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Afkar Holding Company K.S.C. (Holding) and its Subsidiary

CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2008

Period from 16

April 2006 to
Notes 31 December 31 December
2008 2007
KD KD
Sales 788,785 -
Cost of sales (481,157) -
Gross profit 307,628 -
Wakalah income 429,429 -
Tawarrug income 5,702 -
Murabaha income - 399,501
Dividend income 56,250 -
Finance income 11,096 -
Share of results of associates 388,077 -
Realised loss on sale of available for sale investments (101,213) -
Impairment loss of available for sale investments 5 (1,214,750) -
Gain on partial sale of investment in a subsidiary company 3 3,500 -
Negative goodwill 3 228,060 -
Other income 14,663 -
Finance costs (22,773) -
Staff costs (433,960) (89,225)
Administrative expenses (249,313) (12,421)
Murabaha charges - (44,186)
Other expenses (827) -
(LOSS) PROFIT BEFORE CONTRIBUTION TO KUWAIT
FOUNDATION FOR THE ADVANCEMENT OF SCIENCES (KFAS),
ZAKAT AND BOARD OF DIRECTORS’ REMUNERATION (578,431) 253,669
Contribution to KFAS (782) (2,283)
Zakat (936) (155)
Board of Directors’ remuneration (3,000) -
(LOSS) PROFIT FOR THE YEAR/PERIOD (583,149) 251,231
Attributable to:
Equity holders of the parent company (623,599) 251,231
Minority interest 40,450 -
(583,149) 251,231

The attached notes 1 to 18 form part of these consolidated financial statements.
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Afkar Holding Company K.S.C. (Holding) and its Subsidiary

CONSOLIDATED BALANCE SHEET

At 31 December 2008

Notes
ASSETS
Non-current assets
Goodwill 3
Property, plant and equipment 4
Investment in associates 5
Available for sale investments 6
Leasehold prepayment
Current assets
Inventories 7
Other assets 8
Tawarruq receivables 9
Murabaha receivables 9
Bank balances and cash
TOTAL ASSETS
EQUITY AND LIABILITIES
Equity
Share capital 10
Statutory reserve 11
Cumulative changes in fair values
Foreign currency translation reserve
(Accumulated loss) retained earnings
Equity attributable to equity holders of the parent company
Minority interest
Total equity
Liabilities
Non-current liabilities
Long term loan 12
Employees’ end of service benefits
Current liabilities
Current portion of long term loan 12
Other liabilities 13

TOTAL EQUITY AND LIABILITIES

31 December

31 December

2008 2007
KD KD
182,721 -

432,254 1,924
4,488,120 2,689,564
6,010,339 3,150,000

115,625 -

11,229,059 5,841,488

193,789 -

136,658 4,583
4,725,702 -

- 9,332,541
80,111 620,795
5,136,260 9,957,919
16,365,319 15,799,407
15,500,000 15,500,000
25,367 25,367
557,352 -
(8,156) -
(397,735) 225,864
15,676,828 15,751,231
196,731 -
15,873,559 15,751,231
125,000 -
85,639 4,188
210,639 4,188
50,000 -
231,121 43,988
281,121 43,988
16,365,319 15,799,407

Saleh Mohamed Al Yousef
(Chairman and Managing director)

The attached notes 1 to 18 form part of these consolidated financial statements.

Waleed Al Rowaih
(Vice Chairman)
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Afkar Holding Company K.S.C. (Holding) and its Subsidiary

CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 December 2008

Period from 16
31 December April 2006 to 31

Notes 2008 December 2007
KD KD
OPERATING ACTIVITIES
(Loss) profit for the year/period (583,149) 251,231
Adjustments for:
Share of results of associates : (388,077) -
Realised loss on sale of available for sale investments 101,213 -
Impairment loss of available for sale investments 5 1,214,750 -
Gain on partial sale of investment in a subsidiary company 3 (3,500) -
Negative goodwill 3 (228,060) -
Gain on sale of property, plant and equipment (554) -
Provision for employees’ end of service benefits 52,130 4,188
Amortisation of leasehold prepayments 5,625 -
Murabaha charges - 44,186
Depreciation 62,908 -
233,286 299,605

Changes in working capital:

Inventories (19,232) -
Other assets (25,005) (4,583)
Tawarruq receivables 3 9,332,541 -
Murabaha receivables (4,725,702) (9,332,541)
Other liabilities 23,109 43,988
Cash from (used in) operations 4,818,997 (8,993,531)
Employees’ end of service benefits paid (3,054) -
Net cash from (used in) operating activities 4,815,943 (8,993,531)
INVESTING ACTIVITIES
Acquisition of investment in a subsidiary company 3 (659,060) -
Proceeds from partial sale of investment in a subsidiary company 3 342,502 -
Investment in associates (1,190,575) (2,689,564)
Awvailable for sale investments 5 (3,618,950) (3,150,000)
Purchase of property, plant and equipment (221,985) (1,924)
Proceeds from sale of property, plant and equipment 554 -
Net cash used in investing activities (5,347,514) (5,841,488)
FINANCING ACTIVITIES

Proceeds from issue of share capital - 15,500,000
Term loan settled (9,113) -
Murabaha payables obtained - 3,150,000
Murabaha payables settled - (3,194,186)
Net cash (used in) from financing activities (9,113) 15,455,814
(DECREASE) INCREASE IN BANK BALANCES AND CASH (540,684) 620,795
Cash and cash equivalents at the beginning of the year/period 620,795 -
BANK BALANCES AND CASH AT THE END OF THE YEAR/PERIOD 80,111 620,795

The attached notes 1 to 18 form part of these consolidated financial statements.

5



Afkar Holding Company K.S.C. (Holding) and its Subsidiary

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2008

Foreign
Cumulative currency (Accumulated
Share Statutory changes in translation  loss) retained Minority
Notes capital reserve fair value reserve earnings interest Total
KD KD KD KD KD KD KD

Profit for the period - - - - 251,231 - 251,231
Total income for the period - - - - 251,231 - 251,231
Issue of share capital 15,500,000 - - - - - 15,500,000
Transfer to reserve - 25,367 - - (25,367) - -
Balance at 31 December 2007 15,500,000 25,367 - - 225,864 - 15,751,231
Transferred to consolidated income statement on
sale of available for sale investments - - 101,213 - - - 101,213
Net change in fair value of available for sale
investments - - (758,611) - - - (758,611)
Impairment losses transferred to consolidated
income statement - - 1,214,750 - - - 1,214,750
Foreign currency translation adjustment - - - (8,156) - - (8,156)
(Expense) income recognised directly in equity - - 557,352 (8,156) - - 549,196
(Loss) profit for the year - - - - (623,599) 40,450 (583,149)

B} - 557,352 (8,156) (623,599) 40,450 (33,953)
Net movement in minority interest - - - - - 156,281 156,281
Balance at 31 December 2008 15,500,000 25,367 557,352 (8,156) (397,735) 196,731 15,873,559

The attached notes 1 to 18 form part of these consolidated financial statements.




Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

1 ACTIVITIES

The consolidated financial statements of Afkar Holding Company K.S.C. (Closed) (the “parent company”) and its
subsidiary (the “group) for the year ended 31 December 2008 were authorised for issue in accordance with a
resolution of the Board of Directors on 29 April 2009.

Afkar Holding Company K.S.C. (Holding) is a Kuwaiti closed shareholding company incorporated in Kuwait on 16
April 2006 under the Commercial Companies Law No. 15 of 1960 and amendments thereto.

The parent company is primarily engaged in investments in the local and international markets in accordance with
the Islamic Sharee’a.

The parent company’s registered head office is at Dar Al-Awadi Tower, Sharg, Kuwait City, P.O. Box 28808 Safat,
13149 Safat, Kuwait.

2 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The consolidated financial statements have been prepared in accordance with the International Financial
Reporting Standard.

The consolidated financial statements have been presented in Kuwaiti Dinars.

The consolidated financial statements are prepared under the historical cost convention modified to include the
measurement at fair value of available for sale investments.

The accounting policies used in the preparation of the consolidated financial statements are consistent with those used
in preparation of the annual financial statements for the period ended 31 December 2007 except as noted below:

Finance costs
Finance costs are calculated and recognised on a time proportion basis taking into account the outstanding balance
payable and applicable finance cost rate.

Basis of consolidation
The consolidated financial statements comprise the financial statements of the parent company and its subsidiary
as at 31 December 2008 using consistent accounting policies.

The subsidiaries id fully consolidated from the date of acquisition, being the date on which the group obtains
control, and continued to be consolidated until the date that such control ceases.

The financial statements of the subsidiary are prepared for the same reporting period as the parent company, using
consistent accounting policies.

All intra-group balances, income and expenses and unrealized gains and losses resulted from intra-group
transactions are eliminated in full.

Business combinations and goodwill

Business combinations are accounted for using the acquisition accounting method. This involves recognising
identifiable assets (including previously unrecognised intangible assets) and liabilities (including contingent
liabilities and excluding future restructuring) of the acquired business at fair value.

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of an
acquisition over the group’s share of the acquiree’s fair value of the net identifiable assets as at the date of the
acquisition. Following initial recognition, goodwill is measured at cost less impairment losses. Any excess, at the
date of acquisition, of the group’s share in the acquiree’s fair value of the net identifiable assets over the cost of
the acquisition is recognised as negative goodwill. Negative goodwill arising on an acquisition is recongnised
directly in the consolidated income statement.




Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
Business combinations and goodwill (continued)

Goodwill is allocated to each of the group’s cash-generating units (or groups of cash generating units) and is
tested annually for impairment. Goodwill impairment is determined by assessing the recoverable amount of cash-
generating unit, to which goodwill relates. The recoverable value is the value in use of the cash-generating unit,
which is the net present value of estimated future cash flows expected from such cash-generating unit. If the
recoverable amount of cash generating unit is less than the carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of
the unit prorated on the basis of the carrying amount of each asset in the unit. Any impairment loss recognised for
goodwill is not reversed in any subsequent period.

Where goodwill forms part of a cash-generating unit (group of cash generating units) and part of the operations
within that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying
amount of the operation when determining the gain or loss on disposal of the operation. Goodwill disposed of in
this circumstance is measured based on the relative values of the operation disposed of and the portion of the cash
generation unit retained.

When a subsidiary or an associate is sold, the difference between the selling price and the net assets plus
cumulative translation difference and goodwill is recognised in the consolidated income statement.

Leasehold prepayments

Leasehold prepayments represent prepayments for the right of use of operating leasehold land. These are
amortised over the useful life of the leasehold land. The amortised costs are capitalised and included as part of
inventories until the property under construction is complete.

Inventories

Inventories are stated at the lower of cost and net realisable value after making allowances for any slow moving
obsolete or damaged items. Cost of inventories is based on weighted average principle, and includes expenditure
incurred in acquitting the inventories to their present location and condition. Net realisable value is based on
estimated selling price less any further costs expected to be incurred on completion and disposal.

Tawarrug receivables

Tawarruq receivables represent amounts receivable on a deferred settlement basis for commodities sold under
Mudaraba arrangements. Tawarruq receivables are stated at the gross amount of the receivable, net of deferred
profit receivable and provision for impairment.

Term loans
Term loans are carried on the balance sheet at its principal amount.

New and amended IASB Standards issued but not adopted
The following new and amended International Accounting Standard Board (IASB) have been issued but are not
yet effective and have not been adopted by the group yet:

The following IASB Standards have been issued but are not yet mandatory, and have not yet been adopted by the
group:

IAS 1: Presentation of Financial Statements (Revised) (effective 2009)

IAS 23: Borrowing cost (Revised) (effective 2009)

Amendment to IAS 27: Consolidated and separate financial statements (effective 2009)

IFRS 3: Business Combinations (Revised) (effective 2009)

IFRS 8: Operating Segments (effective 2009)

=a =48 -8 -8 -2




Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

IASB Standards issued but not adopted (continued)

IAS 1 "Presentation of Financial Statements™ (Revised)

The application of IAS 1 (Revised), which will be effective for the annual periods beginning on or after 1 January
2009, will impact the presentation of the consolidated financial statements to enhance the usefulness of the
information presented.

1A4S 23 “Borrowing Cost” (Revised)

The application of IAS 23 (Revised), which will be effective for the annual periods beginning on or after 1 January
2009, will require an entity to capitalise borrowing costs attributable to the acquisition, construction or production of
a qualifying asset as a part of the cost of that asset and removes the option of expensing these borrowing costs in the
consolidated income statement. The application of the revised IAS 23 will not impact the group’s financial statements
as the group currently capitalises bank borrowing costs.

Amendment to IAS 27 (Revised) “Consolidated Financial Statements”

IAS 27 (Revised) Consolidated Financial Statements, becoming effective for periods beginning on or after 1 July
2009. The new standard will require entities to account for changes in the ownership of a subsidiary, which does
not result in the loss of control, as an equity transaction and therefore will not give rise to a gain or loss in
income.

IFRS 3 (Revised) “Business Combinations”

The application of IFRS 3 (Revised) Business Combinations, which will be effective for the periods beginning on
or after 1 July 2009, will require changes in accounting for business combinations that will impact the amount of
goodwill to be recognised, accounting for step-acquisitions and the treatment of contingent consideration.

IFRS 8 “Operating Segments”

IFRS 8 replaces IAS 14 Segment Reporting (IAS 14) upon its effective date. The group has not early adopted this
amendment. The group is still evaluating the impact of application of IFRS 8 on the consolidated financial
statement.

Adoption of these standards and interpretations will not have any effect on the financial performance or position
of the group. Additional disclosures will be made in the consolidated financial statements when these standard and
interpretation becomes effective.

Other significant accounting policies used in the preparation of consolidated financial statements for the year
ended 31 December 2008 are as follows:

Revenue recognition

Islamic receivable income

Wakala, tawarrug and murabaha income are recognised on a time proportion basis so as to yield a constant yearic rate
of return based on the net balance outstanding.

Sales
Revenue from sales is recognised when goods are delivered and when the significant risks and rewards of
ownership have passed to the buyer and the amount of revenue can be measured reliably.

Finance income
Finance income is recognised on a time proportion basis so as to yield a constant periodic rate of return based on the
net balance outstanding.

Dividend income
Dividend income is recognised when the right to receive payment is established.




Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.
All differences are taken to the consolidated income statement.

Exchange differences arising from the parent company’s investments in associates whose functional currencies are
different from the parent company are taken to a separate reserve within the consolidated statement of changes in
equity. On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to the particular
foreign operation is recognised in the consolidated income statement.

Zakat
In accordance with the requirements of Law No. 46 of 2006, effective from 10 December 2007, the group has
provided for Zakat.

Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation and impairment losses.
Depreciation is calculated using the straight line method to allocate the cost of assets less their residual values over
the estimated useful lives of assets as follows:

1 Motor vehicles 5-10 years
9 Buildings 20 years
9 Furniture, fixture and office equipment  3-5 years

The asset’s carrying values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

Investments in associates

The parent company’s investment in its associates is accounted for using the equity method of accounting. An
associate is an entity in which the group has significant influence and which is neither a subsidiary nor a joint
venture.

Under the equity method, the investment in the associate is carried in the consolidated balance sheet at cost plus
post acquisition changes in the group’s share of net assets of the associate. Goodwill relating to the associate is
included in the carrying amount of the investment and is not amortised. The consolidated income statement
reflects the share of the results of operations of the associate. Where there has been a change recognised directly
in the equity of the associate, the group recognises its share of any changes and discloses this, when applicable, in
the consolidated statement of changes in equity. Profits and losses resulting from transactions between the parent
company and the associate are eliminated to the extent of the interest in the associate.

The consolidated financial statements of the associates are prepared for the same reporting year as the parent
company. Where necessary, adjustments are made to bring the accounting policies in line with those of the parent
company.

Available for sale investments
Available for sale investments are recognised and derecognised, on a trade date basis, when the company
becomes, or ceases to be, a party to the contractual provisions of the instrument.

Investments designated as available for sale investments are initially recorded at cost (including transactions costs
that are directly attributable to the acquisition or issue) and subsequently measured at fair value, unless this cannot
be reliably measured. Changes in fair value are reported as a separate component of equity.

An assessment is made at each balance sheet date to determine whether there is objective evidence that an investment
may be impaired. If such evidence exists, any impairment loss (being the difference between cost and fair value, less
any impairment loss previously recognised) is recognised in the consolidated income statement. In the case of equity
and similar investments the investment is written down directly.

Receivables
Accounts receivable are stated at their face value less impairment losses or provision for doubtful accounts.
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Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Murabaha receivable

Murabaha receivable is an Islamic transaction involving the purchase and sale of an asset at cost plus an agreed
profit. The amount due is settled on a deferred payment basis. Where the credit risk of the transaction is
attributable to a bank, the amount due is classified as a murabaha investment. Where the credit risk is attributable
to a party other than a bank, the amount due is classified as a murabaha receivable.

Islamic finance receivables are carried at amortised cost.

Impairment of financial and non-financial assets

Impairment of financial assets

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 financial assets may be impaired. A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective evidence of impairment as a result of one or more events
that has occurred after the initial recognition of the asset (an incurred ‘loss event”) and that loss event (or events)
has an impact on the estimated future cash flows of the financial asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include indications that the borrower or a group of borrowers is
experiencing significant financial difficulty, default or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other financial reorganization and where observable data indicate
that there is a measurable decrease in the estimated future cash flows, such as changes in economic conditions that
correlate with defaults. If such evidence exists, an impairment loss is recognized in the consolidated income
statement.

Impairment is determined as follows:

. for assets carried at amortised cost, impairment is based on estimated cash flows discounted at the original
effective interest rate;

. for assets carried at fair value, impairment is the difference between cost and fair value; and

. for assets carried at cost, impairment is the difference between actual cost and the present value of

estimated future cash flows discounted at the current market rate of return for a similar financial asset.

For non equity financial assets the carrying amount of the asset is reduced through the use of an allowance
account and the amount of the loss is recognized in the consolidated income statement. If, in a subsequent year,
the amount of the estimated impairment loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment loss is increased or reduced by adjusting the
allowance account. For available for sale equity investments, the investment is written down and subsequent
increases are reflected as cumulative changes in fair value through equity.

In addition, a provision is made to cover impairment for specific groups of assets where there is a measurable
decrease in estimated future cash flows.

Impairment of non-financial assets

The group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such
indication exists, or when annual impairment testing for an asset is required, the group makes an estimate of the
asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair
value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets and then its recoverable
amount is assessed as part of the cash-generating unit to which it belongs. Where the carrying amount of an asset (or
cash-generating unit) exceeds its recoverable amount, the asset (or cash-generating unit) is considered impaired and is
written down to its recoverable amount by recognizing impairment loss in the consolidated income statement. In
assessing value in use, the estimated future cash flows are discounted to their present value using a discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset (or cash-generating
unit). In determining fair value less costs to sell, an appropriate valuation model is used. These calculations are
corroborated by available fair value indicators.

11



Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
recoverable amount is estimated. A previously recognized impairment loss is reversed only if there has been a change
in the estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. If
that is the case, the carrying amount of the asset is increased to its recoverable amount. That increased amount cannot
exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognized for the asset in prior years. Such reversal is recognized in the income statement unless the asset is carried
at a re-valued amount, in which case the reversal is treated as a revaluation increase. After such a reversal, the
depreciation charge is adjusted in future years to allocate the asset s revised carrying amount, less any residual value,
on a systematic basis over its remaining useful life.

Trade and settlement date accounting

All ‘regular way’ purchases and sales of financial assets are recognised on the trade date i.e. the date that the entity
commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame generally established by regulation or convention in the market place.

Employees’ end of service benefits

The group provides end of service benefits to its expatriate employees. The entitlement to these benefits is based
upon the employees’ final salary and length of service, subject to the completion of a minimum service period. The
expected costs of these benefits are accrued over the period of employment.

With respect to its national employees, the group makes contributions to social security calculated as a percentage of
the employees’ salaries. The group’s obligations are limited to these contributions, which are expensed when due.

Derecognition of financial instruments

Financial assets

A financial asset (in whole or in part) is derecognised either when:

« the contractual rights to receive the cash flows from the asset have expired;

+ the group retains the right to receive the cash flows from the assets, but has assumed an obligation to pay them in
full without material delay to a third party under a ‘pass through’ arrangement; or

« the group has transferred substantially all the risks and rewards of the asset, or has neither transferred nor
retained substantially all the risks and rewards of ownership of the asset, but has transferred control of the asset.

When the group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, a new asset is recognised to the extent of the group’s continuing involvement in the
asset.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum amount of consideration that the group could be required to

repay.

When continuing involvement takes the form of a written and/or purchased option (including a cash settled option or
similar provision) on the transferred asset, the extent of the group’s continuing involvement is the amount of the
transferred asset that the group may repurchase, except that in the case of a written put option (including a cash
settled option or similar provision) on an asset measured at fair value, the extent of the group’s continuing
involvement is limited to the lower of the fair value of the transferred asset and the option exercise price.

Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in the consolidated income statement.
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Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Fair values
For securities traded in organised financial markets, fair value is determined by reference to stock exchange
quoted market bid prices at the close of business on the balance sheet date.

For investments where there is no quoted market price, a reasonable estimate of the fair value is determined by
reference to an earnings multiple, or an industry specific earnings multiple or a value based on a similar publicly
traded company, or is based on the expected cash flows of the investment. Fair value estimates take into account
liquidity constraints and assessment for impairment.

The fair value of interest-bearing items is estimated based on discounted cash flows using interest rates for items
with similar terms and characteristics.

Investments for which fair value cannot be reliably determined are carried at cost less impairment in value.

Significant accounting judgments and estimates

The preparation of the consolidated financial statements in conformity with International Financial Reporting
Standards requires management to make judgments, estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenues and expenses during the reporting year. Actual results could differ
from those estimates. The group has used judgments and estimates principally in, but not limited to, the
classification of investments, the determination of impairment provisions and the valuation of unquoted investments.

Classification of investments
Management decides on acquisition of investments whether they should be classified as investments carried at fair
value through income statement or available for sale investments.

The management classifies investments as carried at fair value through income statement if they are acquired
primarily for the purpose of short term profit making and the fair value of those investments can be reliably
determined.

All other investments are classified as available for sale.

Impairment of investments

The group treats available for sale equity investments as impaired when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists. The determination of
what is “significant” or “prolonged” requires considerable judgment.

At the balance sheet date, gross available for sale investments were KD 7,225,089 (2007: KD 3,150,000), and
impairment loss was KD 1,214,750 (2007: KD Nil).

Impairment loss on investments in associates

After application of the equity method, the group determines whether it is necessary to recognise an additional
impairment loss of the group’s investment in its associates. The group determines at each balance sheet date
whether there is any objective evidence that the investment in associate is impaired. If this is the case, the group
calculates the amount of impairment as being the difference between the fair value of the associate and the
acquisition cost and recognises the amount in the consolidated income statement.

Impairment of goodwill

The group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the
‘value in use’ of the cash-generating units to which the goodwill is allocated. Estimating a value in use amount
requires management to make an estimate of the expected future cash flows from the cash-generating unit and also
to choose a suitable discount rate in order to calculate the present value of those cash flows.

Impairment of receivables

An estimate of the collectible amount of receivables is made when collection of the full amount is no longer probable.
For individually significant amounts, this estimation is performed on an individual basis. Amounts which are not
individually significant, but which are past due, are assessed collectively and a provision applied according to the
length of time past due, based on historical recovery rates.
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Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2008

3 BUSINESS COMBINATIONS

In 6 April 2008, the parent company acquired 100% interest in Light Food Company K.S.C. (Closed), a company
incorporated in Kuwait, from an unrelated party. The fair value of assets acquired and liabilities assumed of this

subsidiary were as follows:

Property, plant and equipment (Note 4)

Leasehold prepayments
Inventories

Other assets

Bank balances and cash

Term loan

Employees’ end of service benefits
Other liabilities

Total net assets
Goodwill arising on consolidation

Total purchase consideration

Total purchase consideration
Less: bank balances and cash

Net cash outflow on acquisition

KD
271,253
121,250
174,557
107,069

18,945

(184,113)
(32,375)

(164,024)

312,562
365,442

678,004

2008
KD

678,005
(18,945)

659,060

In addition, on 16 April 2008, the group disposed off 50% of its ownership interest in Light Food Company K.S.C.
(Closed) for a consideration of KD 342,502 resulting in gain of KD 3,500. The entire consideration was received by
means of cash and cash equivalents. The remaining interest of 50% is accounted for as an investment in a subsidiary

company as a result of the control exercised over the operations of the entity.

Movements in goodwill during the year/period were as follows:

Goodwill on acquisition of Light Food Company K.S.C. (Closed)
Eliminated on partial disposal of Light Food Company K.S.C. (Closed)

Balance at 31 December

2007
KD

14



Afkar Holding Company K.S.C. (Closed) and its Subsidiary

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2008
4 PROPERTY, PLANT AND EQUIPMENT
Furniture Tools and Work in
Building Equipment and fixture Computers equipment Spare parts progress Total
KD KD KD KD KD KD KD KD

Cost
Balance at 1 January 2008 - - - 1,924 - - - 1,924
Purchase of property, plant and
equipment 350 191,792 4,458 17,152 7,092 241 900 221,985
Disposals - (554) - - - - - (554)
On acquisition of a subsidiary 64,544 177,105 1,104 4,763 10,734 13,003 - 271,253
Balance at 31 December 2008 64,894 368,343 5,562 23,839 17,826 13,244 900 494,608
Accumulated depreciation
Balance at 1 January 2007 - - - - - - - -
Charged for the year (4,246) (47,828) (920) (2,254) (7,660) - - (62,908)
Accumulated for disposals - 554 - - - - - 554
Balance at 31 December 2008 (4,246) (47,274) (920) (2,254) (7,660) - - (62,354)
Net book value at

31 December 2008 60,648 321,069 4,642 21,585 10,166 13,244 900 432,254
Net book value at

31 December 2007 - - - 1,924 - - - 1,924
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5 INVESTMENT IN ASSOCIATES
The group’s associates consist of the following entities:

Country of Percentage of

incorporation ownership 2008 2007
2008 2007 KD KD
Gulf Industrial Development Kingdom of
Company S.S.C.C. Saudi Arabia  25% 25% 3,009,131 2,689,564
Hayat Factory for Fruit drinks and Bottled Kingdom of
Water Company Limited Saudi Arabia  15% - % 1,033,706 -
Packing Material Company W.L.L. Kingdom of
Saudi Arabia  15% - % 445,283 -
4,488,120 2,689,564

The group exercises significant influence over Hayat Factory for Fruit drinks and Bottled Water Company Limited
and Packing Material Company W.L.L. through representation on the board of directors of the company.

The associates are unquoted companies and reliable fair values are not available.
Goodwill included in the carrying value of the investment in the associated companies amounted to KD 319,259.

Movement during the year/period is as follows:

2008 2007
KD KD
Carrying value at the beginning of the year/period 2,689,564 2,689,564
Additions 1,190,575 -
Share of results 388,077 -
Foreign currency translation adjustment (8,156) -
Negative goodwill 228,060 -
Carrying value at 31 December 4,488,120 2,689,564

The following table illustrates summarised information of the group’s investment in associates:

2008 2007
KD KD
Share of associates’ balance sheets:
Assets
Liabilities
Net assets

Share of associates’ revenues and results:
Revenues

Revenues

Results

6 AVAILABLE FOR SALE INVESTMENTS



2008

KD
Quoted securities 913,861
Unguoted securities 4,269,060
Unguoted funds 827,418
6,010,339

2007
KD

3,150,000

3,150,000

At 31 December 2008, certain unquoted investments amounting to KD 561,708 (2007: KD 3,150,000) were carried at
cost due to the non availability of quoted market prices or other reliable measures of their fair values. Since these
investments are unguoted, a reasonable estimate of fair value can only be determined when the individual investments
are realised. Management is of the opinion that there has been no impairment in value of these investments.

7 INVENTORIES
2008
KD
Packing materials 69,645
Raw materials 99,029
Finished goods 7,421
Other production materials 15,151
Goods in transit 3,674
194,920
Less: Provision for slow moving items (1,131)
193,789
8 OTHER ASSETS
2008
KD
Trade receivables 101,087
Prepayments 23,921
Staff Receivables 11,500
Other receivables 150
136,658

2007
KD

2007
KD

4,583

4,583

As at 31 December 2008, trade receivables of KD 827 (2007: KD Nil) were impaired and fully provided for.

Movements in the allowance for impairment of receivables were as follows:

2008

KD
At the beginning of the year 237
Charge for the year 827
At the end of the year 1,064

2007
KD

8 OTHER ASSETS (continued)
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As at 31 December, the ageing of unimpaired trade receivables is as follows:
Past due but not impaired

Neither past due 60 - 90 90-120
Total nor impaired <30days 30-60days days days
KD KD KD KD KD KD
2008 102,151
2007 - - - - - -

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable. It is not the practice of
the Group to obtain collateral over receivables.

9 TAWARRUQ AND MURABAHA RECEIVABLES

Tawarruq Murabaha Total
2008 2007 2008 2007 2008 2007
KD KD KD KD KD KD
Gross amount 4,740,288 - - 9,415,346 4,740,288 9,415,346
Less: deferred income (14,586) - - (82,805) (14,586) (82,805)
4,725,702 - - 9,332,541 4,725,702 9,332,541

Average profit rate attributable to tawarrugq and murabaha receivables during the year was __ % per annum (2007:
Nil) and __ % per annum (2007: __ %) respectively.

10 SHARE CAPITAL

Issued and Issued and
Authorised fully paid Authorised fully paid
2008 2008 2007 2007
KD KD KD KD
300,000,000 shares of 100 fils each 30,000,000 15,500,000 30,000,000 15,500,000

11 RESERVES

a) Statutory reserve

As required by the Law of Commercial Companies and the parent company's articles of association, 10% of the
profit for the previous year is transferred to statutory reserve. No transfer is required in the year where losses are
made. The parent company may resolve to discontinue such annual transfers when the reserve exceeds 50% of
paid up share capital.

b) General reserve

In accordance with the parent company’s articles of association, 10% of the profit is transferred to general reserve.
No transfer is required in the year where losses are made. There were no restrictions on the distribution of this
reserve.

12 TERM LOAN

Term loan represents a facility of KD 250,000 was obtained by the subsidiary company "Light Food Company
K.S.C. (closed)" from a local bank. The facility is secured against the subsidiary company's properties, buildings,

18



equipment and inventories. This loan is subject to an interest rate of 3.5% per annum and is repayable on 15
December 2012.

The carrying value of the loan at the end of the year/period is as follows:

2008 2007
KD KD
Long term portion 125,000 -
Short term portion 50,000 -
Balance at 31 December 175,000 -
13 OTHER LIABILITIES
2008 2007
KD KD
Amounts due to a related party (Note 14) - 21,260
Trade payables and other credit balances 228,830 20,290
Provision for Kuwait Foundation for the Advancement of Sciences (KFAS) 1,043 2,283
Zakat payable 1,248 155
231,121 43,988

14  RELATED PARTY TRANSACTIONS

These represent transactions with certain parties (major shareholders, directors and executive officers of the parent
company, close members of their families and entities of which they are principal owners or over which they are able
to exercise significant influence) entered into by the parent company in the ordinary course of business. Pricing
policies and terms of these transactions are approved by the parent company’s management.

Transactions included in the consolidated income statement are as follows:
Period from
16 April 2006 to
31 December 31 December

2008 2007
KD KD
Murabaha income - 399,501
Murabaha charges - 44,186
Transactions included in the consolidated balance sheet are as follows:
2008 2007
KD KD
Amounts due to a related party (Note 13) - 21,260
Murabaha receivables (Note 9) - 9,332,541

14  RELATED PARTY TRANSACTIONS (continued)

Compensation of key management personnel
The remuneration of directors and other members of key management during the year was as follows:

19



Period from

16 April 2006
to
31 December 31 December
2008 2007
KD KD
Salaries and other short term benefits - 45,863

15 RISK MANAGEMENT

Risk is inherent in the group’s activities but it is managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits and other controls. This process of risk management is critical
to the group’s continuing profitability and each individual within the group is accountable for the risk exposures
relating to his or her responsibilities. The group is exposed to credit risk, liquidity risk and market risk, the latter
being subdivided into interest rate risk, foreign currency risk and equity price risk. It is also subject to operating
risks. They are monitored through the group’s strategic planning process.

151 CREDIT RISK

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial loss
to the group. The group has adopted a policy of only dealing with creditworthy counterparties as a means of
mitigating the risk of financial loss from defaults. The group’s exposure and the credit quality of its counterparties
are continuously monitored and the aggregate value of transactions concluded is spread amongst approved
counterparties.

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss.

Gross maximum exposure to credit risk

The group’s policy is to enter in to tawarrug and murabaha arrangements only with recognised, creditworthy third
parties. The maximum exposure is the carrying amount as disclosed in Note 7. In addition, these receivable
balances are monitored on an ongoing basis with the result that the group's exposure to bad debts is not significant.

With respect to credit risk arising from the other financial assets of the group, which comprise cash and cash
equivalents (which are placed with credit worthy financial institutions), tawarrug and murabaha receivable account
and other assets, the group’s exposure to credit risk arises from default of the counterparty, with a maximum
exposure equal to the carrying amount of these instruments. Where financial instruments are recorded at fair value,
it represents the current maximum risk credit risk exposure but not the maximum risk exposure that could arise in
the future as a result of changes in values.

Gross Maximum  Gross Maximum

BY CLASS OF FINANCIAL ASSETS exposure exposure
2008 2007
KD KD

Leasehold prepayments 115,625 -
Other assets 137,722 4,583
Tawarrug receivables 4,740,288 -
Murabaha receivables - 9,415,346
Bank balances and cash 80,111 620,795

Gross maximum credit risk exposure before consideration of
credit risk mitigation 5,073,746 10,040,724

15  RISK MANAGEMENT (continued)
15.1 CREDIT RISK (continued)

Gross maximum exposure to credit risk (continued)
The exposures set above are based on net carrying amounts as reported in the consolidated balance sheet.
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Collateral and other credit enhancements
It is not the practice of group to obtain collateral over receivables.

Risk concentration of the maximum exposure to credit risk

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the
same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations indicate
the relative sensitivity of the group’s performance to developments affecting a particular industry or geographic
location.

The group’s gross maximum exposure to credit risk, before taking into account any collateral held or credit
enhancements, can be analysed by the following geographical region is as follows:

Rest of the
As at 31 December 2008 Kuwait Middle East Others Total
KD KD KD KD
Goodwill
Property, plant and equipment
Investment in associates
Available for sale investments
Leasehold prepayments
Inventories
Other assets
Tawarrug receivables
Bank balances and cash
Rest of the
As at 31 December 2007 Kuwait Middle East Others Total
KD KD KD KD

Goodwill

Property, plant and equipment
Investment in associates
Available for sale investments
Leasehold prepayments
Inventories

Other assets

Tawarrug receivables

Bank balances and cash
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15 RISK MANAGEMENT (continued)

15.1 CREDIT RISK (continued)

Risk concentration of the maximum exposure to credit risk (continued)
The group’s gross maximum exposure to credit risk, before taking into account any collateral held or credit
enhancements, can be analysed by the following industry sector as follows:

2008 2007
KD KD
Banks and financial institutions
Oil and Gas
Real estate
Investment companies
Others

Credit quality of financial assets that are neither past due nor impaired

For tawarruq and murabaha receivables , neither internal credit grading system nor external credit grades are used
by the group as the tawarruq and murabaha transactions are not significant and are granted only to credit worthy
customers.

The group manages the credit quality by ensuring that adequate collaterals are available for all the individual
facilities granted, which the management reviews on a regular basis.

Analysis of financial assets past due but not impaired
The group does not have any past due but not impaired financial assets at 31 December 2008, except for certain
available for sale investments amounting to KD which were impaired during the year (31 December 2007:

KD ).

15.2 LIQUIDITY RISK

Liquidity risk is the risk that the group will be unable to meet its liabilities when they fall due. To limit this risk,
management has arranged diversified funding sources, manages assets with liquidity in mind, and monitors
liquidity on a daily basis.

The table below summarises the maturity profile of the group’s financial liabilities at 31 December 2008 and 2007
based on contractual undiscounted repayment obligations. Repayments which are subject to notice are treated as if
notice were to be given immediately and are included in less than three months.

The liquidity profile of financial liabilities was as follows:

From 3

As at 31 December 2008 Less than months More than

3 months to 1 year 1 year Total
Term loan
Employees’ end of service benefits
Other liabilities
Total liabilities
As at 31 December 2007 Lessthan  From 3 months More than

3 months to 1 year 1 year Total

Other liabilities

Total liabilities
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15 RISK MANAGEMENT (continued)
153 MARKET RISK

Market risk is the risk that the value of an asset will fluctuate as a result of changes in market variables such as
profit rates, foreign exchange rates, and equity prices, whether those changes are caused by factors specific to the
individual investment or its issuer or factors affecting all investments traded in the market.

Market risk is managed on the basis of pre-determined asset allocations across various asset categories,
diversification of assets in terms of geographical distribution and industry concentration, a continuous appraisal of
market conditions and trends and management’s estimate of long and short term changes in fair value.

15.3.1 Profit rate risk

Finance costs risk is the risk that the value of a financial instrument will fluctuate due to changes in the market
rates. Financial instruments, which potentially subject the group to finance cost risk, consist primarily of Islamic
financing receivables, held to maturity investments and Islamic financing payables.

The group is not exposed to significant finance cost risk as the group only uses Islamic financial instruments and
the rates for these instruments are fixed.

15.3.2 Foreign currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates.

Foreign exchange risk is managed on the basis of limits determined by management and a continuous assessment
of the group’s open positions, current and expected exchange rate movements.

The table below indicates the company’s foreign currency exposure at 31 December, as a result of its monetary
assets and liabilities. The analysis calculates the effect of a reasonably possible movement of the Kuwaiti Dinar
(KD) currency rate against the US Dollar (USD), Canadian Dollar, (CAD), Euro and Saudi Riyal (SAR) with all
other variables held constant, on the income statement (due to the fair value of currency sensitive monetary assets
and liabilities).

2008 2007
Impact on Impact on
consolidated Impact on consolidated Impact on

Change in income statement equity income statement equity

variables KD KD KD KD
uUsD 5%
CAD 5%
EURO 5%
SAR 5%

The effect of decreases in profit and equity is expected to be equal and opposite to the effect of the increases
shown.

Equity price risk arises from changes in the fair values of equity investments. Equity price risk is managed by the
direct investment department of the parent company. The unquoted equity price risk exposure arises from the
group’s investment portfolio. The group manages this through diversification of investments in terms of industry
concentration. All quoted investments are listed on the Kuwait Stock Exchange.

23



15 RISK MANAGEMENT (continued)

15.3 MARKET RISK (continued)

15.3.3 Equity price risk

The effect on equity (as a result of a change in the fair value of financial assets available for sale) and group’s

profit (as a result of a change in the fair value of financial assets at fair value through income statement) due to a
reasonably possible change in market indices, with all other variables held constant is as follows:

Change in Effect on equity
equity price by 2008 2007
Market indices % KD KD
Kuwait +5%

Change in Effect on profit before KFAS and Zakat

equity price by 2008 2007
Market indices % KD KD
Others +5%

Sensitivity to equity price movements will be on symmetric basis as financial instruments giving rise to non-
symmetric movements are not significant.

154 OPERATIONAL RISK

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events. When
controls fail to perform, operational risks can cause damage to reputation, have legal or regulatory implications, or
lead to financial loss. The group cannot expect to eliminate all operational risks, but through a control framework
and by monitoring and responding to potential risks, the group is able to manage the risks. Controls include
effective segregation of duties, access, authorization and reconciliation procedures, staff education and assessment
processes.

16 CAPITAL MANAGEMENT

The primary objective of the group's capital management is to ensure that it maintains healthy capital ratios in
order to support its business and maximise shareholder value. The group manages its capital structure and makes
adjustments to it, in light of changes in economic conditions. To maintain or adjust the capital structure, the group
may adjust the dividend payment to shareholders, return capital to shareholders or issue new shares.

No changes were made in the objectives, policies or processes during the year/period ended 31 December 2008
and 31 December 2007.

The group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The
group's policy is to keep the gearing ratio less than 100%. The group includes within net debt, Islamic borrowings
less cash and cash equivalents. Capital includes equity attributable to the equity holders of the parent less
cumulative changes in fair values.
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16 CAPITAL MANAGEMENT (continued)

2008
KD

Term loan
Other liabilities
Less: cash and cash equivalents

2007
KD

Net debt

Equity attributable to the equity holders of the parent company
Add: Cumulative changes in fair values

Total capital

Capital and net debt

Gearing ratio

17 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between
knowledgeable willing parties in an arm's length transaction, other than in forced or liquidation sale. Fair values
are obtained from quoted market prices, discounted cash flow models and other models as appropriate. At 31
December 2008, the carrying values of financial instruments approximate their fair values, with the exception of

certain available for sale investments carried at cost (Note 5) are not significantly different from their fair values.

18 CONTINGENCIES

At 31 December 2008 the group had no contingent liabilities in respect of bank guarantees and other matters

arising in the ordinary course of business from which it is anticipated that no material liabilities will arise.
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