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We have aodited the accompanying balance sheet of the Investment Dar Company K.S.C.
(Closed), Kuwait o< st 31 December 1997 and the relmed sttements of income and
appropriation and cash flows for the year then ended. These financial statements are the
respansibility of The Company’s management. Our responsibility is to express an opinion
on these financial stitements based on our audit.

We conducted our audit in accordance with Intermational Standards on Auditing. Those
stundurds require that we plan and perform the andit to obtain reasonable assurance about
whether the financinl statements are free of matenal misstatement. An audit includes
exumining, on u test basis, evidence supporting the amounts and disclosures in the financial
stitements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well us evalunting the overall financial statements
presentation. We oblained all the information and explunation which we deemed necessary
for the purpose of our audit. We believe that our sudit provides a reasonable basis for our

aprinion,

In our opinion, the (inancial statements present fairly, in all material respects, the financial
position of the Company as of 21 December 1997, and the results of its operations and iis
cash Mows for the year then ended in accordunce with Intermational Accounting Standards.
The finuncial statements incorporate all information that is required by the Commercial
Companics Law and the Company’s Articles of Assocition,

Also in our opinion, proper books of accounts have been kept, physical inventory was duly
curried out and the financial information contained in the direciors” report agrees with the
books o account. To the best of our knowledge nnd beliel no violations of the Commercial
Companies Law and the Company's Articles of Associution having a material effect on the
business of the Company or its financial position have occurred during the year,

We further repon that, duning the course of our audit, we liave not become aware of any
vielations of the provision of Law No. 32 of 1968, as ameénded, conceming curmency, the

Central Bank of Kuwalt and the organization of bunking business, and s related
regulations, during the year ended 31 December 1997,

Bader A, Al-Wazean
Licence No, 624
Of Buder & Co. Coopers & Lybrail

Kuwait, 12 January 1998
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EXHIBIT A
“The_Ynvestment =D ar Company K.$.¢. (CLOSED)

The accompanying notes form an integral pan of these financial statements.

Adnan A, Al Musallem

Ah A. Al-Dosari
CGeneral Manager

Managing Director

- KUWAIT
BALANCE SHEET AS AT 31 DECEMBER 1997

L= XGie | :57 | :;a
Cash in hand and banks 1,260,155 1.126.889
Murabaha investments + 6,191,596 5,615,372
Debtors and other debit balances 5 55441.724 30,054,604
Inventory 6 38,0517 677.631
Investments in shares and funds 7 2,182,000
Property, Plant and equipment ] 595386 177.240
Total assets _m m
Liabilities and shareholders® equity
Liabilities
Creditors and other credit halances 9 2,041,772 2.056.961
Murabaha payables 10 44,640,053 17.306,754
Sharcholders” dividends a 1,738,000
Total lisbilitics 46,681,825 21101715
Sharcholders® equity -
Share capital 1 15, B06,000 15, 800.00K)
Bonus Shares 1,422,000 -
Statutory reserve 12 531,214 265,144
Voluntary reserve 13 531.214 265,144
Retained camings-Exhibit B 762,659 219,833
Total Shareholders® equity 19,047,087 16,550,121
Total labilities and Sharcholders® equity 65,728,912 37.651.836

Maser M. Al-Sayer

Chainman




he Ynvestment D ar € ompany K.S.C(CLOSED) EXHIBIT B

The sccampasying mutes form an integral part of these financial stasemsns,

- KUWAIT
STATEMENT OF INCOME AND APPROPRIATIONS
FOR THE YEAR ENDED 3| DECEMBER 1997
Revenue e i Eﬁmm
KD KD

Giross, profit for the yeatfperiod 14 5138413 2.758.870

Income from Murahaha Investments J1v.78 1026280

Muanagement fees and ather income 176,278 -
S.634.419 3,785,150

Expenses and other charges -

General and administrative 1,514,843 1266860

Provision for doubtful debis 1.355,(0K) B75.0040

Depreciation 103.579 56,253
2973722 298113

Net profit Tor the year/penod 2,660,697 1587037

Pre-incorporation profiy 1.064.399

Reunned earmings-beginning ol the vear 219,833

Net distributable peafiy 2,880,530 2651436

Appropriations: 13

Statutory reserve 12 266,070 265,144

Voluntary reserve 13 266,070 265,144

Kuwait Foundation for Adyancement of Sciences 19,731 119315

Bonux shares - 95 1,422,000 -

Sharcholders” cash dividends - | 1% - 1996 1,735,000

Bourd of Directors” remuneration 44,000 “hd 000

Retuined earmings - (Exhibit A) TH2.659 219,833

2,880,530

2,651,436



 he_Ynvestment ~D ar C ompany KS.C. (CLOSED)

_KUWAIT

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 1997

Cash flows from operating activities
Net profit

Adjustment for

Depreciation

Provision for end of service bencfits
Provision for doubtiul detis

Income from Murababa investments

Changes in operating assets/liabilities

Increase in trade debtors und other debi balances
Decrease [ (Increase) in inveniory

{Decrease) / increase in creditors and ather credit balances
Net cash used in operating sctivities

Cash Mows fram investing sctivities
Purchase of property, plant and equipment
Purchuse of investments in shares und funds
Income from Murubuhu investments

Net cash (used in) from investing activities

Cash Nows from Minancing activities
Pawd up capital

_Rmeipl from Murabaha payables

Payments for Murabaha payables

Dividends paid

Met cash from financing activities

Net increase i cash nnd cash equivilents

Cash and cash equivalents at the beginning of the vear
Cash and cash equivalents ot the end of the year

The pccompanying notes form on integral pan of these financial stements.

Note
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1997
KD

2,660,697

103,879
55,026
1,355,000
{319.731)
3.854,871

126,742,194
619,580
(318,946)
(22,586,689

(436,925)
(2 182,000
319,805
(2,299.1200

35,681,531
(B.348,232)
(1,738,000}

6742261

7451751
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EXHIBIT C

Fromin 37 Amjliaad |98
T 3§ Unswanitety §is

KD
2651436

56,253
4200
875,000

1 2,08),670)
1,534,010

(33,240,736)
(677,631)
1.851,646

(30,532711)

233,593)

1,067,197
1,833,604



“The_Investment ~ ar Company K.5.C. (CLOSED)

KUWAIT
NOTES TO THE FINANCIAL STATEMENTS
FOR YEAR ENDED 31 DECEMBER 1997

1. Constitution & Activities

The Investment Dar Co, is & Kuwaiti Shareholding Company (Closed ) registered in Kuwait in 1994
as per contract No. 8 Vol. 603 dated 22 October 1994 and registered as Investment Company at the
Central Bank of Kuwait on 27 August 1995, The Company is engaged in the following activities :

I. Mediation and brokerage;
2. All financial transactions in sccordance with lslamic Sharias and regulation;
3. Providing consumers with credit fecilities;

4. Panticipating in establishing companics and dealing in purchasing and selling shares of these
companics and others;

5. Stock exchange transactions;
6, Managing financial portfolios, investing and developing ity scustomers” lunds;
7. Investing in real estate, manufacturing, agriculture and other sectors of economy:

#. Investing in real estate for the purpose of development of residential lands and construction of
oommercial residential complexes with the intention of sale or rent:

9. Carrying out research and studies of capital employment rendering different relevant services 1o
others.

All previous mentioned activities should be carried out in compliance with the Islamic Sharisa und
regulntions.

The Company’s main activity during the year was selling motor vehicles 1o consumers based on
Musawama agreements alongwith Murabaha Investments with local Islamic financial institutions.

2. Basis of preparation of financial statements

The financial statements have been prepared in accordance with Intermational Accounting
Standards under the historical cost convention,

3. Significant accounting policies

a) Trade debtors

Trade debtors are stated net of deferred profit, specific and general provisions for any probable
losses. The general provision covers the risk of expected doubtful debts which may exist in
general, The specific provision is created when the risk of uncollectable customers' debts arises.
Provisions are made with the guidance of Central Bank of Kuwait instructions.



b} Investments in Fonds

Investments in funds are carried at fair value which is determined based on the funds’ net asset
value al the balanee sheet date s reported by the funds managers.

¢} Investments in shares

Investment in ungquoted shares are carmiesd at the lower of cost and fair valoe on an aggregated
basis, the fur value 15 determined based on the laiest available wudired finuncial sitements,

di Property, plant and equipment L

These are stated at the cost nét of accumulated depreciation;, and depreciated on o straght line
method over their estimated useful lives:

¢) Revenue recognition

- Sales income is recognised on transfer of the legal title of goods sold 1o the buyers. Credit
sules 1o customers are collected on installments over the penod 10 the sale contrae,

= Peofit on installmend sales s recognised when eamed. This profit is recogmised over the
drelevant collection period on @ tme proportion basis. Profit on Murababa investments is
recognised on an accrnl basis.

1y Murabaha cost

Murabaha costs 15 distributed over the period of its related agreements. This cost is recognised
on i time proportion bisis.

£) End of service benefits

End of service benefits are calculimed in aceordance with the Kuwait Labour Law for the privite
sector and the compuny’s by-luws.

. h) Foreign currencies

Monectnry assets and habifities in foreign currency wt the balance sheet date are trunsinted 1o
Kuwaiiti Dinars at the rate of exchange prevailing at that date. Foreign cummency trunsactions ure
translated to Kuwaitih Dinars w the rate of exchange peevailing at the date of the transaction,
Exchange differences thus arising are taken 1o the statement of income.
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11 Cash equivalents

Cash equivalents, for the purpose of preparing the statement of cash flows, represent
Mumbaha investments due within a period not exceeding three months from the date of
deposit.

4. Murabaha investments

The balance of KI> 6,191,596 (1990 - KD 5,615,372) represents Muribalia investments
managed by local Islamic financial institations.

3, Debtors and other dehit balanees

1997 1996

KD KD
Trade debtoes 71,966,694 33,626,356
Pefemed profit (15.264.560) (7.102,605)
56,702,134 26,523.661
Provision for doubtful debrs 1.2.230.000) (575,000
Net trade debions | 54472,134 25,648,661

Suppliers = advance pavments 896,179

Murahuha balance due from customens 4,361,383
Accrved meome on Muribdha Investments 23,408 23482
Prepaid expenses 27,750 7.165
Other debit balances 22,253 13013
30,054,604

55441.724

Advance payments 1o suppliers of KD 896,179 represent payments under purchase
contracts with the option of return by the buyer only.



6. Inventory

Anventory us of 31 December 1997 represents Motor vehicles for resale and are vidued at lower
of cost and net realisable value, Cost i1s determined on specific identificition basis.

7. Investments in shares and funds
1997 R U
KD KD /
Investments in shares 2,080,000
Invesiments in funds 102,000 -

2,182,000

Investments in shares represent unquoted shares of Kuwaiti companies and sre vilued a1 cost,

S.Prnﬂﬂr. plant and equipment
: Office

Land Furniture Bexiiomatt Computer  Total
Cost KD KD -I'ID KD KD
Asat | Junuary 1997 = 116043 20269 07,281 233,593
Additions 350,000 43,206 6011 122963 522,280
Disposuls - - c (745} {T45)
As at 31 December 1997 350,000 15%,249 26,380 219499 755128
Accumulated depreciation
As al | January 19497 : 23,117 6,84 26,952 56,253
Depreciation for the yeur - 45,752 7,602 50,525 103,879
Related 1o disposals - . - (390) (390)
Asal 3] December 1997 . i, 860 13,786 TT087 159.742
Net book value
As at 3] December 1997 350,000 00,380 12.594 142,412 595,380
Asat 31 December 1996 — = 92,926 14,085 70,329 177,340
Estimated useful life in vears = 3 k| 3
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9. Creditors and other credit balances

1997 1996
KD KD
Trade payables 1,354,339 1,591,642
Accrued expenses 208,603 219,382
Accrued leave payments 51,573 36,000
End of service benefits 97.025 42,000
Kuwait Foundation for Advancement of Sciences 119,731 119,315
Board of Directors’™ remuneration 44,000 44,000
Accrued profit on portfolios management 160,959 -
Others 5,542 4,622
2041772 2,056,961
10. Murabaha payables
1997 1996
KD KD
Motor Vehicles Murabaha agreements payable by installments 18,318,874 17,352,751
Deferred cost (1.991,585) (2,045,997)
16,327,289 15,306,754
Due on Wekala in investment agreements 32,529,453 2,288,617
Deferred cost (4,216,689) (288.617)
28.312,764 2,000,000
44,640,053 17,306,754

- The balance of KD 18,318,874 represents liabilities resulted from purchases of motor vehicles by
Murabaha on Installments (Wekala agreement to purchase and sell motor vehicles with right to
sell to oneself). The purchase amount is payable over a period varies from 6 months to 4 years,

- The balance of KD 32,529.453 represents amounts received under wekala agreements to purchase
and sell with right to sell to oneself (Wekala in investment agreements) from government
authorities and financial institutes. This is repayable over a period varies from 2 (o 4 years.



11. Share cupital

The authorised, issued and paid up capital of KD 15,800,000 is divided into 158.000.000 shares of
100 fils each.

12, Statutory reserve
1597 1996
KD KD
Balunce at the beginning of the year 264,144
Transferred this venr 206,070 265,144
531,214 265,144

As required by the Commercisl Companies Law and the Company's Amicles of
Association, 10% of net profit for the year ended 31 December 1997 has been trmmsferred 1o
statutory reserve. The Company miay resalve to discontinue such annual iransfer when the
reserve reaches S0 of the capital. This reserve 1s not available for distribution except as

stipulated by law,
13. Voluntary reserve
1997 1996
KD KD
Balance at the beginning of the year 265,144 ~
Transferred this year 266.070 265,144
531.214 265,144

Ax required by the Company's Amicles of Assochition, 10% of snmual net
profit for the year ended 31 December, 1997 has been transferred tw
voluntary reserve. Such annual transfer may be discontinued by resolution at
the Genernl Assembly based on directors® suggestion,
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14. Gross profit for the period

Ir represents the gross sales profit tor the year net of deferred profit related 1o these sales,

15. Cash and Cash equivalents

1997 1906
KD KD
Cash in hand 365,840 24,552
Cash at banks and financial institutions 1.223.315 1,102,337
Murnbahin investmenls i, 191,596 5615372
7.451.751 6.742.261

16, Reluted parties transoctions

In the normal course of business, the company’s tansactions during the yeur included
transactions conducted with companies and establishments related to particular directors of
the company. These trunsactions amounted to KD 22,745,269 (1996 - KD 12.722.947) and
represented purchases of motor vehicles for resale. Balance due 1o these reluted partics
amounted (o KD 776,354 (1996 - KID 975,943) in addition (o advance payments to suppliers
as at 31 December 1997 amounting to KD 896,179 (1996 - Nil). Reliated parties transactions
are subject 1o the approval of the shareholders' annual genernl assembly.

17. OIT balance sheet items

The Company munages portfolios on behalf of others, for which sepurate accounting records
are maintained. These accounts are not included in the company's financial statements, The
total value of the managed portfolios on behalf of others as at 31 December, 1997 amounted

1o KD 7.910,959 (1996 - Nil).

18. Approprintions

Proposed appropriations are subject 1o the approval of the shareholders”™ annual general
assembly.



1%, Financial instroments

In the normal course of business the company deals in fnancial instroments such us cash in
hand and banks, investment in Murabaha, investinent in shares and funds, rade debiors and
ereditors. The book value of these financinl instruments as g1 31 December 1997 is
approsimately equal to its fair value.

20. Geographical distribution and labilities
As at 31 December 1997, all the Company s assets and lisbilities were held in Kuwait. [
21. Maturity unalysis of assets and labilities

within 3 fronn firom more than Totil
memiths 3 months I year 1o 5 years:
o | year 5 years
KD KD KD KD KD
Cashin hand and at banks 1,200,155 - - - 1,264,155
Murabahu investments 6.191.596 . - - 6,191.596
Debtors and other debit balunces 4,406,983 10,106.40) 39,926,709 1,001,631 55441724
Inventory 38051 - - . 58,051
Investmenis in shares amd funds - 282,000 - - 2, 182,000
Property, plant and equipment 200,449 61,347 163,590 A50,000) 595,380
Total 1937234 12309748 40090200 | AS1631 65728902
Creditors and other
credit balunces 1,893,174 - - 148598 241,772
Murnbahu payvubles 080479 10274010 31285538 - 44,640,053
Shareholders’ equity - . - 19,047,087 19,047,087
Total 54973653 10,274,016 30,285,558  19,195.685 65728912
22, Comparitive figures
Cenain comparative figures have been reclassificd to conform with the current
year presentation,
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FINANCIAL HIGHLIGHTS
Comparison between the Year ended 1996 and 1997

% Increase (Decrease)
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] Capanad B Trsbs Reopnatien
1997
KD

Capital

Share Holders" Egquity
Total Assets

Trade Receivables
Defiermed Profit

Net Profit

117,222,000
19,047,087
65,728,912
71.966.694
15,264,560

2,660,697

X3 - - COEESSTIEIEXD
KD

- o Pyl

Y rwrened P

. Capvial

1994
K.,
1 5, 8000000
16,550,121
37.65).8306
33,626,156
7. 102,695

1.539.571

* 1 Includesproposed bonus shares

=2 Secenote S

Rate of operating efficiency in 1997 was 1,73 compared 1o 1.

This indicates a growth of 37%
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Rate of change

=

%
9.00%
15.09%
14.57%
I 14.02%
114.91%

T0.605

26 in the preceding peniod.





