - - Arerpisqns agy £q SPUSPIAIP yse)
(YETI8Y'1D) - (YETI8Y'1D) (FPETISKIT) - - - - - - - (62 210N) Spuapialq
(oLg'01€'e) - (o801€'e) - - - - - - (0L8°01€¢) - sareys Kmsean jo aseyomg

LET'60LTE 1597008 987'806°cE  €SI°LTICE - YOLYE 69S9¥L - - - - Teak oy Joj awioou! PasuFodal [0,

€6E'6Er'ce 00TTIE eSrLelee  €SILeree - - - - - - - Teak oty 10§ 1yoxd 1N

P8L'69TT  ISH'88y  €EC'I8L - - PLE 69S9vL - - - - fymba ur £oap pastuBooar sadueyd joN

$9Lv¢ - $9Lv¢ - - Y9Lv¢ - - - - - SIAJRSAI $AIBID0SSE UT Areys s, dnoin
(9€8' 1€V YD) - (9€8' 1€V Y1) - - - (9€8' 1€V Y1) - - - - SJUSUSAUL 3[es 10 S[qe[TeAe JO 9[es woxy

AWOJUT JO JUSWJLIS 0 PALIDJSUBI],

968°999°CT  ISH'88Y SOv'8LIST - - - SOV'8LICT - - - - SJUSUNSIAUE ITes J0J
d[qe[reA® Jo anjea Jrej ur auey)

8S9°100°L8T 898FTET  06L9LI'G8T SOT66TIE  £¥9°TI S99FST'S  670'886'TC  8E6'9LL'S 087’8658 (06¥'SEI'6)  0TSTSSTTI (paressay)
$007 1oquIada(T ¢ JO Se aouefeq

- - - (9L1°090°D) - 9LT090'T - - - - - (€€ 910N) sarero0sse ay Jo

SJUWIAJL)S [BIOUBUL} AU} UL
JUQUI)SIAUI JO UOTRIJISSL[IAI JO JOT
7€9°691 - 7€9°691 (165°79%) - €81°7€9 - - - - - (€€ A10N) JuaunsaAUL
JO UOTBOIISSE[OAT JO 1033
970°TE8'981 898FTE T 8SILOS'S8I TE61T8TE  €v9°TI 90€T9S°C  6T0'886°1C  8E6'9LL'S 087’8658 (06F'SE1°6)  0TSTYITI (paj10dax Kjsnoiraxd se)
$007 1OqUIdNI(] [¢ JO Se dueeyq
saqeys
AINSear)  SIATISAI
Jo aes (SABIOSSE  IATISIL
sgurures woy uf dIeys ON[BA 1] JAIISAI 9AIISAX saxeys rended
FLEREIINE #1101, paurejoy  uren s,dnoas) urdguey) Arejunjop  Aroyme)§  AImseal],  dIeys
®l0], Kyiourjy Auedwo)) Judaed Ay Jo sIdp[oyaIeys 03 qenqLiyye Aymby

(sIeurq nremny| ur AIe SJUNOWe [[V)

G00Z ToqUIdd9( 1§ Popuo Ieak ay) 104

600 110doy [enuuy

36



PPy

& AL-TUARIA

. :\*‘
A
7 ]

For the year ended 31 December 2005

Note 2005 2004

Net cash from operating activities 36 15,987,060 10,354,563
Cash flows from investing activities

Payments for purchase of property, plant and equipment (459,638) (246,658)
Proceeds from sale of property, plant and equipment - 1,679
Payments for projects in progress (12,585,345) (10,724,206)
Investment in unconsolidated subsidiaries (3,000,000) -
Payments for purchase of investments properties (17,166,382) (46,987)
Proceeds from sale of investment properties 1,549,000 -
Investments in joint project (7,893,782) -
Investment in associates (3,507,149) (3,213,264)
Proceeds from sale of investment in associates 7,673,067 703,821
Payments for purchase of available for sale investments (8,353,690) -
Proceeds from sale of available for sale investments 10,496,440 8,974,088
Cash dividends received 1,126,729 1,522,691
Net cash used in investing activities (32,120,750) (3,028,836)
Cash flows from financing activities

Paid of liabilities arising from purchase of investment properties (418,035) -
Net proceeds from term financing 32,251,945 8,960,367
Purchase of treasury share (3,310,870) (3,579,879)
Dividends paid (9,844,210) (8,265,731)
Finance charges paid (3,119,670) (1,775,794)
Net cash from/ (used in) financing activities 15,559,160 (4,661,037)
Net (decrease)/ increase in cash and cash equivalents (574,530) 2,664,690
Cash and cash equivalents at beginning of the year 5,759,128 3,094,438
Cash and cash equivalents at end of the year 13 5,184,598 5,759,128

The accompanying notes from 1 to 37 an integral part of these consolidated financial statements
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2.1

Incorporation and activities

The Commercial Real Estate Company - Kuwaiti Shareholding Company - Closed (“the Parent
Company”) was incorporated in Kuwait in 1968 according to Commercial Companies Law. The
main objectives of the Parent Company comprise of performing various real estate, agricultural,
industrial and commercial activities, carrying out contracting, road and building construction,
including sale, purchase and lease of land and real estate property, construction of buildings, utilizing
of the financial surplus available to the parent Company by investing it in financial portfolios
managed by specialized companies and financial institutions; and establishing real estate funds and
portfolio including management of these funds for its own and for third parties. The parent
Company’s management shall carry out all its objectives for which it have been established in
accordance with the Islamic Sharia doctrines.

The head office of the parent Company is located at Jaber Al-Mubarak Street, Commercial Real
Estate Company’s Building, Sharq, P.O. Box. 4119 Safat, 13042 Kuwait.

The parent Company has been registered in the Kuwait Stock Exchange on 21 December 2004.

The consolidated financial statements for the Group include the financial statements of the Parent
Company and its subsidiary Kuwait Resorts Company —K.S.C (Closed)- which mainly engaged in
managing and operating Kuwait Helton Resort, together referred to as “the Group”.

The consolidated financial statements were approved for issue by the board of directors onl11 March
2006. The shareholders in the general assembly meeting have the right to amend these consolidated
financial statements after their issuance.

Basis of preparation and significant accounting policies

The following is the significant accounting policies used in preparation of these consolidated
financial statements. These policies have been adopted in consistency during all the years presented
in these consolidated financial statements. The group has applied the amendments on some of
International Accounting Standards that became effective from 1 January 2005. There are no effects
on the financial statements of the current year or the previous year as a result of the application of
these amendments.

Basis of financial statements’ preparation

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) under the historical cost basis adjusted by fair value of in investments
at fair value through profit and loss, available for sale and investment properties.

The preparation of consolidated financial statements in conformity with IFRS requires the use of
certain critical accounting estimates and assumptions.
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2.2

2.3

24

2.5

Basis of consolidation

Subsidiaries are those enterprises controlled by the Parent Company. Control exists when the parent
Company has the power, directly or indirectly, to govern the financial and operating policies of an
enterprise so as to obtain benefits from its activities. The financial statements of the subsidiaries are
included in the consolidated financial statements effective from the date of control commences until
the date of effective cease that control. Inter-group balances and transactions, including inter-group
profits and unrealised gains (losses), are eliminated in preparing the consolidated financial
statements. The consolidated financial statements are prepared by using unified accounting policies
for the like transactions.

Subsidiaries which are under incorporation or immaterial, subsidiaries are not consolidated and
carried in the financial statements by its cost less any impairment in value.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses
(see accounting policy 2.7). Depreciation is charged to consolidated statement of income on straight
line basis over the estimated useful lives of property, plant and equipment as follows:

Years
Buildings 17 - 20
Vehicles & decoration 5
Stationery & computers 3-6
Furniture & fixtures 5-6
Uniform, carpets, pots and tools 2
Equipment and machinery 5

The initial cost of property, plant and equipment includes cost of purchase and any directly related
cost necessary in bringing these assets to their current location and condition.

The estimated useful lives of the property, plant and equipment are reviewed periodically. If there is
a change in the estimated useful lives, this change took place starting from the year of change with
no retroactive effect.

Investment properties

Land and real estate held by the Group for the purpose of capital appreciation or for leasing it to
others are included in investment properties. Land and real estate are initially stated on acquisition
at cost and subsequently remeasured at fair value that is being determined based on market value
annually by independent valuers. Profit and losses arising from valuation are included in the
consolidated statement of income.

Investment in associates

Associates are those enterprises in which the Group owns 20% to 50% of voting rights, or generally
has significant influence on their financial, operating, and administrative policies but does not extend
to a direct or indirect control by the Group over those companies. Investment in associates are
accounted for under equity method taking into consideration impairment in value. In accordance
with equity method, the Group’s share in operating results of associates are reported in the
consolidated statement of income. Investment in associates are presented in the consolidated balance
sheet at a value that reflects the Group’s share in net assets of associates.
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2.6

2.7

2.8

Goodwill
Goodwill represents the excess of the cost of an acquisition over the Group’s share in the fair value
of the net assets of the acquired subsidiary or the associate or joint venture at the date of acquisition.

Goodwill resulting from the acquisition of subsidiaries or associates after 31 March 2004, stated at
cost less impairment losses, which reconsidered annually.

Previously, till 31 March 2004, the goodwill is stated at cost less accumulated amortization and
accumulated impairment in value.

Impairment of non financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment. Assets that are subject to amortization are reviewed for impairment whenever events or
changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell or value in
use. Impairment losses are recognised in the income statement for the period in which they arise.

Financial assets

Classification

The Group determines the classification of its financial assets at initial recognition and based on the
purpose for which the financial assets were acquired and re-evaluates this designation at every
reporting date.

Financial assets at fair value through profit and loss

This category has two sub-categories: financial assets held for trading, and those designated at fair
value through profit or loss at inception. A financial asset is classified in this category if acquired
principally for the purpose of selling in the short term or it is a part of a portfolio generates short term
profits.

Receivables

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

Available for sale assets

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

Recognition and de-recognition

Financial instruments are recognised when the Group becomes a party in a contractual agreement
of the financial instrument. Regular purchases and sales of financial asset are recognized on trading
date - the date on which the Group commits to sell or purchase the asset. Financial assets are de-
recognized when the rights to receive cash flows from the assets have expired or have been
transferred and the Group has transferred substantially all risks and rewards of ownership.
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Measurement

Financial assets are initially recognized at fair value (plus transaction costs for all financial assets not
carried at fair value through profit and loss).Subsequently, financial assets are carried at fair value.
Unrealized gains and losses arising from changes in the fair value of the financial assets at fair value
through profit and loss category are included in the income statement for the period in which they
arise. Changes in the fair value of financial assets classified as available for sale are recognized in
equity. When available for sale financial assets are sold or impaired, the accumulated changes in fair
value recognized in equity are included in the income statement.

The fair values of quoted financial instruments are determined based on current bid prices and the
fair values of un-quoted financial instruments are determined based on appropriate valuation
methods.

Impairment in value

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

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

2.9  Lands and real estate held for trading

Land and real estate held for trading are stated at cost when acquired. Cost is determined on an
individual basis for such land or real estate, cost represents the fair value of the consideration given,
plus ownership transfer fee and brokerage expenses. Land and real estate held for trading are
classified under current assets and are valued at the lower of cost or realisable value on an individual
basis. Realisable value is determined on the basis of estimated sale value, less the estimated expenses
necessary to complete the sale. Gains and losses from the sale of land and real estate held for trading
are reported in the consolidated statement of income by the difference between sale value and its
book value.

2.10 Inventory
Inventory is carried at cost net realisable value whichever is lower. The net realisable value is
determined based on the selling price less cost to complete the sale.
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2.11

2.12

2.13

2.14

2.15

2.16

Receivables

Receivables are initially recognised at fair value, subsequently, receivables are stated at amortised
cost by using the effective rate less impairment in value. The impairment in value is determined by
the difference between book value of these debts at the financial statements date and recoverable
amount for these debts which is determined by the present value of expected future cash flows taking
into account the guarantee and collaterals related to such receivables.

Cash and cash equivalents
Cash and cash equivalents represent cash on hand and at banks and with financial institutions that
mature within three months from the placement date.

Treasury share

Treasury shares represent the Parent Company’s own shares that have been issued, subsequently
reacquired by the Group and not yet reissued or cancelled. Treasury shares are accounted for using
the cost method. Under the cost method, the total cost of the shares acquired is reported as a contra
account within shareholders’ equity. When the treasury shares reissued, gains are credited to a
separate undistributable account in shareholders’ equity “gain on sale of treasury shares”. Any
realized losses are charged to the same account to the extent of the credit balance on that account.
Any excess losses are charged to retained earnings and then to reserves. Gains realized subsequently
on the sale of treasury shares are first used to offset any previously recorded losses in reserves,
retained earnings and the gain on sale of treasury shares account respectively. No cash dividends are
paid on these shares. The issue of bonus shares increases the number of treasury shares
proportionately and reduces the average cost per share without affecting the total cost of treasury
shares.

Employees’ end of service indemnity

The Group is liable under its by-laws to make payments to the employees at their end of service
through a defined benefit plan. Such settlements are made by one payment at the end of an
employees’ service.

This liability is unfunded and has been accounted for on the basis of amount payable as a result of
involuntary termination of employees’ contracts at the consolidated balance sheet date. The
management believes that this method results in an adequate approximation of the present value of
the Group’s obligation thereof.

Term financing

Finance obtained by the Group from others is recognized at fair value less transaction costs.
Subsequently such finance is stated at amortised cost. The difference between the amount collected
(less any transaction cost) and value to be paid is recognised over the contract term in the
consolidated statement of income using effective cost rate.

Provisions

Provisions are recognized in the consolidated balance sheet when the Group has a legal or
constructive obligations as a result of past events, and it is probable that an outflow of economic
benefits will be required to settle these obligations. 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 obligation.
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2.17 Payables
Payables are stated at cost, and represented in the amounts due to the Group against supplying goods
and services whether invoiced or not.

2.18 Operating lease — In case the Group is the lessor
Revenues of leased assets under operating leases are recorded on straight-line basis over the lease
contract period.

2.19 Revenue recognition
Gains and losses resulted from the sale of financial investments, investment property and land and
real estate held for trading are recognised in consolidated statement of income when sale is
completed.

Rental income from investment properties are recorded as mentioned in note (2.18).
Hotel income is reported on accrual basis and according to the management contracts signed with
the management companies.

Dividends income is recognized when the right to receive it is established.

2.20 Foreign currencies
Transactions in foreign currencies are translated to Kuwaiti Dinars at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies
are translated to Kuwaiti Dinars at the foreign exchange rate ruling at the consolidated balance sheet
date. Gains or losses on exchange are recorded in the consolidated statement of income.

As for non-monetary assets which carried by fair value, foreign exchange difference is considered
part from the change in the fair value.

2.21 Zakat
Responsibility of paying zakat lies on the shareholders and not the company.
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For the year ended 31 December 2005

4. Projects in progress

Analysis of movement over projects in progress is as follows:

Balance as of 1 January

Additions during the year

Transferred from lands and real estate held for trading (Note 10)
Transferred to lands and real estate held for trading (Note 10)
Transferred from investment properties (Note 5)

Transferred to investment properties (Note 5)

Balance as of 31 December

PPy
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2005 2004
32,269,719 19,156,329
12,585,345 10,724,206

- 6,994,220
(8,137,371) (3,578,891)
- 1,160,408
(2,390,004) (2,186,553)
34,327,689 32,269,719

4.1 Projects in progress include land amounted to KD 1,761,875 owned by a special power of
attorney as of 31 December 2005 (1,761,795 as of 31 December 2004).

4.2 Projects in progress include lands amounted to KD 7,025,990 as of 31 December 2005
(7,025,990 as of 31 December 2004) mortgaged in favour of local financial institutions

against the finance obtained by the Group (Note 18).

5. Investment properties

Analysis of movement over investment properties is as follows:

Balance as of 1 January
Additions during the year

Sales during the year

Transferred to property, plant and equipment (Note 3)
Transferred from projects in progress (Note 4)
Transferred to projects in progress (Note 4)

Change in fair value of investment properties (Note 20)

Balance as of 31 December

2005 2004
45,436,000 46,181,874
26,659,507 46,987
(1,573,000) -

- (7,000,000)
2,390,004 2,186,553

- (1,160,408)
4,685,489 5,180,994
77,598,000 45,436,000

Investment properties include properties amounted to KD 39,116,000 as at 31 December 2005

(KD 44,730,000 - as of 31 December 2004) mortgaged in favour of local financial institutions

against the finance obtained by the Group (Note 18).

This item includes properties amounted to KD 9,493,125 as of 31 December 2005, purchased with

preliminary contracts and its ownership has not transferred yet to the Group, as the ownership will

be transferred after the payment of all installments. This amount has been eliminated from the pay-

ments for purchase of buildings in the statement of cash flows.
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(All amounts are in Kuwaiti Dinars unless otherwise stated)

6.

Investment in unconsolidated subsidiaries

Percentage of

ownership 2005 2004
Al-Areen Real Estate Co. K.S.C.C 100% 1,000,000 -
Al-Mutajara Real Estate Co. K.S.C.C 100% 1,000,000 -
Al-Shefa’a Kuwaiti Medical Care Co. K.S.C.C 100% 1,000,000 -
3,000,000 -

The financial statements of these subsidiaries have not been consolidated, as those subsidiaries were

established at the end of the year 2005 and did not start its operation yet.

Investment in associates

2005 2004
Ownership Balance  Ownership Balance
% %
Arab Ready-Mix Concrete Center Co. (K.S.C.C.) 49.56 362,335 23.15 75,407

Industrial & Financial Investment Co. (K.S.C.C) 18.74 13,604,644 24.19 16,316,386
Kuwait Commercial Markets Complex Co. (K.S.C.) 20.87 11,978,706 21.34 9,044,626
25,945,685 25,436,419

Investments in associates include goodwill by an amount of KD 3,810,403 as of 31 December 2005
(KD 4,766,745 as of 31 December 2004).

The percentage of ownership represents in the Group’s participation in the share capital of the asso-
ciates after excluding treasury shares outstanding as of 30 September 2005.

The Group’s share in net assets and results of the associates have been recorded based on the latest
available financial statements of these associates. The following is a summary of the financial state-
ments of these associates based on the latest available financial statements as well as the fair value

of the Group’s share in these companies:

Total Total Total Net
Assets Liabilities Revenue (loss)/profit
Arab Ready-Mix Concrete Center 2,276,451 1,650,132 2,114,635 (337,111)

Industrial and Financial Investment Co. 102,358,317 36,373,398 9,843,838 7,108,088
Kuwait Commercial Markets Complex Co. 79,343,041 31,889,812 3,861,978 4,006,408
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The fair value of the Group’s share in these companies as of 31 December 2005 amounted to:

Company Name Fair Value
Arab Ready-Mix Concrete Center (unquoted) Unquoted
Industrial and Financial Investment Company 17,946,198
Kuwait Commercial Markets Complex Company 16,659,909

8. Investment in joint project

The Group has investment of 20% in Hajar Tower Project in Mecca. For this purpose, closed share-
holding company was established which its purpose is to operate this investment. As operating the
investment requires entering into certain legal agreements and these procedures cannot be postponed
till establishing this company. The partners agreed to establish investment portfolio to invest at Hajar

Tower until establishing of the company. Such portfolio is managed by local investment company.

9. Available for sale investments

2005 2004
Investment in quoted shares 29,544,897 34,912,152
Investment in unquoted shares 10,417,651 4,777,763
Investment in quoted real estate funds 6,073,100 6,514,780
Investment in unquoted real estate funds 306,750 316,649
46,342,398 46,521,344

9.1 The Group has investments in joint investment portfolios managed by others as per portfolios
managers report’s (local investment company) amounting KD 22,403,387 as of 31 December
2005 (KD 6,188,937 as of 31 December 2004). Due to the nature of joint investment portfolio
agreement managed by others and lack of detailed reports from the manager of these portfo-
lios that indicate portfolios components, basis of valuation and any related liabilities, the
Group recognised these portfolios at cost less impairment in value which is estimated by the
management at the total value of all shares during the year. The Group has signed initial agree-
ment in order to liquidate these portfolios introductory to signing final agreement in this sub-
ject. Because of not signing final agreement neither starting the liquidation, No effect has been

determined on the current financial statements.
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10.

9.2 Investments in quoted shares include, shares in a local company quoted in Kuwait Stock
Exchange with a total amount of KD 17,938,499 as of 31 December 2005 (KD 25,030,576 as
of 31 December 2004). These shares had been abstained from voting based on Kuwait Stock
Exchange decision. According to the correspondences with Kuwait Stock Exchange. The

required procedures in order to remove this restriction at 9 April 2006 will take place.

9.3  This item includes investment in shares managed by external portfolio managers with net book
value of KD 8,664,845 as of 31 December 2005 (KD 2,244,249 as of 31 December 2004). This
include an amount of KD 1,212,953 as of 31 December 2005 (KD 1,098,806 as of 31
December 2004) managed by a related party. (Note 30).

Land and real estate held for trading

Analysis of movement on land and real estate held for trading is as follows:

2005 2004
Balance as of 1 January 36,444,126 36,956,563
Additions during the year 1,401,170 8,874,924
Sales during the year (10,938,275) (5,164,188)
Transferred to projects in progress (Note 4) - (6,994,220)
Transferred from projects in progress (Note 4) 8,137,371 3,578,891
35,044,392 37,251,970
Reversal of impairment / (Impairment) in value (Note 21) 366,109 (807,844)
Balance as at 31 December 35,410,501 36,444,126

10.1 Land and real estate held for trading include lands with a net book value of KD 10,853,391
as of 31 December 2005 (KD 11,783,773 as of 31 December 2004) registered in the name
of a third party and there are letters of assignment in favour of the Group.

10.2  Land and real estate held for trading include lands with a net book value of KD 1,519,515
as of 31 December 2005 (KD 1,590,215 as of 31 December 2004) owned by the Group
through a special power of attorney.

10.3  Land and real estate held for trading include lands with value of KD 1,594,878 as of
31 December 2005 (KD 1,594,878 as of 31 December 2004) represents the Group’s share
from real estate portfolio managed by Kuwait Finance House.

10.4  Land and real estate held for trading include lands with a net book value of KD 15,285,964
as of 31 December 2005 (KD 8,009,230 as of 31 December 2004) mortgaged in favour of

financial institutions against the finance obtained by the Group (Note 18).
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11.

12.

13.

14.

Receivables and other debit balances

2005 2004

Trade receivables 2,390,353 2,024,629
Non-trade receivables 1,950,000 1,950,000
Impairment in value (2,423,181) (2,381,398)
1,917,172 1,593,231

Down payments for purchased lands 3,744,878 701,412
Prepaid expenses 731,492 157,053
Projects under study 745,706 106,856
Subscription in shares under allocation 5,913,035 2,580,000
Refundable deposits 212,565 172,145
Due from related parties (Note 30) 617,716 -
Other debit balances 334,508 1,219,576
14,217,072 6,530,273

Investments at fair value through profit and loss

Investments at fair value through income statement are represented in local quoted shares revaluat-
ed at fair value according to the last bid price at Kuwait Stock Exchange as of 31 December 2005.
This item Included shares amounting KD 1,738,976 as at 31 December 2005 (KD 672,922 as of 31
December 2004) managed by a related party (Note 30).

Cash and cash equivalents

2005 2004
Cash on hand 51,588 23,347
Current accounts and call deposits with banks and
financial institutions 2,946,664 4,874,698
Murabaha 2,186,346 861,083
5,184,598 5,759,128

Current accounts with banks and financial institutions include an amount of KD 8,490 as of
31 December 2005 (KD 2,090,370 as of 31 December 2004), which represents cash at investment

portfolio managed by a related party (Note 30).

Share capital
Authorized, issued and fully paid up share capital amounted to KD 121,882,520 divided into
1,218,825,200 shares of 100 fils par value each.
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15.

16.

17.

Treasury shares

2005 2004
Number of shares — Share 52,116,254 40,956,254
Proportion to issued shares (%) 4.28% 3.36%
Cost — Kuwaiti Dinar 12,446,360 9,135,490
Market value — Kuwaiti Dinar 16,677,201 13,925,126

This item includes 33,696,254 shares from the parent company’s shares, which were purchased by

the subsidiary. These shares have been stated as treasury shares only for the consolidation purpose.

Statutory reserve

In accordance with the Commercial Companies Law and the Parent Company’s Articles of
Association, 10% of net profit before KFAS and National Labour Support Tax and Board of
Directors remuneration is transferred to statutory reserve. Statutory reserve is not distributable to
shareholders; however, the reserve could be utilized to secure payment of a dividend of 5% of share
capital in years when retained earnings are not sufficient for the payment of a dividend of that
amount. When the balance of the reserve exceeds 50% of share capital, the General Assembly is per-
mitted to utilize amounts in excess of 50% of the share capital in aspects seen appropriate for the

benefit of the Parent Company and its shareholders.

Voluntary reserve

In accordance with the Parent Company’s Articles of Association, a percentage of Group’s net prof-
it for the year as proposed by the Board of Directors and approved by the General Assembly is trans-
ferred to voluntary reserve. Such annual transfers may be discontinued by a resolution of the
General Assembly based on the proposal put forward by the Board of Directors. The Board of
Directors proposed a transfer of 10% of net profit before KFAS , National labour Support Tax and
Board of Directors remuneration for the year ended 31 December 2005 (10%:31 December 2004).
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18. Term financing

2005 2004
Estisna contract 6,252,945 7,376,756
Murabaha, Ijara and Tawarq contracts 28,010,864 9,875,800
Tjara Islamic Sukuk 28,726,614 -
Short tem finance - 7,200,000
Banking facilities 3,920,476 10,206,398
Total 66,910,899 34,658,954
Finance from others — current portion 23,507,723 20,371,478
Finance from others — non current portion 43,403,176 14,287,476
Total 66,910,899 34,658,754

Non current portion balance matures within a period ranges from 1 to 5 years.

Effective cost rate for term financing is as follows:

2005 2004
Estisna contract 9.5% 9.5%
Murabah, Ijara and Tawarq contracts 5.5% - 8.25% 5.5%
Ijara Islamic Sukuk 5.81% -
Short term finance - 6.75%
Banking facilities 6% - 1% 5.88%

18.1 Islamic Sukuk Ijara
During the year, the Group issued Islamic Sukuk Ijara of USD 100 Million for 5 years with
yield of 1.25% over libor, which paid every six Months.
This term financing was given against mortgaged Property, Planet and Equipment (Note 3)
Project in progress (Note 4), Investment properties (Note 5), Land and Real estate held for

trading (Note 10).

19. Payables and other credit balances

2005 2004

Trade payables 11,936,632 5,947,552
Retention 1,510,645 1,060,137
Due to related parties (Note 30) - 427,150
Kuwait Foundation for the Advancement of Science — KFAS 290,774 247,315
National Labour Support Tax 1,260,345 575,278
Revenues received in advance 194,400 195,528
Dividends payable to shareholders 250,535 371,186
Accruals and other credit balances 4,154,988 2,688,820

19,598,319 11,512,966

51




Annual Report 2005

52

For the year ended 31 December 2005

(All amounts are in Kuwaiti Dinars unless otherwise stated)

20.

21.

22,

23.

Profit from investment properties

2005 2004
Real estates rental income 5,686,075 3,335,838
Operating expenses (1,130,130) (1,002,925)
Net real estate rental income 4,555,945 2,332,913
Loss from sale of investment properties (24,000) -
Change in fair value of investment properties (Note 5) 4,685,489 5,180,994
9,217,434 7,513,907
Profit from land and real estate held for trading
2005 2004
Sales of land and real estate 20,047,844 10,862,847
Cost of sale of land and real estate (10,938,275) (5,164,188)
Profit from sale of land and real estate 9,109,569 5,698,659
Other costs (1,285,691) (997,349)
Reversal of impairment loss / (Impairment) in value (Note 10) 366,109 (807,844)
8,189,987 3,893,466

Hotel income
This item represents the Group’s share in revenue from Kuwait Hilton Resort and Restar resort (for-

merly Safir Al Dana Hotel) owned by the Group.

Profit from available for sale investments

2005 2004
Cash dividends 1,126,729 1,115,410
Profit from sale of available for sale investments 13,058,570 14,337,569
14,185,299 15,452,979

Profit from available for sale investments include an amount of KD 6,402,023 represents the trans-
ferred amount from fair value reserve to the income statement during the year which represents the
share of Kuwait Real Estate shares in the fair value reserve which have been distributed to the share-

holders according to the General Assembly decision (Note 29).
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24. Profit from investment in associates

Group’s share in results of associates

Profit from sale investment in associate
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2005 2004
2,299,132 1,722,844
1,852,837 -
4,151,969 1,722,844

25. Kuwait Foundation for the Advancement of Science contribution - KFAS

Kuwait Foundation for the Advancement of

Science contribution from net profit of the parent Company

Kuwait Foundation for the Advancement of

Science contribution from the subsidiary

26. Board of Directors’ remuneration

2005 2004

256,834 221,328
33,940 25,987

290,774 247,315

This item include an amount of KD 27,000 as of 31 December 2005 (KD 22,500 as of 31 December

2004) representing the Board of directors’ remuneration related to the subsidiary. The Board of

directors’ remuneration is subject to approval of the general assembly of shareholders.

27. Staff costs

Staff costs charged to statement of income are as follows:

Staff costs (operation)

Staff costs (management)

Number of employees as of 31 December (employee)

28. Earnings per share

2005 2004
172,774 163,683
3,843,805 3,177,085
4,016,579 3,340,768
515 542

Earnings per share is accounted for by dividing net profit over the weighted average of the number

of common shares issued and outstanding during the year taking into consideration the treasury

shares. Earnings per share is calculated as follows:

Net profit

2005

2004

33,127,153

Weighted average of the number of shares outstanding (Share) 1,170,445,275

Earnings per share (fils)

26,940,369
1,186,364,269

28.30

22.71
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29.

30.

31.

Proposed dividends
29.1 The board of directors of the parent company proposed cash dividends equal 10% and bonus
share 10% for the year ended 31 December 2005.
29.2 On 7 May 2005, the general assembly of shareholders of the parent company approved the fol-
lowing dividends for year 2004:
- Cash dividends equal 8.5%.
- Share in kind dividends equal 4 shares of Kuwait Real Estate Company non-voting shares
for each 100 shares of the Commercial Real State shares and rounding up fractions of
shares for each shareholder. As for small shareholders (those who own less than 50
shares of the Commercial Real Estate Company shares), they will have one share from
Kuwait Real Estate Company, non-voting and available for distribution shares.
An amount of KD 11,841,335 from the dividends has been eliminated from the statement
of cash flows as it is a non-cash transaction. This amount represents the value of Kuwait

Real Estate’s share distributed to the shareholders.

Related parties transactions
Related parties comprise of the Group’s shareholders who have representation in the board of direc-
tors, senior management personnel, associates and companies in which the Group companies have

representation in its board of directors. Significant transactions with related parties are as follows:-

2005 2004
Available for sale investments - (Note 9) 1,212,953 1,098,806
Debtors and other debit balances - (Note 11) 617,716 -
Investments at fair value through profit and loss - (Note 12) 1,738,976 672,922
Cash and cash equivalents - (Note 13) 8,490 2,090,370
Creditors and other credit balances - (Note 19) - 427,150
Board of Directors’ remuneration 123,000 102,500

Transaction with related parties are subject to approval of the general assembly of the shareholders.

Capital commitments

2005 2004
Uncalled capital — investments 19,877,515 5,500,911
Land purchasing 3,297,878 682,660
23,175,393 6,183,571
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32.

33.

Contingent liabilities
2005 2004

Letters of guarantee 5,944,065 5,485,840

Effect of reclassification of investments

33.1 Previously, the Group had classified part of its investments in Industrial and Financial
Investment Company and Kuwait Commercial Markets Complex Company (associated com-
panies) as held for trading investments, as the Group’s intention was to sell these investments
in the short term.
During the current year, the Group decided to hold these investments in order to maintain its

significant influence over these companies.

Accordingly, the financial statements for comparative periods have been represented where the
Group has recalculated goodwill resulted from acquisition during the year 2004 and recalcu-
lated the Group’s share in the results and reserves of the associated companies. The statement
of income and statement of cash flows for the year ended 31 December 2004 were not restat-

ed, as this reclassification is immaterial.

The following is the effect of this reclassification on the balance sheet as of 31 December 2004:

Company Name Acquisition Investment  Goodwill Group’s  Effect on Held for
percentage in associated (net) as of share in retained trading
(increase) companies 31 December reserves of earnings  investments
(increase) 2004 associated (decrease)  (decrease)
(increase)  companies
(increase)

Industrial and Financial

Investment Company 4.09% 2,329,122 1,029,196 232,264 50,634 1,695,650
Kuwait Commercial

Markets Complex

Company 2.70% 869,407 814,244 399,919 411917 3,176,687

3,198,529 1,843,440 632,183 462,551 4,872,337

This resulted to an increase in Group’s share in associated companies as follows:

Before restatement After restatement

Industrial and Financial Investment Company 20.1% 24.19%

Kuwait Commercials Markets Complex Company 18.64% 21.34%
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34.

33.2 Asof 1 January 2005, the associated companies have reclassified certain investments based on
the intention to maintain these investments, as it has reclassified certain investments from held
for trading to available for sale investments. As a result, an amount of KD 1,060,176 was trans-
ferred from retained earnings to group’s share in associate reserves, which represents the
Group's share in this reclassification.

Reclassification has no effect on the total equity of the group.

The Statement of income, and Statement of Cash flows for the year ended 31 December 2004,
were not restated since it was practically not possible to make such restatement since the finan-
cial statements of the associates which the Group uses in recording its results and share in and
reserves for the year ended 2004 were prepared for the year ended 31 December 2004.

The financial statements for the year ended 31 December 2005 of those associates were not

issued, to facilitate the required restatement on the comparative figures.

Financial instruments
The Group in the normal course of business, uses various types of financial instruments. The infor-

mation on financial risks and fair value of these financial instruments is set out below:

Risks related to financial instruments

Credit risks

The Group is exposed to credit risks in respect of loss that would have to be incurred if counterpar-
ty fail to fulfil his obligations.

The Group’s exposure to credit risks is primarily in respect of cash and cash equivalents, receivables
and due from related parties. As at the consolidated balance sheet date, the Group’s maximum expo-
sure to credit risks is equal to the book value of the above assets as disclosed in the consolidated bal-
ance sheet date. The Group minimizes its credit risks by dealing with high credit quality financial

institutions and setting prudent credit terms for instalment sale of its properties held for trading.

Foreign currency risks

Represents in variation in exchange rate which may affect adversely the Group’s cash flows or assets
and liabilities dominated in foreign currencies. The Group’s transactions are mainly in local curren-

cy, as its activities is based in the local market of State of Kuwait.
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Liquidity risks

Liquidity risk is the risk that the Group may encounter difficulty in liquidating its assets by amounts
equal its fair value to meet the financial obligations of the Group. The management attempts to min-
imize this risks balancing assets and liabilities’ maturities and provide the required financing to meet

its liabilities' maturities.

Return rate
Represents the risk of return rate fluctuations with respect to the financial instrument. The Group
does not have any assets related to the rate of return. The Group obtains its credit facilities in favor-

able rates to fulfill its financing requirement.

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 arm’s length transaction. Underlying the definition of fair value
is the presumption that the group is a going concern without any intention or need to liquidate, cur-
tail 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 (receiv-
ables and other debit balances, cash and cash equivalents, payables and other credit balances) at the

consolidated balance sheet date are not materially different from their book values.
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35.
35.1

Parent company’s financial statements

Parent Company’s balance sheet

Assets

Non-current assets

Property, plant and equipment

Projects in progress

Investment properties

Investment in subsidiary

Investment in unconsolidated subsidiaries
Investment in associates

Goodwill arising from acquisition of subsidiary
Investment in joint project

Due from subsidiary

Auvailable for sale investments

Current assets

Land and real estate held for trading
Receivables and other debit balances
Investments at fair value through profit and loss

Cash and cash equivalents

Total assets

Equity and liabilities

Equity

Share capital

Treasury shares

Statutory reserve

Voluntary reserve

Change in fair value reserve

Group’s share from associates' reserves

Retained earnings

Non-current liabilities
End of service indemnity

Term financing — Non current portion
Current liabilities
Payables and other credit balances

Term financing — Current portion

Total equity and liabilities

2005 2004
(Restated)
7,065,052 7,068,450
34,027,021 32,269,719
77,598,000 45,436,000
18,549,780 12,133,908
3,000,000 -
23,072,839 20,394,451
371,833 371,833
7,893,782 -
13,807,823 11,210,140
44,244,070 45,478,195
229,630,200 174,362,696
35,410,501 36,444,126
11,923,118 5,018,615
1,403,476 672,922
2,918,768 1,912,522
51,655,863 44,048,185
281,286,063 218,410,881
121,882,520 121,882,520
(6,269,279) (3,270,355)
11,986,847 8,598,280
9,165,505 5,776,938
22,405,675 21,988,029
5,311,686 3,562,306
35,737,289 32,821,932
200,220,243 191,359,650
511,235 387,367
43,403,176 14,287,477
43,914,411 14,674,844
17,564,162 9,411,307
19,587,247 2,965,080
37,151,409 12,376,387
281,286,063 218,410,881
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35.2 Parent Company’s statement of income

2005 2004

Profit from investment properties 9,217,434 7,513,907
Profit from land and real estate held for trading 8,189,987 3,893,466
Hotel income 108,623 213,158
Profit from investments at fair value through profit and loss 1,419,494 1,157,780
Administrative expenses and other charges (2,258,514) (1,510,791)
Depreciation of property, plant and equipment (149,026) (175,942)
Foreign currency exchange difference (118,733) -
Other operating income 49,094 39,272
Operating profit 16,458,359 11,130,850
Amortization of goodwill - (933,310)
Profit from available for sale investments 14,104,599 15,452,979
Company’s share of subsidiaries’ results 2,809,798 1,179,664
Finance income from subsidiary 889,625 660,934
Company’s share in results of associates 2,003,931 1,722,844
Profit on sale of investment in associates 715,834 -
Finance charges (3,096,478) (1,396,986)
Contribution to Kuwait Foundation for

the Advancement of Science “KFAS” (256,834) (221,328)
National Labour Support Tax (685,067) (575,278)
Board of directors’ remuneration (96,000) (80,000)
Net profit for the year 32,847,767 26,940,369
Earnings per share (Fils) 27.29 22.71
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36.

37.

Net cash from operating activities
Note

Cash flows from operating activities

Net profit for the year

Adjustments:

Depreciation of property, plant and equipment

Gain on sale of property, plant and equipment

Change in fair value of investment properties

Loss from sale of investment properties

(Write back of impairment) / Impairment in value of
land and real estate held for trading

Profit from investment in associates 24
Profit from sale of investments available for sale
Doubtful debts

Profit from investments at fair value through profit and loss
Finance charges

Employees’ end of service indemnity

Amortization of goodwill

Operating profit before changes in working capital

Land and real estate held for trading

Inventory

Receivables and other debit balances

Investments at fair value through income profit and loss

Payables and other credit balances

Net cash from operating activities

Comparative figures

2005 2004
33,439,353 27,071,443
2,521,447 2,771,039
- (1,270)
(4,685,489) (5,180,994)
24,000 -
(366,109) 807,844
(4,151,969) (1,722,844)
(14,185,299) (15,452,979)
41,783 104,935
(1,343,059) (1,177,780)
3,792,483 2,297,511
165,222 101,699
- 933,310
15,252,363 10,551,914
9,537,105 (3,710,736)
12,880 1,184
(7,728,582) (458,985)
455,193 2,299,347
(1,541,899) 1,671,839
15,987,060 10,354,563

Comparative figures have been reclassified to conform with the current presentation of consolidated

financial statement for the year ended 31 December 2005.



