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In The Name of Allah, The Most Gracious, The Most Merciful
But Allah hath permitted trade and forbidden usury.

The Holy Qu’ran, Sura Al-Bakara (275) (Text Translation)
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Shari’ah Supervisory Board Report

We have reviewed the Investment Dar
Company’s activities as well as its contracts
and investment transactions and studied the
Shari’ah controller’s report during the year
ended 31 December 2004. We hereby certify
that all Investment Dar Company’s activities
and transactions were practiced in compli-
ance with the Islamic Shari'ah principles
and provisions, and no violations have
occurred, to the best of our knowledge.






In The Name of Allah, Most Gracious, Most Merciful
“And Say Work: Soon Will God Observe Your Work, And His Apostle, And The Believers”
True Are The Words Of Allah

Dear Brothers,
Thanks be to Allah, Lord of all beings and peace be upon the most honorable of all messengers, prophet Mohammed and his family
members, companions and followers.

Honorable Shareholders,

On behalf of myself and my fellow board members | have great pleasure and pride in presenting to you the annual report for the year
2004. This report is considered as an exceptional report not only for the significant and exceptional results which we have achieved
this year or that we are reaping the harvest of our efforts for previous years, which have exceeded our expectations at all levels, but
because this report has coincided with the company’s 10th anniversary. This report is considered as an honorable completion of the
company'’s first decade of great and remarkable accomplishments, achievements and success. I'm honored to highlight some of these
achievements which the company has accomplished since our commencement as an idea till we became a self-independent economic
leading institution.

We have developed from a company with KD 15.8 million capital to a leading shareholding company in the stock exchange with a
capital amounting KD 51 million approximately. Total assets managed by the company exceed KD 500 million.

We have developed from an Islamic financial institution focusing on a single sector represented in consumer finance sector, namely
vehicles finance, to a major institution, activities of which cover more than 8 various economic and financial sectors.

From a finance company working based on local capabilities we have grown to a financial institution operating in accordance with
international standards and granted a distinguished global credit rating. Investment Dar raised its rating from BB- in 2001 to BB+ in
2004 as rated by the rating agency Capital Intelligence. This rating has crowned the company’s former efforts and accomplishments
at this level. Investment Dar was the first Islamic financial institution to receive ISO 9001 certificate in 1999 in addition to its membership
in several Arab and international organizations e.g. International Auditing Accounting Association for Islamic Financial institutions and
the general board of Islamic financial institutions and banks and other regionally and internationally accredited organizations.

Investment Dar has succeeded in spreading its activities on the regional and international levels. The main goal of the company was
the local and internal market only. However, the company has transferred its expertise and skills to new markets, which are considered
as promising investment opportunities namely GCC markets including Saudi Arabia, Qatar, Bahrain, UAE and other Arab and

Islamic countries.

The company has turned from a single premises company to an integrated group of independent business units, interconnected through
a branch and site network covering 9 sites spread in various Kuwait areas and governorates. These branches have adopted the highest
level of technology to communicate with the customers’ base, which comprises more than 70 thousand customers including 1500
investor and shareholder, in addition to Al Dar electronic outlets and Al Dar Express. Al Dar uses the best and most advanced international
systems and software, which are highly developed and accredited i.e. Oracle Financial’s, MOZAIC and others.
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As we celebrate the company’s 10th anniversary,
we are pleased to present to you the company’s
outstanding returns, which has been achieved
during the year 2004. The company realized
net profit amounting KD 26.8 million, which

represents an increase by 108% compared to

KD 12.9 million for the year 2003.

y

Honorable Shareholders,

These were few examples only to indicate the success and accomplishments achieved. We are proud of this long exciting fruitful journey
which has made Investment Dar as a grand company comprising several subsidiaries and associates which shall be discussed in details
in some parts of this report.

Esteemed Shareholders,

As we celebrate the company’s 10th anniversary, we are pleased to present to you the company’s outstanding returns, which has been
achieved during the year 2004. The company realized net profit amounting KD 26.8 million, which represents an increase by 108%
compared to the KD 12.9 million for the year 2003. Total shareholders equity increased by 68% to reach KD 113.2 million for the year
2004 compared to KD 76.5 million for the year 2003. The year 2004 witnessed an increase in total company’s assets by 24% after
reaching KD 335.9 million compared to KD 270 million for the year 2003. In light of these facts the share profitability for the year
2004 increased to 55.1 fils compared to 33.1 Fils for the year 2003, thus marking an increase by 66%.

Honorable Shareholders,

In light of these accomplishments and results which we have promised you to achieve, we shall not save any effort to continue our
hard work and devoted work to place the company in a leading position on both local and international levels. We assure you that
we still have a lot to give. The year 2005 is the second year in the company's strategy, which prolongs till the year 2008. This strategy
comprises many projects, programs and plans, assuring you at the same time the philosophy and plans which the company has
committed to abide by Shari'ah principles as it did since inception.

On this occasion | would like to convey my sincere thanks and appreciation to the wise leadership represented by His Highness the
Amir and His Highness the Crown Prince and His Highness the Prime Minister and the wise government for their continued support
and encouragement to the Islamic financial institutions, thus providing the appropriate environment for work and performance.

Special thanks and appreciation are also conveyed to the Shari’ah committee, represented by its honorable members and scholars for
their vital role and to the company’s executive management and employees for their efforts to achieve what the company has

accomplished so far at all levels.

Last but not the least | would like to convey my sincere regards to you all for your support, encouragement and valuable trust. Wishing
you all success and continued prosperity.

Adnan A. Al-Musallam

Chairman and Managing Director
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The Investment Dar
31 December 2004

Revenues Distribution n kuwaiti Dinan

mm Finance Revenues

mm [nvestment Revenues
Investment Services Revenues
Under Development Revenues
Investment Property Revenues
Real Estate Trading Revenues
Other Revenues

14,468,310
5,961,155
4,941,284
1,939,126

21,448,115
2,378,801
1,330,272

52,467.063

40%

4% 11%
9%



Financial Highlights
2001 - 2004
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Executive Management

Yousef Malallah
Deputy General Manager

Issam Al-Asousi
Assistant General Manager

Jehad Al Qabandi

Assistant General Manager

Amr Abou El Seoud

Assistant General Manager
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Innovate Develop Commit

To provide an actual added value for shareholders,
employees and customers and to diversify the
sources of income, the company has changed its
objectives and restructured its activities to cope
with the future developments... to participate in
long term major investments in order to realize

4

remarkable returns for the shareholders.
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Business Fields and Sectors at Investment Dar

Consumer Finance and Leasing

Consumer finance and leasing sector has diversified and increased its activities. The year 2004 witnessed a remarkable expansion in
several projects and new activities, which had a significant impact on the local finance and lease market. These activities comprise
mainly the provision of several operational lease transactions covering several products such as cars, equipment, machines, etc. This
step was followed by the sector's well studied cooperation with various automotive agencies to finance their customers and carry out
several promotional and marketing campaigns in cooperation with those agencies. These efforts have achieved remarkable and favorable
results for all parties including customers, automotive agencies and Investment Dar

Other new unprecedented services which have achieved a leading position for the company comprise the launch of Al Dar Express
service, a roving branch which approaches customers anywhere and any time to provide them with unique services for the completion
of their transactions. The sector has solely provided the E-Dar service through which customers are able to settle their bills by using
the K-net card at any of the local banks and through Investment Dar website on the Internet. Through this service, customers are able
to have access to their accounts and transactions with Investment Dar Co.

The sector's other activities comprise the development of financing educational and training programs. This product aims to cope with
the latest developments on the educational sector in Kuwait namely the permit to establish private universities and colleges. The year
2004 also witnessed the development of the Al-Yalwa product to assist and encourage youth to get married. This product succeeded
in increasing the credit limits to assist the youth in building a happy marriage home.

In light of these major achievements Investment Dar has resorted to intensify its readiness for the year 2004 in order to segregate the
finance and leasing sector at the company and source it to a new subsidiary with a capital of KD 15 million. The new company's
inception shall be announced during the year 2005. This company aims to develop retail and leasing operations, re-announce them
in a modern way to cope with the latest market developments by benefiting from the company's long and outstanding experience in
this field since its inception in 1994.

The new company's objectives will focus on investments in real estate, industrial, agricultural sectors and other various economic
sectors, participation in the incorporation of special purpose companies, management of public and private institutions, investment
in various economic sectors, provisions and preparation of economic and technical consultations related to various investment fields,
provision of finance facilities to individuals, companies and corporations according to their creditworthiness as per the CBK rules and
regulations including all types of individual and corporate leasing finance services to major, medium and small corporations as well as
the establishment of investment funds for its account and for third party account.
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Investment & Asset Management

Investment and investment assets department continued to achieve significant success and a leading position for Investment Dar Co.
among associated companies and competitors. The main achievements for the year 2004 (before the sector was turned into a subsidiary
company of Investment Dar in June of the same year) comprised the success in realizing remarkable returns for Al Dar Real Estate Fund,
first fund for Investment Dar Co. amounting 10.5%, thus exceeding all expectations.

The sector has succeeded in introducing many investment opportunities to achieve the desired goals while exceeding the expectations
of its investors, stakeholders and management. The investment sector planned and managed the private subscription process related
to Al Dar National Real Estate Co. (one of Investment Dar associate companies) to increase its capital from KD 1 million to KD 35 million.
The subscription process witnessed a major success especially after the completion of the subscription process in a record time due to
over subscription.

The investment sector at Investment Dar Co., launched in April 2004, its second fund Dar Investment Fund with a capital ranging
between KD 5-50 million, for investment in financial and cash instruments available inside and outside Kuwait. The fund achieved
remarkable results 4.15 % during 2004 compared to other similar funds .

In light of the remarkable success achieved by the investment sector in the special subscription process for the increase of the Al Dar
National Real Estate Company’s capital, Investment Dar Co. has decided to entrust this sector with the management of the subscription
process in Al Dar First Holding Company in August 2004. The company’s capital was increased from KD 1 million to KD 50 million in
a record time, bearing in mind that the purpose of increasing the company capital is to enable it to execute several major construction
projects in the country including Khabary Al-Fahaheel project.

Due to the significance of the company's investment sector, which managed more than KD 300
% [ﬁg]u] million of assets during 2004, and in light of the company’s expansion, privatization and

Jlﬁdl JI aJI segregation strategy of its activities, the company has segregated this sector in the form of a

subsidiary named Al Dar Asset Management Co. (ADAM) which was incorporated in June 2004.
This company would be the investment arm of Investment Dar. The company’s activities comprise
various investment activities and financial consultations. The company shall provide an integrated
@ system of investment products and services which shall be marketed in the State of Kuwait and
the region in accordance with Shari‘ah requirements.

&Jl N || |||J” Jl]J' I_I][] ] ||| Al Dar Asset Management Co. (ADAM) commenced its activities by establishing Al Dar Securities

Dar Investment Fund Fund, which was Ie?un.ched in the last q.uarter of 2004, to invest |n. thg shares of quotedl and
unquoted companies in stock markets in Kuwait and GCC countries, investment of available
cash funds in appropriate investment tools which do not result in any finance activities in

mws Dar Real Estate Fund

E*g accordance with the Shari'ah requirements. Since inception, the fund has succeeded in realizing
distinguished returns for the unit holders. The company has future plans to announce and
Lol Ghqllylall(Ggaim innovate Islamic investment and financial products in which it will be the sole provider in the

AL DAR SECURITIES FUND Islamic finance industry.
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Ghanem Al-Shaheen Al-Ghanem

Chairman

Khabary AFFahaheel... Future City
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Al Dar First Holding Company

Investment Dar believes in the importance and significance of the real estate sector which is distinguished for its high returns and
mitigated risks. Accordingly, the company, in May 2004, established Al Dar First Holding Company and increased its capital to KD 50
million in a special subscription fully covered in a record time due to over subscription. The main activity of Al Dar First Holding Co.
includes investment in various investment activities and real estate projects commencing with “Khabary Fahaheel” project. Initially the
company gained full title of another subsidiary Durrat Al Dar Real Estate Co. and invested its full capital therein to be able to gain
title and execute “Khabary Fahaheel” project. Durrat Al Dar Real Estate Co. will facilitate the execution of the project by purchasing
a vast piece of land in Fahaheel area to construct the project thereon “Future City”.

Khabary Fahaheel Project

e A huge distinguished project that aims to construct an integrated residential city at Fahaheel area “Future City”

e |t is anticipated that this project will be a unique landmark in Kuwait and one of its modern sites that will directly participate in
the invigoration of Fahaheel area.

* The project covers an area over 240,000 sm. and is erected on the biggest piece of land ever owned to the private sector.

® The project’s total cost approximates KD 134 million and includes hotel, hotel suites, numerous residential units, residential buildings,
specialty offices, entertainment and commercial units, providing fully distinguished and integrated services to customers and visitors.

Management of the hotel and hotel suites will be assigned to an internationally recognized company to manage the hotel based
on recognized standards.

It is anticipated that the project will be fully operated commercially in mid 2008. It is estimated that the project’s Internal Rate of Return
will be 20% upon commencement of operations. Meanwhile, projections indicate that average return on capital which the company
is expected to realize will be 24.7% against 12% as a return on shareholder’s equity.

Khabary |

Al Fahaheel Future City
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Credit Rating & Collection Services

As part of its plans to alleviate and develop the collection efficiency and
training of its employees on the most modern and developed techniques
in accordance with international standards applied in advanced countries,
Investment Dar has acquired in the last quarter of 2004 nearly 94% of
the shares of Credit Rating & Collection Co. (CRC) to include it in the
Investment Dar Subsidiaries Group. This company shall be entrusted with
the collection activities, which are being carried out currently by the
collection section at the legal department. This company is considered
as one of the leading companies in the field of credit rating. The company

conducts its activities in cooperation with ACRA, the Asian arm of Moody's

International, which operates in the credit rating of banks and corporations.

Investment Dar aims, through gaining title of CRC, to create financial stability that would assist the company and its subsidiaries and
affiliates to conduct their basic activities and play their significant role in supporting the national economy as well as focusing on a
more effective customer service. Meanwhile, Credit Rating & Collection Co. shall focus on the collection of these companies’ funds
and external debts through its specialized services in the management of credit risks and credit rating based on its vast experience
and membership in international organizations e.g. American Collection Association, Total Credit Management Group, Finance & Credit

International Board and Association of Credit Bureaus.
Investment Dar plans to have the Credit Rating Co. listed in the Kuwait Stock Exchange so that it would be the sole listed company

in its field, especially that it was incepted in 1998 with a capital of KD 3 million and realized profit in its financial results and balance

sheets for the last three years.
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Consultancy-Services & Studies

|
Yousef Malallgh

Chairman

Investment Dar Company has, in cooperation with Real Estate Co., in late 2004, established Al Dar International Consultancy Company
(AIC) that will provide consultancy services to all projects of Investment Dar and subsidiaries and associates in addition to the preparation

of feasibility studies with the assistance of several experienced consultancy bureaus inside and outside Kuwait.

Al Dar International Consultancy Company was incorporated to carry out economic and administrative studies and researches as well
as studying and following up all projects initiated by the government, specially those large size projects and infrastructure related
projects and BOT (Built-Operate & Transfer) projects. AIC objectives include representing similar companies, organizing conferences,

seminars and specialized business conferences.

cil gliviw|Jlgeilwlall Jliguili gl 5l
Al Dar International Consultancy (AIG)




Manazel

Manazel Projects

In support of its national and social role and to participate in the
long awaited solution for the youth housing problem, Investment
Dar, in cooperation with its major strategic partners in the sector,
Sawaf Real Estate Co. and Najeeb Al-Humaizi Engineering Consultants
and with the blessing of the government sector, represented by the
Public Housing Authority, launched its housing project Manazel
which aims to provide several housing units in various Kuwaiti areas
with various diversified designs which combines the Kuwaiti cultural
identity and the most modern international architectural techniques

and styles.

Manazel project has, within 5 years, accomplished several achieve-
ments which comprised the construction and sale of several residential
units in various areas in the State of Kuwait including Mubarak
Abdulla Al-Jaber district, Fintas, Al-Shuhadaa and Al-Zahraa.

Manazel “Al Saif”, the summer houses project has solved the time,
effort and finance problems in the form of various shaped chalets,
which are considered as the most modern and durable buildings

with low cost maintenance system.

It is worth mentioning that in 2005 Investment Dar and its strategic
partners Sawaf Real Estate Co. and Najeeb Al-Humaizi Engineering
Consultants in Manazel Project intend to transfer this sector into a
company specialized in the development of the housing and

constructional movement in the Kuwait and the region.
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Proman Project Management

Proman Project Management Company, which is equally owned, by Investment Dar Co., EFAD Holding Co. and Sawaf Real Estate
Company, is considered as the comprehensive and integrated matrix that provides all elements of success to any of the projects of
Investment Dar or its subsidiaries and affiliates. This company has a long vast and distinguished experience in the management and
coordination of human resources and logistics for all types of projects throughout the project duration. The company uses the most
advanced and modern management techniques to achieve its preset goals which comprise the achievement of the highest level of
customer’s satisfaction in regard to scope, cost, time and quality.

Proman Project Management believes that a number of specialized and professional project managers should be assigned to various
projects to ensure the perfect completion and execution of the project within the budget constraints and in accordance with set up
programs, execution plans and the highest standards of quality to satisfy and exceed customers expectations.

Proman Project Management conducts various activities i.e. project planning and management, cost control, project structuring and
development, preparations and consultancies regarding contractors and subcontractors, management of contracts and subcontracts,
management of construction operations and quality control, etc.

To benefit and utilize available international expertise and invest the same in major joint projects, Proman Project Management Company
has announced its alliance with Mace International, thus resulting in the formation of a new structure named Proman Mace, which
in its turn shall execute the development project of Australia Island which is part of The World Project - Al Nakheel Company - Dubai
- UAE. This project is considered as one of the major projects to be managed by the company in addition to Khabary Al-Fahaheel and
other various projects which shall be announced by both private and public sectors, bearing in mind that Proman Mace currently
manages projects valued more than US$ 2.7 billion.

PRO mlalcle

PROJECT MANAGEMENT
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KPMG Al Nisf & Partners Bader & Co. PricewaterhouseCoopers
Public Accountants P.O. Box 2074 Safat 13062

Al Shaheed Tower, 4th Floor 4th Floor, Kuwait Investment Co. Building
Khaled Ben Al-Waleed Street, Sharq Opposite Al-Ahli Bank H.O. Kuwait

P O Box 25578, Safat 13116, Kuwait Tel + 965 - 2408 844

Tel + 965 - 2426 999 Fax + 965 2408 855

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

Email: mail@kpmg.com.kw

To the Shareholders
The Investment Dar Company K.S.C. (Closed)
State of Kuwait

Independent Auditors' Report

We have audited the accompanying consolidated balance sheet of The Investment Dar Company K.S.C. - (Closed) ("the
Company") and its subsidiaries (together referred to as "the Group") as at 31 December 2004 and the related consolidated
statements of income, changes in shareholders' equity and cash flows for the year then ended.

Respective responsibilities of management and auditors
These consolidated financial statements are the responsibility of the Company's management. Our responsibility is to express
an opinion on these consolidated financial statements based on our audit.

Basis of opinion

We conducted our audit in accordance with the International Standards on Auditing. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the 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 estimates
made by management, as well as evaluating the overall consolidated financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated financial position
of the Group as at 31 December 2004, and of the results of its operations and its cash flows for the year then ended, in
accordance with International Financial Reporting Standards.

Also, in our opinion the consolidated financial statements include all information required by the Commercial Companies
Law, and the Company's Articles of Association. Proper books of account have been kept by the Company, an inventory
count was carried out in accordance with recognized procedures and the accounting information given in the board of
directors report agrees with the books of account. We have obtained the information and explanations that we required
for the purpose of our audit. To the extent of information made available to us, we have not become aware of any
contravention, during the year ended 31 December 2004, of the Commercial Companies Law or of law No. 32 of 1968,
as amended, concerning currency, the Central Bank of Kuwait and the organization of banking business or articles of
association, that would materially affect the Group's activities or its consolidated financial position.

@M&W Bader A. Al Wazzan

License No.38-A License No.62-A
KPMG Al Nisf & Partners Bader & Co. PricewaterhouseCoopers
Member Firm of KPMG International
Kuwait, 13 February 2005
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Assets

Cash and cash equivalents
Murabaha investments

Investments held for trading
Investments available for sale

Trade receivables

Other receivables

Land and real estate held for trading

Consolidated Balance Sheet

As at 31 December 2004
(All Amounts are in Kuwaiti Dinars)

Investment properties

Land and real estate under development
Investment in associates

Intangible assets

Property and equipment

Total Assets

Liabilities, Minority Interest and Shareholders' Equity

Liabilities

Payables and other credit balances
Murabaha and wakala payable
Employees’ end of service indemnity
Total Liabilities

Minority interest

Shareholders' Equity

Share capital

Share premium

Treasury shares

Gain on sale of treasury shares

Reserves

Retained earnings
Total Shareholders' Equity
Total Liabilities, Minority Interest and Shareholders'Equity

Note 2004 2003
(KD) (KD)
3 26,174,935 19,836,250
540,101 537,459
4 9,821,462 2,123,075
5 34,244,673 9,401,758
6 189,452,589 169,774,602
7 18,283,557 12,035,806
8 511,990 507,500
9 26,218,687 24,113,767
10 22,611,662 28,269,335
11 989,542 807,320
12 2,490,361 1,337,101
13 4,534,072 1,750,110
335,873,631 270,494,083
14 10,020,361 18,363,563
15 209,185,409 183,892,719
699,974 497,984
219,905,744 202,754,266
16 2,742,017 287,942
17 50,718,995 35,513,570
25,674,252 13,860,181
18 (443,707) (329,254)
109,556 69,916
19,20 14,669,889 7,184,111
22,496,885 11,153,351
113,225,870 67,451,875
335,873,631 270,494,083

The accompanying notes form an integral part of these consolidated financial statements.
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Note 2004 2003
(KD) (KD)

Revenue
Finance income 14,468,310 13,944,042
Investments income 21 5,961,155 6,308,101
Investment services income 22 4,941,284 709,153
Income from land and real estate 23 25,766,042 12,108,562
Other income 24 1,330,272 615,731

52,467,063 33,685,589
Expenses and other charges
Finance cost 14,118,981 11,266,536
General and administrative expenses 7,375,105 4,641,883
Provision for doubtful debts 2,193,932 3,218,206
Depreciation and amortization 680,660 488,758

24,368,678 19,615,383
Income before deductions 28,098,385 14,070,206
Zakat 25 - (648,501)
Kuwait Foundation for the Advancement of Sciences ("KFAS") (198,734) (112,847)
National Labor support tax (615,132) (297,706)
Directors' remuneration (110,000) (94,000)
Net profit before minority interest 27,174,519 12,917,152
Minority interest (416,147) (16,253)
Net profit 26,758,372 12,900,899
Earnings per share (fils) 26 55.11 33.12
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Share Capital Share Treasury Shares Gain o: Sale Reserves Retained Total
(Note 17) Premium (Note 18) Treasu:; shares (Note - 19,20) Earnings ota
Balance at 31 December 2002 24,344,640 5,527,608 - 69,916 4,331,608 3,368,006 37,641,778
Distribution of bonus shares for 2002 2,434,464 - - - - (2,434,464) -
Increase in capital - cash 8,734,466 8,332,573 - - - - 17,067,039
Purchase of treasury shares - - (329,254) - - - (329,254)
Change in fair value of investments available for sale - - - - 118,240 - 118,240
Foreign currency translation reserve - - - - 53,173 - 53,173
Net profit for the year - - - - - 12,900,899 12,900,899
Transfer to reserves - - - - 2,681,090 (2,681,090) -
Balance at 31 December 2003 35,513,570 13,860,181 (329,254) 69,916 7,184,111 11,153,351 67,451,875
Distribution of bonus shares for 2003 5,327,033 - - - - (5,327,033) -
Cash dividends for 2003 - - - - - (3,551,357) (3,551,357)
Increase in capital - cash 9,878,392 11,814,071 - - - - 21,692,463
Purchase of treasury shares - - (232,453) - - - (232,453)
Sale of treasury shares - - 118,000 39,640 - - 157,640
Change in fair value of investments available for sale - - - - 957,143 - 957,143
Foreign currency translation reserve - - - - (7,813) - (7,.813)
Net profit for the year - - - - - 26,758,372 26,758,372
Transfer to reserves - - - - 6,536,448 (6,536,448) -
Balance at 31 December 2004 50,718,995 25,674,252 (443,707) 109,556 14,669,889 22,496,885 113,225,870

The accompanying notes form an integral part of these consolidated financial statements.



2004 2003
(KD) (KD)

Cash flows from operating activities

Net profit before minority interest 27,174,519 12,917,152
Adjustments:

Depreciation and amortization 680,660 488,758
Provision for doubtful debts 2,391,932 3,218,206
Write back of impairment losses of investments available for sale - (660,000)
Gain on sale of investment in an associate - (4,562,869)
Group's share from associates’ profits (29,207) (217,677)
Murabaha and dividends income (667,753) (77,847)
Gain on sale of investments available for sale (1,227,361) -
Change in fair value of investment properties (1,800,853) (7,018,141)
Gain on sale of property and equipment (41,095) (5,990)
End of service indemnity expense 365,605 174,279
Kuwait Foundation for the Advancement of Sciences 198,734 112,847
National labour support tax 615,132 297,706
Board of directors' remuneration 110,000 94,000
Operating income before changes in working capital 27,770,313 4,760,424
Trade receivables (22,069,919) (21,066,128)
Other receivables 1,710,069 (1,074,963)
Investments held for trading (7,698,387) (654,187)
Land and real estate held for trading (4,490) 1,166,160
Payables and other credit balances (9,233,051) 12,786,524
Payment of employees end of service indemnity (163,615) (50,707)
Cash used in operating activities (9,689,080) (4,132,877)
Payment for Kuwait Foundation for the Advancement of Sciences (112,847) (38,578)
Net cash used in operating activities (9,801,927) (4,171,455)
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Note 2004 2003
(KD) (KD)

Cash flows from investing activities

Payment for purchase of investment in associate (199,900) (1,248,574)
Proceeds from sale of an associate - 6,984,875
Murabaha investments (2,642) 1,305,789
Investments available for sale (20,516,179) (2,805,477)
Cash used in acquisition of a subsidiary 12 (4,365,733) (8,969,381)
Net change in land and real estate under development (10,465,825) (13,539,309)
Payment for purchase of property and equipment (3,789,192) (1,153,747)
Proceeds from sale of property and equipment 634,713 15,246
Payment for purchase of intangible assets - (864,558)
Net change in investment properties 8,982,755 (5,680,267)
Murabaha and dividends received 667,753 77,847
Net cash used in investing activities (29,054,250) (25,877,556)
Cash flows from financing activities

Net receipts from murabaha and wakala payables 25,292,690 31,190,345
Proceeds from share capital increase 9,878,392 8,734,466
proceeds from issue premium 11,814,071 8,332,573
proceeds on sale of treasury shares 157,640 -
Payment to purchase treasury shares (232,453) (329,254)
Payment of dividends (3,551,357) -
Net cash from financing activities 43,358,983 47,928,130
Net change in minority interest 1,835,879 -
Net increase in cash and cash equivalents 6,338,685 17,879,119
Cash and cash equivalents at beginning of year 19,836,250 1,957,131
Cash and cash equivalents at end of year 3 26,174,935 19,836,250

The accompanying notes form an integral part of these consolidated financial statements.
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Notes to the Consolidated Financial Statements

31 December 2004
(All Amounts are in Kuwaiti Dinars unless otherwise stated)

Incorporation of the Group

The Investment Dar Company (“The Parent Company”) is a Closed Kuwaiti Shareholding Company established in Kuwait
in 1994 and is registered as an investment company with the Central Bank of Kuwait on 27 August 1995. The Company’s
shares were listed on Kuwait Stock Exchange on April 1999. The Parent Company’s headquarters office is domiciled at
Ahmed Al-Jaber Street, Sharg, Kuwait.

The activities of the Parent Company and its subsidiaries are carried out in accordance with Noble Islamic Shari‘ah principles.
The principal activities of the Group are selling and leasing of motor vehicles and real estate properties to consumers based
on Musawama, Murabaha, ljara and Wakala contracts. The Group is also engaged in Murabaha investments with local
Islamic financial institutions, trading in land and real estate and managing portfolios on behalf of third parties.

The consolidated financial statements were authorised for issue by the Board of Directors on 13 February 2005, however,
the Company’s shareholders may amend these consolidated financial statements at the annual general assembly meeting.

The Parent Company and the following owned principal subsidiaries are collectively referred to as the “Group” in these

consolidated financial statements.

Company

Ownership percentage

Masha’er General Trading & Contracting Co. (W.L.L)
Manafe’'a Real Estate Co. (W.L.L)

Al Dar Financing Co. - previously known as Al Mal Investment Co.

(K.S.C (closed))
Al Shomokh Al Arabi General Trading & Contracting Co. (W.L.L)

Al Raya Kuwaiti Real Estate Company (W.L.L)

Al Dar Holding (K.S.C — holding (closed)

Kuwait & Al Rafdeen Holding Co. (K.S.C holding(closed))
Al Dar International Fund Collection Co. (K.S.C - closed)
Al Dar Investment Assets Management Co. (K.S.C- closed)
ADAM Real Estate Co. (B.S.C — Closed)

Al-Dar International For Studies & Consultants previously known as
Dar Al Fahaheel for Studies and Consultants (K.S.C — closed)
Al Dar Regional for Trading & Construction works (K.S.C — closed)

Al Dar International Real Estate Co. (K.S.C — Closed)

Credit Rating and Collection Co. (K.S.C — closed)

100% by virtue of letters of renunciation
100% by virtue of letters of renunciation
96.536% out of which 2% by virtue of letters of
renunciation

96.536% out of which 2% by virtue of letters of
renunciation

100% out of which 50% by virtue of letters of
renunciation

98%

98%

98%

93.75%

100% out of which 1% by virtue of letters of
renunciation

50.5% out of which 2% by virtue of letters of
renunciation

99% out of which 1% by virtue of letters of
renunciation

99% out of which 1% by virtue of letters of
renunciation

94%
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Notes to the Consolidated Financial Statements

31 December 2004
(All Amounts are in Kuwaiti Dinars unless otherwise stated)

2.1

2.2

The Parent Company effectively controls the ownership of the above mentioned subsidiaries. Legal formalities to complete
transferring the ownership of shares owned by virtue of letters of renunciation indicated above were not complete as of
the balance sheet date. All subsidiaries are established in Kuwait except ADAM Real Estate Co., (B.S.C — closed) which was
established in Bahrain.

During the year ended 31 December 2004, the name of Al Dar First Real Estate Co., K.S.C. (closed) has been changed to
Al-Dar National Real Estate Co., (K.S.C — closed) and its share capital has been increased to KD 35 Millions and new
shareholders have been admitted to the Company. Accordingly, the Parent Company’s share became 17.06%. Currently
the Company has no control over that company. Accordingly, the investment has been reclassified as investments available
for sale.

During the year ended 31 December 2004, the name of Al Dar First Trading Co., (K.S.C - closed) has been changed to Al
Dar First Holding Co., (K.S.C — closed) and its share capital has been increased to KD 50 millions and new shareholders
have been admitted to the Company. Accordingly, the Parent Company’s share became 19.8%. Currently the Company
now has no control over that company which resulted in modifying the Company share in Durrat Al Dar Real Estate Company
(K.S.C — closed) (A subsidiary company of Al Dar First Holding Company) to be 1.01%, so the investment has been transferred
to investments available for sale.

During the year ended 31 December 2004, the Parent Company established three subsidiaries: Al — Dar International For
Studies & Consultants (K.S.C — closed), Al Dar Regional for Trading & Construction works (K.S.C — closed) and Al Dar
International Real Estate Co. (K.S.C — Closed) and purchased the shares of Credit Rating and Collection Co., (K.S.C — closed)
at 94% resulting in a positive goodwill amounting to KD 1,276,064.

Basis of Preparation and Significant Accounting Policies

Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
under the historical cost basis of measurement, except financial instruments classified as investments held for trading,
investments available for sale and investment properties, which are carried at fair values. In preparing these consolidated
financial statements, the financial statements of the Parent Company and subsidiaries have been consolidated after
eliminating intra-group balances, intra-group transactions and resulting unrealised profits in full. Uniform accounting policies

had been used by the companies of the Group for recognizing like transactions and other events in similar circumstances.

The preparation of consolidated financial statements in accordance with these Standards requires management to make
estimates and assumptions that may affect the amounts reported in these consolidated financial statements.

Financial instruments
Classification and measurement

The principal financial instruments that the Group uses are classified as Financial Assets originated by the Group, held for
trading assets, available for sale assets and financial liabilities.
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2.3

2.4

2.5

2.6

2.7

2.8

Financial assets originated by the Group

These are financial assets (principally bank balances and receivables arising from Musawama, Murabaha and ljara contracts)
created by the Group through providing goods or services directly to the customers other than those assets originated with
intent to be sold in the short term. These assets are subsequently re-measured at amortised cost using the effective yield
method, less impairment in value.

Held for trading assets

These are assets that are acquired principally for the purpose of generating profit from short-term fluctuations in price.
Subsequently, these assets are re-measured at fair value. Resultant unrealised gains and losses arising from changes in fair
value are included in the statement of income.

Available for sale assets

These are financial assets 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. These are
subsequently re-measured and carried at fair value and any resultant unrealised gains or losses are taken to equity.
Financial liabilities other than held for trading

These are financial liabilities created by Murabaha and Wakala contracts. They are subsequently re-measured and carried
out at amortised cost using the effective yield method.

Recognition and derecognition

All financial instruments are initially recognised at cost (including transaction costs).

A financial asset or a financial liability is recognised when the Group becomes a party to the contractual provisions of the
instrument. A financial asset is de-recognised when the Group loses control of the contractual rights that comprise the
asset and a financial liability is de-recognised when the obligation arrised from the contract is discharged, cancelled or
expired. When a financial asset is derecognised, the fair value adjustment that had been reported in equity is included in
the statement of income.

Fair values

For financial instruments traded in organised financial markets, fair value is determined by reference to quoted bid market
prices. Bid prices are used for assets and offer prices are used for liabilities.
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2.9

2.10

For unquoted equity investments, fair value is determined by reference to the market value of a similar investment, or is
based on expected discounted cash flows after adjustment to reflect the specific conditions of the issuer company. In
case the fair value cannot be reliably measured, the investment is carried at cost less impairment in value.

Impairment

A financial asset is impaired if its carrying amount is greater than its estimated recoverable amount. An assessment is
made at each balance sheet date to determine whether there is objective evidence that a specific financial asset, or a
group of similar assets, may be impaired. If such evidence exists, the estimated recoverable amount of that asset is
determined and any impairment loss is recognised in the statement of income except of amounts recognised in equity.

Specific provision for impairment is established to meet credit risk on originated financial assets when there is objective
evidence that the Group will not be able to collect all amounts due. The amount of the specific provision is the difference
between the carrying amount and the recoverable amount of the asset which determined based on the present value
of expected cash flows taking into consideration amounts recoverable from guarantees and collateral discounted based
on the effective profit rate at inception of the contract.

In addition to the specific provision, a general provision is established to cover the risk of expected doubtful debts, which
were not identified on the date of financial statements and may exist in accordance with Central Bank of Kuwait instructions.

Trade and settlement date accounting
All regular way purchases and sales of financial assets are recognised using settlement date accounting.

Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the time
frame generally established by regulations or conventions in the market place.

Cash and cash equivalents

Cash on hand, term and demand deposits with banks and financial institutions whose original maturities do not exceed
three months from the date of placements are classified as cash and cash equivalents in the statement of cash flows.

Land and real estate held for trading
Land and real estate acquired for resale are classified as held for trading and are carried at the lower of cost and net
recoverable value. Net recoverable value is the estimated selling price less estimated selling costs.
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2.12

2.13

2.14

2.15

Investment properties

Investment properties not occupied by the Group and acquired for long-term leases or for capital appreciation in future,
are classified as investment properties.

Investment properties are stated at cost on acquisition and re-measured at fair value. Fair value is determined by an
independent registered valuer on each balance sheet date. Gains or losses arising from change in fair value are recognised
in the statement of income.

Investment in associates
Associates are enterprises in which the Group holds 20% to 50% of the voting power or over which it exercises significant
influence. Investments in associates are accounted for using the equity method of accounting.

Land and real estate under development

Land and real estate under development are recognized at cost, including development costs. When the development
process is completed, the land and real estate are classified either as investment property or land and real estate held
for trading or as property for the Group’s self-occupation as per management intention regarding the future use of
these properties.

Intangible assets

Intangible assets comprise of computer software, leasehold rights for premises (key money) and goodwill. Costs of
computer software which are expected to have useful lives of more than one year are carried at cost and amortized on
a straight-line basis over their expected useful lives of 3 years. All other software costs are charged to

statement of income.

Cost incurred to acquire leasehold rights are carried at cost and amortized on a straight-line basis over their expected
useful lives up to 20 years.

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net assets of
the acquired subsidiary/associate at the date of acquisition. Goodwill is amortized using the straight-line method over
their expected useful lives of 5 years.

The carrying amount of intangible assets are reviewed annually. When there is an indication that an intangible asset may
be impaired, it is written down to its recoverable amount and the impairment loss is recognised in the
statement of income.
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2.16

2.17

2.18

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and impairment losses. Cost comprises of
acquisition costs and all directly attributable costs of bringing the asset to working condition for its intended use.
Depreciation is provided in equal installments over the estimated useful lives of the assets as follows:

Years
Buildings 20
Furniture and fixtures 3
Vehicles 3
Computer 3

The carrying amount of property and equipment are reviewed at each balance sheet date to determine whether there is
any indication of impairment. If any such indication exists, these assets are written down to their recoverable amount
and the impairment loss is recognised in the statement of income.

End of service indemnity
The Group is liable under Kuwait Labour Law to make payments under defined benefit plans to employees at cessation
of employment.

The defined benefit plan is unfunded and is based on the liability that would arise on involuntary termination of all
employees on the balance sheet date. This basis is considered to be a reliable approximation of the present value of the
Group’s liability.

Accounting for leases

Leases of property and equipment where the lessee assumes substantially all the benefits and risks of ownership are
classified as finance leases. Leases of assets under which the lessor effectively retains all the risks and benefits of ownership
are classified as operating leases

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

Where the Group is the lessor

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

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

Provisions are recognised when the Group has a legal or constructive obligation as a result of past events, and it is probable
that an outflow of economic resources will be required to settle the obligation; and the amount can be reliably estimated.

2.20 Treasury shares

Treasury shares consists of the Group’s own shares that have been issued and subsequently purchased by the Group and
not yet reissued or cancelled. Treasury shares are accounted for using the cost method where the cost of the shares
reacquired is deducted from equity. When the treasury shares are reissued, gains are credited to a separate account in
shareholder’s equity (gain on sale of treasury shares), which is not distributable. Any realised losses are charged to the
same account to the extent of the credit balance in that account. Any excess losses are charged to retained earnings and
then to reserves. Gains realised subsequently on the sale of treasury shares are first used to offset any previously recorded
losses in the order of reserves, retained earnings and the gain on sale of treasury shares account. The issue of bonus
shares increases the number of treasury shares proportionately and reduce the average cost per share without affecting
the cost of treasury shares.

2.21 Revenue recognition

Murabaha, Musawama, Wakala and ljara income are recognised on a time proportion basis so as to yield a constant
periodic rate of return based on the balances outstanding. Cost of Murabaha and wakala payable is expensed on a time
proportion basis taking into account of the profit rate attributable and outstanding balances. Operating lease income is
recognised on a straight-line basis over the lease term.

Dividend income is recognized when right to receive payment is established. Revenue from sale of land and real estate
is recognised on completion of the sale contract. Management fees are recognised as it accrues.

2.22 Foreign currencies

The functional currency of the Group is the Kuwaiti Dinar. Foreign currency transactions are recorded in Kuwaiti Dinars
at the rate of exchange prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are converted to Kuwaiti Dinars at the closing rate as of the balance sheet date. Resultant gains or losses are
taken to the statement of income.

Net assets of associates are translated at the exchange rates prevailing at the date of the balance sheet. Revenues and
expenses are translated at the average exchange rates for the year. Gains and losses resulting from these transactions
are directly included in shareholders’ equity in foreign currency translation reserve.

2.23 Zakat

Zakat is computed on the reserves and retained earnings balances as approved by the Shari’ah Supervisory Board and is
deducted from the voluntary reserve.
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2.24 Fiduciary assets
Assets held in trust or in a fiduciary capacity are not treated as assets of the Group and accordingly are not included in

m

these financial statements

Cash and cash equivalents

Cash on hand

Accounts with banks and financial institutions

Investments held for trading

Investments in local shares
Investments in foreign shares
Investments in local portfolios
Investments in foreign portfolios

Investments available for sale

Investments in local shares — unquoted
Investments in local shares — quoted
Investments in foreign shares — unquoted
Investments in local funds — quoted
Investments in local funds — unquoted

Investments available for sale include an amount of KD 25,099,552 as at 31 December 2004 (KD 7,102,508 as at 31 December
2003) represent any unquoted investments carried at cost since it was not possible to reliably measure their fair values as at

2004 2003
45,102 3,845,093
26,129,833 15,991,157
26,174,935 19,836,250

2004 2003
7,933,791 2,032,795
1,837,135 =
- 1,042
50,536 89,238
9,821,462 2,123,075

2004 2003
21,255,670 3,043,902
2,387,800 1,810,852
3,581,777 4,058,606
98,000 488,398
6,921,426 -
34,244,673 9,401,758

31 December 2004. The financial information currently available do not indicate impairment in their values.

Trade receivables

Cost

Provision for doubtful debts

Provision for doubtful debts comprises of:

Specific provision
General provision

Total

The specific provision utilized during the year as at 31 December 2004 amounted to KD Nil (KD 2,816,332 as at 31 December
2003) representing the trade receivables written off after the approval of Company’s Board of Directors. The average yield rate

2004 2003
202,547,895 180,549,415
(13,095,306) (10,774,813)
189,452,589 169,774,602

2004 2003

(9.248,346) (7,551,366)
(3.846,960) (3,223,447)
(13,095,306) (10,774,813)

on trade receivables was 12.27% as at 31 December 2004 (11.58% as at 31 December 2003).
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10.

Other receivables 2004 2003
Suppliers — advance payments 8,025,408 3,087,045
Accrued income 54,634 6,158,857
Prepaid expenses 45,760 30,995
Other debit balances 9,327,956 2,758,909
Due from related parties on investment transactions 829,799 -
18,283,557 12,035,806

Suppliers — advance payments represent advances paid for purchasing goods under cancellable contracts, and advance
paid for purchasing lands and real estate. Due from related parties comprises of amounts paid on behalf of other parties

on investment transactions.

Land and Real Estate held for trading 2004 2003

Balance as at 1 January 507,500 =
Additions during the year 511,990 507,500
Sold during the year (507,500) -
Balance as at 31 December 511,990 507,500
Investments Properties 2004 2003

Balance as at 1 January 24,113,767 4,855,369
Additions during the year 21,904,747 8,621,371
Sold during the year (30,887,502) (1,830,534)
Net transfer from land and real estate under development 9,286,822 5,449,420
Increase in fair value 1,800,853 7,018,141
Balance as at 31 December 26,218,687 24,113,767

Certain plots of land amounting KD 3,256,511 as at 31 December 2004 are registered in the name of a member of Board

of Directors, who has provided letters of renunciation confirming the Group’s ownership of these plots of land.

Land and Real Estate under development 2004 2003
Opening balance 28,269,335 27,197,337
Additions during the year 25,623,322 24,021,364
Sold during the year (21,994,173) (17,499,946)
Net transfer to investment properties (9,286,822) (5,449,420)
22,611,662 28,269,335

Certain plots of land under development amounting KD 848,808 as at 31 December 2004 are registered in the name
of a member of the Board of Directors, who has provided letters of renunciation confirming the Group’s ownership of

these plots of land.
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11.

12.

Investment in Associates

Investment House (Q.S.C — closed)

Broman Company for Projects Management (W.L.L)

Brand Advertising Co. (W.L.L)

Ownership 2004 2003
30% 789,642 807,320
49.9% 49,900 -
42.86% 150,000 -
989,542 807,320

Investment in associate (Investment House Q.S.C — closed) includes net goodwill balance of KD 213,192 as at 31 December
2004 (KD 259,992 as at 31 December 2003) after deducting accumulated amortization of KD 98,798 as at 31 December
2004 (KD 51,998 as at 31 December 2003)

Intangible Assets

Cost

As at 1 January

Assets of the acquired subsidiary
Goodwill from acquisition of subsidiary
Additions

As at 31 December

Accumulated amortisation
As at 1 January

Accumulated amortization of
the acquired subsidiary’s assets
Charge for the year

As at 31 December

Net book value as at

31 December

2004 2003
Software Lease Hold Key Money Goodwill Total Total
Properties

399,870 1,212,900 59,510 - 1,672,280 807,722
229,434 - - - 229,434 -
- - - 1,276,064 1,276,064 -
- - - - - 864,558
629,304 1,212,900 59,510 1,276,064 3,177,778 1,672,280
206,814 74,622 53,743 - 335,179 156,502
152,587 - - - 152,587 -
133,290 60,646 5,715 - 199,651 178,677
492,691 135,268 59,458 - 687,417 335,179
136,613 1,077,632 52 1,276,064 2,490,361 1,337,101

Leasehold properties represent the net cost incurred to acquire leasehold rights of land for the Company’s new headquarters
building. The lease contract with Government is renewable annually.
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Notes to the Consolidated Financial Statements
31 December 2004

(All Amounts are in Kuwaiti Dinars unless otherwise stated)

13.

14.

The Group acquired an investment in a subsidiary, Credit Rating & Collection Co. K.S.C — closed in December 2004,
resulting in a positive goodwill of KD 1,276,064 as follows:

Current assets

Non Current assets

Current liabilities

Net fair value

Goodwill

Acquision cost

Less: cash and cash equivalent
Cash used to acquire a subsidiary

Property and Equipment

Cost

As at 1 January

Assets of the acquired subsidiary
Additions

Disposals

As at 31 December

Accumulated depreciation
As at 1 January
Accumulated depreciation of
acquired subsidiary’s assets
Charge for the year

Relating to disposals

As at 31 December

Net book value as at 31 December

Payables and other credit balances

Trade payables
Accrued expenses
Accrued zakat

Kuwait Foundation for the Advancement of Sciences

National labour support tax
Board of directors’ remuneration
Others

3,146,059
93,477
(74,100)
3,165,436
1,276,064
4,441,500
(75,767)
4,365,733
2004 2003
Buildings Furniture, Computer Work in Total Total
equipment & progress
&vehicles accessories
463,997 1,693,812 913,967 1,600 3,073,376 1,737,526
- 61,232 68,962 - 130,194 192,804
- 823,661 155,840 2,809,691 3,789,192 1,153,747
- (705,416) - - (705,416) (10,701)
463,997 1,873,289 1,138,769 2,811,291 6,287,346 3,073,376
37,054 608,216 677,996 - 1,323,266 1,084,134
- 82,584 96,284 - 178,868 62,171
23,080 319,185 91,944 - 434,209 178,407
- (183,069) - - (183,069) (1,446)
60,134 826,916 866,224 - 1,753,274 1,323,266
403,863 1,046,373 272,545 2,811,291 4,534,072 1,750,110
2004 2003
4,843,499 13,489,233
2,002,646 975,329
2,726 711,940
198,734 112,847
912,838 297,706
110,000 94,000
1,949,918 2,682,508
10,020,361 18,363,563
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15.

16.

17.

18.

Murabaha and wakala payables

These represent murabaha and wakala contracts that mature over a period of 2 to 4 years.

The average effective yield rate was 5.34% as at 31 December 2004 (5.07% as at 31 December 2003)

Minority Interest

The movement in minority interest account during the year is as follows:

2004 2003
Opening balance 287,942 -
Minority interest in subsidiaries operating results 416,147 16,253
Minority interest in subsidiaries share capital 2,037,928 271,689
2,742,017 287,942

Share capital

The general assembly of shareholders approved in 28, April 2004 the following increases in the Parent Company’s
share capital:

- Share capital increase of 25% in cash by issuing 88,783,920 shares of 100 fils par value and 120 fils share premium
per share. Share capital increase was subscribed in full.

- Share capital increase of 15% as bonus shares

Also, the extraordinary general assembly of shareholders in 20, December 2004 approved the following increase for the
Parent Company’s share capital.

- Share capital increase in cash by issuing stock option for staff of 10 million shares of 100 fils par value and 116 fils
share premium per share. Share capital increase was fully subscribed.

Accordingly, issued and paid up capital became KD 50,718,995 divided into 507,189,952 shares of 100 fils par value as
at 31 December 2004. (KD 35,513,570 divided into 355,135,680 shares of 100 fils par value as at 31 December 2003).

Treasury Shares 2004 2003

Number of treasury shares (shares) 2,536,000 920,000
Ownership percentage 0.50% 0.26%
Cost (KD) 443,707 329,254
Market value (KD) 1,496,240 354,200

As at 31 December 2004 and 2003, all treasury shares were owned by one of the subsidiaries.
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19. Reserves

Statutory Voluntary General Foreign Unrealised
reserve reserve reserve currency gain on Total
(Note 20) (Note 20) (Note 20) translation investments
reserve available
for sale
Balance at 31 December 2002 2,159,158 2,159,158 - (15,150) 28,442 4,331,608
Transfer to reserves 1,340,545 1,340,545 - - - 2,681,090
Foreign currency translation differences - - - 53,173 - 53,173
Changes in fair value of investments available for sale - - - - 118,240 118,240
Balance at 31 December 2003 3,499,703 3,499,703 - 38,023 146,682 7,184,111
Transfer to reserves 2,768,224 2,768,224 1,000,000 - - 6,536,448
Foreign currency translation differences - - -- (7,813) - (7,813)
Changes in fair value of investments available for sale - - - - 957,143 957,143
Balance at 31 December 2004 6,267,927 6,267,927 1,000,000 30,210 1,103,825 14,669,889




20. Statutory, voluntary, and general Reserves

Statutory reserve

In accordance with the Commercial Companies Law and the Parent Company’s Articles of Association, 10% of net profit
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 permitted to utilize amounts in excess of 50% of the share capital in aspects seen appropriate for the benefit
of the Company and its shareholders.

Voluntary reserve

In accordance with the Parent Company’s Articles of Association, a percentage of net profit for the year as proposed
by the Board of Directors and approved by the General Assembly is transferred 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 for the year ended 31 December 2004 (31 December
2003 - 10%).

General reserve

In accordance with the Parent Company’s Articles of Association, an amount of net profit proposed by the Board of
Directors and approved by the General Assembly is transferred to general reserve. Such transfer may be discontinued by
a resolution of the General Assembly based on a proposal put forward by the Board of Directors. The Board of Directors
proposed a transfer of KD 1,000,000 of net profit for the year ended 31 December 2004 (31 December 2003 — Nil).

21. Investments Income 2004 2003

Group share of associates’ profits 29,207 217,677
Gain from sale of Investment in an associate - 4,562,869
Dividends 598,433 77,847
Murabaha income 69,320 -
Portfolios’ income 60,401 324,432
Gain on sale of trading and available for sale and investments 1,858,668 187,276
Write back of impairment of available for sale investments - 660,000
Change in fair value of trading investments 3,345,126 278,000

5,961,155 6,308,101
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22.

23.

24.

25.

26.

Investments Services Income 2004 2003

Management fees on portfolios and investment

on behalf of others 359,932 447,671
Subscription Fees 3,207,810 -
Funds’ management fees 762,760 261,482
Commissions on sale 450,000 -
Researches and consultancy 160,782 -
4,941,284 709,153
Income from Land and Real estate 2004 2003
Gain on sale of land and real estate 23,965,189 5,090,421
Change in fair value of investment properties 1,800,853 7,018,141
25,766,042 12,108,562
Other Income 2004 2003
Collection fees 292,278 298,177
Gain on sale of property and equipment 41,095 5,990
Operating lease income 239,044 264,705
Miscellaneous income 757,855 46,859
1,330,272 615,731
Zakat

According to the Board of Directors’ proposal, effective from 31 December 2004 the Company deducts Zakat amounting

KD 1,096,893 from the voluntary reserve account.
This proposal is subject to the approval of the General Assembly of shareholders.

If this proposal has been applied for the year ended 31 December 2003, the net profit would have been amounted to

KD 13,549,400 and earnings per share would be 34.78 fils per share.

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

2004 2003
Net profit for the year (K.D.) 26,758,372 12,900,899
Weighted average number of outstanding shares
issued during the year 485,551,751 389,575,880
Earnings per share (fils) 55.11 33.12
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27.

28.

Proposed dividends

Year ended 31 December 2004

Board of directors proposed cash dividends of 25 fils per share in addition to 75 subsidiary’s owned shares (Al-Dar Finance

Company KSCC) per 1,000 shares of the Investment Dar Company

Year ended 31 December 2003

The general assembly approved cash dividend of 10 fils per share and bonus share of 15% of capital.

Dividends for shareholders is registered in the financial statements after approval of the general assembly of shareholders
on dividends proposed by the board of directors.

Geographical distribution of assets and liabilities

State of Kuwait
Other GCC countries

Europe
North America

Other countries

as at 31 December

Liabilities

as at 31 December

2004 2003 2004 2003
314,940,215 246,506,347 215,950,175 202,751,706
14,489,154 18,102,771 3,955,569 =
354,439 341,256 - -
4,108,399 1,456,149 = 2,560
1,981,424 4,087,560 - =
335,873,631 270,494,083 219,905,744 202,754,266
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29.

Segment distribution

Effective from the current financial periods, the Group has changed the presentation way of segment distribution to reflect the current change of the internal presentation of the segment
information for the purpose of management.
The group carries out most of its activities in Kuwait through three major business segments:

- Finance segment: represented in supplying consumers and companies of all their miscellaneous needs as per contracts complying with the Islamic Sharia Principles.
- Real estate segment: : represented in sale of land and real estate held for trading or after developing them, cash or through Istesnaa’ contracts.

- Investment segment: represented in management of real estate portfolios and investment funds on behalf of third parties and management of the Group’s investments

An information analysis according to segments for the financial year as at 31 December 2003/2004 is as follows:

Finance Real Estate Investment Unallocated Items Total
2004 2003 2004 2003 2004 2003 2004 2003 2004 2003
Segment revenues 15,798,582 14,559,773 25,766,042 12,108,562 10,902,439 7,017,254 - 52,467,063 33,685,589

Segment expenses (9,037,526) (9,803,445) (9,606,931) (5,718,412) (4,457,655) (3,338,079) (1,266,566) (755,447)  (24,368,678) (19,615,383)
Segment results 6,761,056 4,756,328 16,159,111 6,390,150 6,444,784 3,679,175  (1,266,566) (755,447) 28,098,385 14,070,206
Segment assets 190,641,321 172,861,647 29,448,338 26,233,219 80,703,112 43,649,736 35,080,860 27,749,481 335,873,631 270,494,083
Segment liabilities 128,753,655 139,881,078 18,340,715 15,049,077 50,262,694 28,932,712 22,548,680 18,891,399 219,905,744 202,754,266
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30.

31.

32.

33.

Related parties transactions

Related parties represents Group’s shareholders who have representatives in the Board of Directors, members of the Board
of Directors and senior management. In the normal course of business, the Group entered into transactions with related
parties during the year ended 31 December 2004 on terms approved by the Group’s management.

The related parties transactions and outstanding balances relating to those related parties are as follows:

2004 2003
Trade payable 164,517 695,610
Murabaha payable 30,659,409 32,502,101
Purchases for resale 28,424,918 5,797,352
Suppliers - advance payment 8,684 31,381
Trade receivables 916,928 266,908
Due on investment operations 829,799 -

The Company also manages portfolios on behalf of a related party. Assets of these portfolios amounted to KD 1,031,789
as at 31 December 2004 (2003: KD 3,092,347), and are held as off balance sheet items.

All related parties transactions are subject to the approval of the general assembly meeting of the shareholders.

Off balance sheet items

The Group manages portfolios on behalf of others and the balances of these portfolios are not included in the balance
sheet of the Group. The net assets of these portfolios amounted to KD 119,850,382 as at 31 December 2004
(31 December 2003: KD 28,206,020).

Capital Commitments 2004 2003
New headquarter project 2,400,000 2,400,000
Cost of development of land and real estates 1,363,988 2,667,615
Uncalled capital installments of investment in companies shares 82,626 138,695
3,846,614 5,206,310

Director’s remuneration
Board of Director’s remuneration is calculated based on the net profit for the year before the share of Kuwait Foundation

for the Advancement of Sciences. The remuneration shall not exceed 10% of the net profit after appropriation of the
required reserves and a dividend of at least 5% of paid up capital to shareholders.
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Staff costs

Staff costs amounted to KD 5,213,333 for the year ended 31 December 2004 (2003: KD 2,452,918). Number of employees
as at 31 December 2004 was 311 (31 December 2003: 216).

Financial risk management

In the ordinary course of business, the Group is exposed to several risks as follows:

Credit risk

Credit risk is the risk that one party to a financial instrument may fail to discharge an obligation on maturity date and
cause the other party to incur a financial loss. Trade receivables are considered the most of the assets exposed to credit
risk. The Group manages this risk by dealing with a large number of customers, setting up credit limits, monitoring
periodically the outstanding balances and by securing appropriate collaterals when deemed necessary.

Foreign currency risk

Represented in the risk of fluctuations in foreign exchange rates that may adversely affect the cash flows of the Group
or values of assets and liabilities in foreign currencies. Generally, the Group manages this risk through concentration of
its business transactions in the local currency.

Rate of return risk

Rate of returns risk arises from changes in market rates of profit and financing costs. The Group's exposure to this risk is
minimal as all contracts are either at fixed rates or setting up ceilings for the effective rate of return on that contracts.

Liquidity risk
Liquidity risk is the risk that the Group may be unable to meet commitments associated with financial instruments when

they fall due. The Group manages this risk by dealing with reputed counterparties, diversifying its investments and matching
the maturities of financial assets and financial liabilities.
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The maturity analysis of financial assets and liabilities as at 31 December 2004 is as follows:

Assets

Cash and cash equivalents
Murabaha investments

Investments held for trading
Investments available for sale

Trade receivables

Other receivables

Land and real estate held for trading
Investment properties

Investment in associates

Land and real estate under development
Other assets

Total assets

Liabilities

Trade and other payables
Murabaha and wakala payables
Total liabilities

From

e, amemhe JomI o Meetwm
26,174,935 - = = 26,174,935
- - 540,101 - 540,101
- 9,821,462 - = 9,821,462
- - 34,244,673 - 34,244,673
50,397,610 62,946,492 67,741,017 8,367,470 189,452,589
2,861,720 8,585,161 6,836,676 - 18,283,557
- 511,990 - - 511,990
- - 26,218,687 - 26,218,687
- - 989,542 - 989,542
- - - 22,611,662 22,611,662
- - 5,748,369 1,276,064 7,024,433
79,434,265 81,865,105 142,319,065 32,255,196 335,873,631
10,020,361 - - 699,974 10,720,335
61,127,762 75,246,768 72,810,879 - 209,185,409
71,148,123 75,246,768 72,810,879 699,974 219,905,744
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The maturity analysis of financial assets and liabilities as at 31 December 2003 is as follows:

Assets

Cash and cash equivalents
Murabaha investments

Investments held for trading
Investments available for sale

Trade receivables

Other receivables

Land and real estate held for trading
Investment properties

Investment in associates

Land and real estate under development
Other assets

Total assets

Liabilities
Trade and other payables

Murabaha and wakala payables
Total liabilities

Fair value of financial instruments

From

e, amemhe JomI Meetm
19,836,250 - - - 19,836,250
437,459 100,000 - - 537,459
2,123,075 - - = 2,123,075
- - 9,401,758 - 9,401,758
57,376,310 36,702,890 58,777,615 16,917,787 169,774,602
12,035,806 - - - 12,035,806
- - 507,500 - 507,500
- - 24,113,767 - 24,113,767
- - 807,320 - 807,320
- - 28,269,335 - 28,269,335
- - 2,654,501 432,710 3,087,211
91,808,900 36,802,890 124,531,796 17,350,497 270,494,083
18,861,547 - - - 18,861,547
49,829,109 48,500,625 72,085,718 13,477,267 183,892,719
68,690,656 48,500,625 72,085,718 13,477,267 202,754,266

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable, willing
parties in an arms length transaction. The fair values of these financial instruments approximate their book values.

Comparative figures

Where necessary, comparative figures have been reclassified to conform with the presentation in the current year.

Investment Dar Co. K.S.C (Closed) and Its Subsidiaries ~ Annual Report 2004

61]






