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Sharia Controller's Report

Annual report of Fatwa and Sharaia controller on the transactions and operations of Munshaat Real -
Estate Projects Company for the fiscal vear ended 30th September 2004, 1o be presented 1o the «
Coampany's General Assembly.

p Thanks be to Allah and prayer and peace be upon our Prophet Mohammed and all his family members Mr. Fuad Hamed Al-Homoud &
and companions, o O
Chairman

To the shareholders of Munshast Real Estate Projects Company

Peace and Allah's Mercy and Blessings be upon you,

We have andited the principles applied in the contracts related to the transactions and applications
released by the company during this period. Wee have made the necessary audit required for expressing
our opinion as 1o whether the company observed the provisions and principles of the Islamic ‘ -4 £
and the Fatwa’s, Resolutions and Guidelines issued by us. Mr. Meshal Khlifa Al-Ameri

Viee Chairman

It is the responsibility of Man nent to ensure that the company operates according to the principles of
the Islamic Sharia. Our responsibility is merely 1o express an independent opinion based on our audit of

the company’s transactions and operations and in presenting a report (o you.

W have carried out the audit, which comprises of an examination of the docaments and procedures
followed by the company, on the basis of selecting different group of operating transactions.

We huve planned and carried out the awdit for the purpose of obtaining all the information and Dr. Khaled Rashed AI-Hajeri
cxplanations that we deemed necessary for providing us with such evidence as is sufficient to give a B i M
repsonable ¢ oard Member

surance that Munshaar defines its objectives. which states Munshaat's complete adherence
to the Islamic Sharia provisions in business conduct and operations,

In our opinion.

a) The contracts, operations and transactions made by the company duri
Hth September 2004 and which we have perused. were conformant o the provisions and
of the Islamic Sharia.

b) The disposal of the profits was made in conformity with the basis that was approved by
us according to the provisions and principles of the Tslamic Sharia. Mr. Abdul Fatah Mohammed Yousef

Board Member

the year ended

inciples

In conclusion, we pray to Allah The Great & Almighty t
and enable them to a
Shana,

give the MAnagement and pcr.-mrrncl of
¢ a lasting progress in furtherance of

the company continuous succe
sound principles of the Isla

And may Allah's Mercy and Blessings be upon you.
Kuwait, 26, 10,2004

Mr. Khaled Ahmad Al-Jaser
Board Member

Dr. Anwar Abdussalam Shuaib
Sharia Controller




Confidence Pillars

et
Vision
“Believing that integration is the right path to remarkable achievements, our
investment solutions comes to unique to grow and so fruitful to attract those

willing to join the world of real estate investments™

.
Strategy
“Creatively launched, Munshaat keeps innevating and customizing Sharia’a

Complaint investment tools™

Increasing Value..."

So are your investment with us ... Munshaat

: ; ; : “Once experience integrates with knowledge, Munshaat is there. And once
Believing that integration is the right path to remarkable 3 e S = i o
achievements, our investment solutions come so unigue professionalism is employed. Munshaat keeps being the key to real estate
to grow and so fruitful to attract those willing to join the

world of real estate investment. investment

Activities Projects and Product Development
“Developing products and projects in a professional and creative way is a

unigue specialty in Munshaat™

Sokouk Al Intifa'a

Best economic investment Network of b}’StemS Relations
Compatible with the Islamic Shariia “We own the systems and relations infrastructure that is required to support

our products and projects™

International Presence

“When it comes to marketing, we go beyond borders to promote our investment

worldwide through our network of companies and alliances.”




Executive Management

Fuad Hamed Al-Homoud

Chairman

Ahmad Ghazi Al-Omani

Projects Development

S5

Mohamed Abdul-Waged Hamdy

Finance Department

L

leshal Al-Ameri

Vice Chairman

Khalid Yacoub Al-Mutawa

Operations & Propects Management Depantment

-

Amani Mohammed Al-Hufiti

Human Resources

Executive Management’s Report

Estate Projects Comps
d iin the fiekd of local and intermational real estate, prodict & project development

iy wias keen upo hieving the

nt toall

0l in a professional and non-conventional method by using toeols that arc conven LOTiCs,

thereby providing
the company to attain the highest standards in this Geld. The projects. m:
nfrs

apportunities for entering the world of real estate and investment,
e by the company represent a suitable
ing the best investme:

long the lines designed by

muctune and solid foundation for success in innovation and cn
in. The company has adopted a strategy that is based on speciall
eholders and those who stand to benefit from the company's

tools that comply

with the provisions of the Islamic Shi ation,

focusing on what best serves the interests of the sh
projects, all of which are characterized by their intense focus on quality.
Munshaat Real Es
real estate companies, in terms of its objects and specialization, for it was entrusted with developing a strategic
el  Sokouk Al-Intifa’a ) wh
of thiz product required the development of an infrastructure that can look after the
igement and sales, hence the Company selecied an exceplionally expenienced team in these ficlds,
ularly during the wperation of the company, on building that
infrastructure and acquiring that qualifying experience required to achieve the sought results,

Famzam Tower project is the compa largest project at the present time. In view of its importan
ed personnel in the said field, in order to achie
ition of great importance with reg;

& Prajects Company has cerain charactenstics which has placed it in a class of its own among

ch targets a vital sector, namely the hotel residence sector.

Since the developime
operations,
and there

s an empha:

1 year of

< and size, it
set forth. The
amzam Tower., in

reqiiires specialk e the specific investment resul
Sokouk Al-Intifa’a oceupies a pr
line with the wishes of the targeted segment of investors. Since th
a real challenge and an exceptional strategic plan had 1o be drawn and implemented in order 10 increase the
awareness in the targered markets with regards to Sokouk Al-Intifa’a and the mechanism ihereof,

With the Grace of Allah, the company achieved excellent results within the first year of the launch of Sokouk Al-
1

ards 10 investment in the

concept of Sokouk Al-Intifa’a is new, it was

Intifa’a, and we ved, given the success of this new Islamic finan

re proud of the accomplishments 2
investment tool, panticularly in the Gulf regi
The company faced certain hurdles initially in the handling of its large projects, particularly because it was focusing
on a new type of investment that uses a new concept. The challenge called for increased efforts to introduce the concept
to the bocal and regional societies, emphasizing that it is in line with the Islamic Sharia, throwgh participation in seminars
and conferences kocal and intermational, and presenting many papers tat explained the concept of the Sokouk Al-Intifa’a,

Projects Department
Since the stant of the new year of Zamzam Tower project, is moving forward weelerated pace, progressing
accordingly to the drawn up plan. This project was unique in terms of structuring of the investirent with regasds
1o the Sokouk Al-Intifa'a which in tum was launched through the Zamzam Tower project.

We may summarize the progress achieved so far in the Zamzam Tower durin

the year as follows:

level of services have also been completed. representing all the foundation works of the project which is located
on the mountains of Ajyad. and which required extensive demolishing and excavation operations. Work is being corried
ol on completin in order 1o complete the execulion works by mid-2006,
Third: An initial agreement was signed with the ir tional hotel management company, ACCOR, whereby
ACCOR would undertake the hotel management of Zamzam Tower according to the levels of a S-star hotel.
Another agreement was signed for providing consult: ervices for the furnishing of Zamzam Tower, Definitive

the habilitation works of the proje

agreements are expected to be signed by the end of year 2004.

Marketing and Sales Activities
With regard to sales and marketing of the Zamzam Tower, ihe achievements were as follows:

vpt. Turkey and Tran). It is worth mentioning that the sales agent, MAS

Company, suceeeded in marketing more than 23% of the suites in the Zamram Tower, well in excess

usly expected rate of 125, during the year 2004,

y amd sdvertising campaigns achieved their oals through diversifying the including press

and TV a

and imternational levels. The follow

hrough sponsorship and participation in specialized conferences and exhibitions, at the local, regional

a sabes:

g pie chart shows the geographical distribution of the Sokouk Al-lnti



Size of the Sokouk Al-Intifa’a issueed — in percentages in the markets of Kuwait, Kingdom of Saudi Arabia, State of
Quear and Republic of Turkey during the period from June 2003 10 August 2004,

T3%

Republic of Turkey [

Project Development Activities = T

SHIIK Resort Project

Munshaat Real Estate Projects Company, through an apreement with the owner of the SHIEK Hotel and Resont, is developing
a program of Sokouk Allatifa’a for marketing the project. It is also developing the project services In such a way a5 1o
provide specific services and recreational facilities 1o the holders of Sokouk Al-Intifa’s. The resort has been equipped o
provide ultra modemn hotel services and facilities so that it will shortly become an attraction point for businessmen and
individunls who wish w spend a pleasant time withou having to travel or go long distances. SHIIK is a high-end luxury
resort overbooking the Arabian Gulf walers in the State of Kuwail. where it occupics a prime location on Al-Taawon Strect

in Al-Bidas Area. It is vital project in which the concept of the Sokouk Al-Intifa’a ig applied most successiully. MUNSHAAT REAL ESTATE PROJECTS COMPANY
Future Prajects .

The Munshaat team s consbdermg several strategic projects at Al-Madina Al-Munawwara in K.5.A. and several other KUWAITI SHAREHOLDING COMPANY (CLOSED)
countries in line with its sirafegic plan in the hatel sector and in implementation of the Sokouk Al-lntifa’a, in addition . STATE OF KUWAIT

1o the execution of several other projects that serve ||||; strategy and enable Munshaaf to occupy 4 prominent position

i U real estate and | sector, The p blished several afliliate and subsidiary companies in onder

e facilitates its fas1 growing operations with regards to Sokouk Al-Intifa’a concept and achieve total integration of the

intended strategic services. The following figure illustrates the formation of the group in this regard: - . FINANCIAL STATEMENTS
s Y

L A e FOR THE PERIOD FROM APRIL 9, 2003 (DATE OF INCEPTION)
Management Arm s TR - \ TO SEPTEMBER 30, 2004

4 ’ ] ; & 2 WITH
. d .\ﬂ : L v s, | AUDITOR'S REPORT

-

-

z
4 .2 > GEE
Munshaat Aseet Management
v’ -_-._'.

“Technological Arm
of the Information Sysiems LY

Support Services Activities | ~
Munshaat has completed building 904 of its infrastructure as acmmny&'lalm in veal cswe :lurqemeﬂ Tehas
devr.luped the systems, paimm lml procedures relating wus.mvn)' and i lhe 110 meet -
f the hzat has laid down the mech: i 1z the strategic plans in various -
ma.s.panimﬂyMmhtmloﬂnMAIMammmhdmﬂuﬂuwNemmTheﬂm
the company’s aclivity witnessed 4 strong presence in the media and at conferences and exhibitions in order to increase
awareness of the Sokouk Al-Intifa’a concept in particular and the strategic activity of the company in gcmral,ﬂlutby
achieving its intended objeclives,

IS0 9001:2000 Certification ¥

The Company has being keen to achieve a high standard of performance, wmueuﬂopmngmemnmnam 1

procedures, hence Munshaat sought 1o obtain the 150 9001:2000 cenification in view of the importance of this prestigious " >

norm al the global and local levels, to achieve even higher standards of performance, service, operating systems and work

procedures. As a result, Munshaat has been audited by (TUV-CGermany ) representatives which declared thar Munshaat -

Real Estate Projects Company, has performed the cemtification audit according 1o the 150 90002000, and recommended
wctnjrmmbudy(‘rw-ﬁemmy]mlmMmrmnunwﬁmd(mmmmdsmm- i

Intifa"a as an Islamic Financial Product ). “Q- - B e

Pursuant 1o the guidelines issued hylhehudofbmmmdd:mmpmgnmhddumfun: Munshaat is ,.‘

making every possible effort to mai the standard of its achi s made during the short period since its : % i tee Albazie & Co.
establishment, to develop its sctivities in order to achieve further progress and success with The Grace ofAIIi o
Member of RSM Intemational
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Public Accountants Albazi & Co
P.08ox 2115, Safat - 13022
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Contents Auditor’s Report

The Sharcholders
Munshaat Real Estate Projects Company
Kuwaiti Shareholding Company (Closed) - State of Kuwait

1 have audited the accompanying bal sheet of & Real Estate Projects Company -
Page Kuwaiti Shareholding Company (Closed) as of September 30, 2004, and the related statements
J— of income, changes in sharcholders’ equity and cash flows for the period from April 9, 2003
ndiors report 2 {date ul’incept'iun) o September 30, ZOMThﬂe Tlinalu:ial stammemare the respumibiliry.ul'
the Company’s management. My responsibility is to express an opinion on these financial
statements based on the audit.
Balance sheet 22

The sudit was conducted in accordance with International Standards on Auditing. Those standands
Statement of income 23 require that I plan and perform the audit 1o obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test

basis, evidence supporting the amournts and disclosures in the financial statements. An audit

Statement of sharcholders® equit 24 "
qury ‘" also includes assessing the accounting principles used and significant estimates made by
management, a5 well as evaluating the overall financial statement presentation. | believe that
Statement of cash flows - g5 & the audit conducted provides a reasonable basis for my opinion on the financial statements.
L ¢
Notes to financial statements 26-13 s “The: Company”s share in results of associate up o September 30, 2004 amotnting to KD 1,182,731

was caleulated based on shareholder’s equity according to management accounts of the associate,

In my opinion, except for the effects of such adjustments, if any, as might have been determined
1o be necessary in respect fo the preceding paragraph, the financial statements referred to above
» present fairly, in all material respects, the financial position of Munshaar Real Estate Projects
Fe g Company - Kuwaiti Shareholding Company (Closed) as of September 30, 2004, and the resulls
¥ of operations and cash flows for the period from April 9, 2003 (date of inception) to September
30, 2004, in conformity with Intemational Financial Reporting Standards.

Also inmy opinion, the staitements include the disclosures required by the Commercial Companies

¥ .~ Law and the Company’s Articles of Association. and I obtained the information I required to

perform my audit. In addition, proper books of account have been kept, physical siockiaking

wis carried out in accordance with recognized practice, and the accounting information given

~ in the Direttors’ Report is in agreement with the company’s books, According to the information

available 1w me, there were no contraventions during the period of either the Commercial

Companies Law or of the Articles of Association which might have materially affected the
Company's’ financial position or results of its operations.

- Dr. Shuaib A, Shuaib
o - 3 License No. 33-A
. State of Kuwait Albazie &Co.

October 19, 2004 Member of RSM International




Munshaa Real Esete Projects Company - Kuwaiti Sharcholding Company (Closed) - Stte OF Kuwait
Balance Sheet - September 30, 2004

ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable and other debit balances
Due from related parties

Total current assets

Investment in an associaie

Investments available for sale

Fixed assets

Total assets

Liabilities And Sharcholders’ Equity

Current liabilities:
Accounts payable and other credit balances
Due to related party

Total current liabilities

Provision for end of service benefits

Sharcholders” equity:

Capital (authorized KD} 15,000,000,
paid-up KD 6,500,000)

Statutory reserve

Voluntary reserve

Retained earnings

Total shareholders® equity

Total liabilities and sharcholders’ equity

The accompanying notes are an i

Mr, Fuad Hamed Al-Homoud
Chairman

September 30,
2004
Note KD
3 1,113,244
4 42,086
5 1,878,916
3,034,246
6 952,731
7 5,700,000
8 42,198
9,729,175
9 674,277
5 972,914
1,647,191
10 7,509
11 £,500.000
12 160,391
13 80,196
1,333,888
8,074,475
9,729,175
gral part of the fi

Mr. Meshal Khalifa Al-Ameri

Vice Chairman

Munshaa Real Estte Projects Company - Kuwaiti Sharcholding Company (Closed) - Stae OF Kuwait
Swement Of Tncome - For The Period From April 9, 2003 (Date Of Inception) To September 30, 2004

Operating revenue

Operating cost

Gross profit

Company’s share in results of associate

Investment income from real estate portfolio

Other projects income:

‘General and administrative expenses

Depreciation

Operating profit

Placemen! fee of Company s share commission

Murabaha income

Profit for the period before contribution to Kuwait Foundation of
the Advancement of Sciences and Board of Directors” remuneration
Coniribution 1o Kuwait Foundation of the Adv of Sci

For the period
from April 9,
2003 (date
of inception)
to September 30,
2004
KD

Board of Directors’ remuneration
Met profit for the period

The accompanying notes are an integral part of the financial statements

1,727,291
(1,260,934)
466357
1,182,731
407,650
13,600
(478.033)
(20,675)
1,571,630
30,000
2,280

1,603,910
(14,435)
(15.000)
1,574,475



Munshaa Real Esiate Projects Compuny - Kuwaiti Shareholding Company (Closed) - Stte OF Kuwait
Staement Of Changes In Sharcholders” Equity
For The Period From April 9, 2003 {Date OFf Inception) To September 30, 2004

Statutory Voluntary Retained
Capital eserve reserve camings Total
KD KD KD KD KD
Paid from authorized capital (Note 11) 6,500,000 - - = 6,500,000
Net profit for the period - - - 1574475  1,574475
Transfer 1o reserves - 160,391 80,196 (240,587) -
Balance at September 30, 2004 6,500,000 160,391 80,196 1,333,888 8074475

The accompanying notes are an integral part of the financial statements

Munshax Real Estate Projects Compuny - Kuwaiti Shareholding Company (Closed) - State OF Kowait
Sutement Of Cash Flows - For The Period From April 9. 2003 (Date Of Inception) To September 30, 2004

Cash Mlows from operating activities

Profit for the period before contribution to Kuwait Foundation for the
Advancement of Sciences and Board of Directors’ remuneration

Adjustments for:

Depreciation

Murabaha income

Company s share in results of associate

Investment income from real estate portfolio
Provision for end of service benefits

Operating profit before changes in working capital
Increase in accounts receivable and other debit balances
Increase in due from related parties

Increase in accounts payable and other credit balances
Increase in due to related party

Net cash from operating activities

Cash Mlows from investing activities
Purchase of fixed assets

Purchase of investment in associale
Purchase of investments available for sale
Dividends received from associale
Murabaha income received

Met cash used in investing activities

Cash Mows from Mnancing activities
Proceeds from authorized capital (Note 11)

Net cash from financing activities

Cash and cash equivalents at the end of the period (Note 3)

The accompanying notes are an integral part of the financial statements

For the period
from April 9,
2003 (date
of inception)

1o September 30,

2004
KD

1,603,910

20,675
(2,280)
(1,182,731)
(407,650)
T.509
39433
(41,568)
(1.471.266)
644,842

972914

144,355

(62,873)
(50,000)
(5,700,000}
280,000
1,762

(5,531,111}

6,500,000

6,500,000

1,113,244



Munshaa Real Estte Projects Company - Kuwaiti Sharcholding Company (Closed) - Ste OF Kuwait
Notes To Financial Sttements - September 30, 2004

1- Incorporation and activities

The Company was established in April 8, 2003 in accordance with Articles of Association authenticated

st the Real Estate Registration and Authenticstion Department in the Ministry of Justice under Mo, 1416/Vol. 1.

The main objectives of the Company are as follows:

1- Owning, selling and purchasing real estates and lands, in addition to developing them for the
benefit of the Company inside and outside the State of Kuwait, in addition to managing the properties
of others, with no violation of the set forth regulations, and the kind of rading in private residence
buildings that has been prohibited by these regulations.

2- Orwning. selling and purchasing the shares of real estate companies for the interest of the Company
inside and outside Kuwait.

3- Conducting all kinds of studies and providing consultations in the field of real estates, provided
the required conditions are met by the person delivering this kind of service.

4- Owming and managing hotels, health clubs and touristic facilities in addition to renting and leasing them,

5- Performing maintenance works for buildings and real estates owned by the Company, including
maintenance works and performing civil, mechanical, electricity, elevators and airconditioning
works in order to maintain the building condition and safety.

6- Managing, operaling, investing, renting and leasing hotels, clubs, motels, hosting houses, leisure,
parks, gardens, exhibitions, restaurants, cafeteriag, housing complexes, touristic and health
resorts, entertainment and sports projects and shops. on all levels and grades including all essential
services and affiliated facilities as well as other necessary services.

T- Organizing real estate exhibitions for the Conmpary 's real estme projects, pursuant 10 the Minksry regulations,

&= Conducting real estate auctions, pursuant to the Ministry regulations.

9- Owning and managing commercial markets and housing complexes.

10- Establishment and managing of the real estate investment funds. after to the approval of the Central
Bank of Kuwait,

11- Utilizing the Company’s financial surpluses through investing them in financial and real estate
portfolios that are managed by specialized companies and bodies.

The Company shall conduct the above mentioned operations inside and outside the State of Kuwait
by itself or through agency.

Moreover, the Company shall have the right w have an interest or to take part in any manner with the
autherities that practice similar operations, or that may help the Company to achieve its objectives inside
and outside Kuwait. The Company shall also establish these authorities or panticipate therewith. or
merge them to the Company. The objectives for the which the Company was established shall be
practiced according 1o Islamic Shari’a, and the Company shall net directly or indirecily perform any
operations that include dealing through usury or any other work that may contradict the Islamic Shari‘a.

According to the Company 's Articles of Association. the first fiscal year of the Company started from
April 9, 2003 (date of inception) and ended on December 31, 2004; and based on the decision of
the Extraordinary General Assembly meeting held on September 22, 2004, the Company's fiscal year
had been amended to start on October | and end on September 30 of each year, except for the first
year which commenced from the date of inception of the Company and end on September 30, 2004,

The Company's registered address is P.O. Box 1393 Dasman = 15464 - State of Kuwait.
The financial statements were authorized for issue by the Board of Directors on October 19, 2004
The total number of employees of the Company as of September 30, 2004 is 17,

Munshaa Real Estte Projects Company - Kuwaiti Sharcholding Company {Closed) - Stte OF Kuvwait
Notes To Financial Sttements - September 30, 2004

2- Significant accounting policies

The panying financial have been prepared in accordance with International Financial
Reporting Standards issued by the International Accounting Standards Board (IASB). Significant
accounting policies are summarized as follows:

a- Basis of preparation
The financial statements are presented in Kuwaiti Dinars and are prepared under the historical cost
convention excepl for investments available-for-sale that arc stated at fair value.

b- Investments

Investments are initially recognized at cost, being the fair valoe of the consideration given, which
is measured using settlement date, including all acquisition costs associated with the investment.
After initial recognition, investments available-for-sake are measured at fair value, The fair value of
investments traded in recognized financial markets is their quoted market price based on the current
bid price. For invesiments where there is no quated market price, a reasonable estimate of fair value
is determined by reference to the current market value of another instrument that is substantially the
same or is based on discounted cash flow analysis or option pricing models. Investments, whose fair
value cannot be reliably measured, are carried at cost less impairment losses.

Realized or unrealized guins or losses resulting from changes in fair value of investments available-

for-sale are recognized in the income statement in the period in whi
value for investment carried at cost is charged to income statement.

I it arises, also impairment in

¢= Receivables
Receivables are siated al face value, after provision for doubiful debis.

d- Associates

Associates are companies in which the Company has significant influence, but not control, over the
financial and operating policies. The financial statements include the Company™s share of the total
recognized gains and Josses of associates, under the equity method of accounting, from the date that
significant influence effectively commences until the date that significant influence effectively ceases.
Unrealized gains arising from transactions with associates are eliminated. against the investment in the
associate, 1w the extent of the Company’s interest in the associate. Unrealized losses are eliminated in
the same way as unmealized gains except that they are only eliminated o the extent that there is no evidence
of impainment. An assessment of investments in associates is performed when there is an indication that
the asset has been impaired or the impainment losses recognized in prior years no longer exist.

e- Fixed assets

Fixed assets are stated at cost less accumulated depreciation and impairment losses. When fixed assets
are sold or retired, their cost and accumulated depreciation are eliminated from the accounts and any
gain or loss resulting from their disposal is included in the statement of income.
The initial cost of fixed assets comprises its purchase price and any directly attributable costs of bringing
the asset to its working condition and location for its intended use. Expenditures incurred after the
fixed assets have been put into operation, such as repairs and maintenance and overhaul costs, are
nommally charged to the statement of income in the period in which the costs are incurred. In simations
where it can be clearly demonstrated that the expenditures have resulied in an increase in the future
economic benefits expected to be obtained from the use of an item of fixed assets beyond its originally
assessed standard of performance, the expenditures are capitalized as an additional cost of fixed assets.



Munshait Real Estte Projects Company - Kuwaiti Sharcholding Company (Closed) - Stte Of Kuwait
Notes To Financial Stwements - September 30, 2004

Depreciation is computed on a strajght-line method over the estimated wseful lives of these assets as follows:

Depreciation rate %

Furniture and fixtures %20
Computer equipment %33.333
Office equipment %33.333

The useful life and depreciation method are reviewed periodically to ensure that the method and period
of depreciation are congistent with the expected pattern of economic benefits from items of Mixed assets,

- Impairment of assels

The carrying amounis of the Company s assets are reviewed for impairment whenever events or changes
in circumstances indicate that the carying amount of an asset may not be recoverable. Whenever the
carrying amount of an asset exceeds its recoverable amount, an impairment loss is recognized in the
statement of income. The recoverable amounts of the Company s investments available for sale is their
fair value, The recoverable amount of other assets is the higher of an asset’s net selling price and value
in use. The net selling price is the amount obtainable from the sale of an asset in an arm's length ransaction
while value in use is the present value of estimated future cash flows expected to arise from the continuing
use of an asset and from its disposal at the end of its useful life. Recoverable amounis are estimated for

individual assets or, if it is not possible, for the cash-g ing unit.

Reversal of impairment losses recognized in prior years is recorded when there is an indication that the
impairment losses recognized for the asset no longer exist or has decreased. The reversal is recorded in income.

g- Payables
Accounts payable are stated at their cost.

g- End of service benefits

Provision is made for amounts payable to employees under the Kuwaiti Labor Law in the private sector
and employee contracts. This liability, which is unfunded. represents the amount pavable to each employee
as a result of involuntary termination on the balance sheet date, and approximates the present value of
the final obligation.

i= Income recognition
Portfolio management commission and fees and other revenue are recognized on accrual basis.
Dividend are recognized when the Company’s right to receive payment is established.

j- Foreign currencies

Foreign currency transactions are recorded in Kuwaiti Dinars at rates of exchange prevailing on the date
of the rransactions. Monetary assets and liabilities denominated in foreign currency at the balance sheet
date are translated 1o Kuwaiti Dinars at rates of exchange prevailing on that date. Exchange differences
are reported as part of the results for the period.

Munsha# Real Estte Projects Company - Kuwaiti Sharcholding Company (Closed) - Stte OF Kuwait
Naotes To Financial Staements - September 30, 2004

k- Finuncial instruments

Financial assets and financial linbilities carried on the balance sheet include cash and cash equivalents,
receivables, investments available for sale, and payables. The accounting policies on recognition and
measurcment of these items are disclosed in the respective accounting policies found in this Note.

Financial instruments are classified as liabilities or equity in accordance with the substance of the
contractual arrangement. Interest, dividends, gaing, and losses relating to a financial instrument
classified as a liability are reported as expense or income. Distributions to holders of financial
instruments classified as equity are charged directly o equity. Financial instruments are offset when
the Company has a legally enforceable right to offset and intends 1o setile either on a net basis or
1o realize the asset and settle the liability simultaneously.

I- Contingencies

Contingent liabilities are not recognized in the fnancial statements, They are disclosed unless the
possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is
not recognized in the finuncial statements but disclosed when an inflow of economic benefits is probable.

m= Cash equivalents
Cash equivalents for the purpose of preparing the statement of cash flows, comprise murabaha
mvestment with maturity date not excecding three months from the date of deposit.

3- Cash and cash equivalents Seplember 30,
2004
KD
Cash on hand and at banks 63.244
Murabaha investment 1,050,000

1,113,244

Murabaha investment represents deposit with one of the Kuwaiti financial institutions - related party.
which have experi and @ in AN i of investment funds in the local and intemational
market. This investment earms an average income at 1.8% per annum.

4- Accounts receivable and other debit balances

September 30,
2004
KD
Accrued commission of placement fees 30,000
Staff receivables 6,242
Prepaid expenses and refundable deposits 5326
Acerved income 318

42,086



Munshaa Real Estite Projects Commy Kuwaiti Sharcholding Company (Closed) - Stae OF Kuwait
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5- Due from (to) related parties

Certain of the Company's commercial transactions ane made with parties related to the shareholders.
Prices and terms of payment relating to these transactions are approved by the Board of Directors.

Due from (to) related partics balance is summuarized as follows:

a- Due from related parties September 30,
2004
KD
Due from real estate portfolio 1,858,232
Due from Sokouk Real Estate Development Co 20,684
1,878,916
September 30,
b- Due to related party 2004
KDx
Due to Mas International for General Trading and Contracting Co 072914
6+ Investment in an associate
Investment in an associate represents as follows:
Percentage September 30,
of holding 2004
G KD
Mas International for General Trading and Contracting Co. 50 952,731
W.L.L. — Kuwait
‘The movement of investment during the period is as follows:
September 30,
2004
KD
Paid for investment in associaie 50,000
Company's share in results of associate 1,182,731
Dividend received (280,000}
952,731

The Company’s share in resulis of associate for the period ended Sepiember 30, 2004 was calculaied
based on shareholders” equity according to management accounts of the associate.

Munshaa Real Estte Projects Company - Kuwaiti Sharcholding Company (Closed) - Stte OF Kuwait
Notes To Financial Sttements - September 30, 2004

7= Investments available-for-sale
September 30,
2004
KD
Investment in real estate portfolio 4,200,000
Investment in unguoted securities 1,500,000

5,700,000

I in real estate porifolio rep the Company”s share paid in ZamZam lower project portfolio.

8- Fixed assets
Furniture Computer Office
and fixtures equipment equipment Total
Cost KD KD KD KD
Additions during the period 21,559 27,999 13,315 62,873
At September 30, 2004 21,559 27,999 13,315 62,873
Accumulmed depreciation:
Charge for the period 6,047 9.961 4,667 20,675
AL September 30, 2004 6,047 9.961 4,667 20,675
Net book value
Al September 30, 2004 15,512 18,038 8,648 42,198

9- Accounts payable and other credit balances

Scptember 30,

2004
KD

Accounts payable 28,673
Accrued expenses and leave pay 122,849
Board of Directors remuneration 15,000
Kuwait Foundation for the Advancement of Sciences 14,435
Other accruals 493,320
674,277

Other Is represent redited to the shareholders” accounts and is related 1o the incentives

of the working team on ZamZam wower project porifolio, based on the Board of Directors decision
dated August 10, 2003 = No. 5.
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10- Provision for end of service benefits

September 30,
2004
KD
Balance at beginning of the period -
Charge for the period 7.509
Balance at end of the period 7.509
11- Capital
Authorized capital amounting to KD 15,000,000 consist of 150,000,000
shares of 100 fils each, paid-up capital is as follows: September 30,
2004
KD
Authorized capital 15,0000, 000
Unpaid capital (8.500,000)

Paid-up capital 6,500,[KK)

12- Statutory reserve
As required by the Commercial Companies Law and the Company's Articles of Association, 10%
profits has been transferred to statutory reserve. The Company may reselve Lo discontinue such
annual transfers when the reserve equals 50% of the capital. This reserve is not available for
distribution except in cases stipulated by Law and the Company's Articles of Association.

13- Voluntary reserve
As required by the Company's Articles of Association. a percentage of the profit for the period has
been wransferred to the voluntary reserve and this proposed by the Board of Direciors and approved
by General Assembly. The Company may resolve to discontinue such transfers in sccordance with
a resolution at the General Assembly upon rec dation from Manag . Baged on meeting
of the Board of Directors held on August 28, 2004, No. 12 it was decided to wransfer 5% from net
profit for the period to voluntary reserve.

14- Operating revenue and cost

For the period from April 2, 2003 {daie of inception) o
September 34, 2004

Real estate portfolio Real estate Projects
management portfolio management
fees Commission Commission Total
KD KD KD KD
Operating revenue 564,795 1,039,620 102,876 1,727,291
Operating cost = (986.640) (274.294) (1.260.934)

Giross profit (loss) 564,795 72,980 (171.418) 466,357

Munshaat Real Estae Projects Company - Kuwaiti Sharcholding Company (Closed) - Stte OF Kuwait
Notes To Financial Stements - September 30, 2004

15- General and administrative expenses
General and administrative expenses include staff cost amounting to KD 335,171

16- Proposed dividend

The Board of Director’s proposes to distribute an amount of KD 1,000,000 from profits which equal o
6.667% from the authorized capital 1o the sharcholders” that are recorded in the company”s reconds on the
datc of the Ordinary General Asscmbly mecting, and these distributions of profits will be transferred to seitle
the part of unpaid capital. This proposal is subject to the approval of the sharcholders® General Assembly.

17- Financial instruments

In the normal course of business, the Company uses primary financial instruments such as cash and cash
equivalents, receivables, investmenis available for sale and payables and as a resuli, is exposed 1o the
risks indicated below. The Company currently does not use derivative financial instruments 1o manage
its exposure 1o these risks.

Interest rate risk:

Financial instruments are subject to the risk of changes in value due to changes in the level of interest.
The effective interest rates and the periods in which interest bearing financial assels are repriced or
mature are indicated in the respective notes.

Credit risk:

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation causing
the other party to incur a financial loss, Financial assets which potentially subject the company to credit
risk consist principally of cash and cash equivalents at banks and financial institutions. The Company's
cash is placed with high credit rating banks and financial institutions.

Foreign currency risk:

The Company incurs foreign currency nsk on 1ons that are d inated in a currency other than
the Kuwaiti Dinar. The Company may reduce its exposune to fluctuations in foreign exchange rates through
the use of derivative financial instruments. “The Company ensures that the net exposure is kept to an
acceptable level, by dealing in currencies that do not fluctuate significantly against the Kuwaiti Dinar.

Liguidity risk:

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments
associated with financial instruments. To manage this risk. the Company periodically assesses the
financial viability of customers and invest in murabaha investments.

Cash flow risk:
Cash flow rizk is the risk that future cash flows associated with a monetary financial instrument will
fluctuate in amount. At present, the Company has no significant exposure o such risk.

Fair value of financial instruments

Fair value is defined as the amount at which the i it could be exchanged in a current transaction
between knowledgeable willing partics in an arm's length transaction. other than in a forced or liquidation
sale. At September 30, the fair values of financial instruments approximate their carrying amounts due
tovits short maturity,




