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Quirain in brief:

Qurain Co. for Petrochemical Industries, due to its importance and
uniqueness, has been established under the Amiri Decree 24/2004
dated 10/11/2004, with a paid-up capital of KD 110 million distrib-
uted on 1,100,000,000 shares, at the value of 100 Bs for each
bar value stock. It is a private company investing in the sectors
of Chemicals and Petrochemicals and their supporting services.
Great efforts have been exerted to establish the company under
the clear guidance of the state represented by the Petrochemical
Industries Co. (PIC) in order to open the way for the private sector
to be involved in investing in these important and strategic sectors
in the state of Kuwait in particular and in the world in general.

It also works on utilizing these natural resources to establish do-
mestic industries that add value to our country’s economy and cre-
ate job opportunities for the citizens of this beloved country.
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Due to its importance and unigueness, the company has been established
under the Amiri Decree 24/2004 dated 10/11/2004, with a paid-up capital of
KD 110 million distributed on 1,100,000,000 shares, at the value of 100 Bs for
each bar value stock. Citizens have been invited for public subscription on for
90% of the paid-up capital; the Petrochemical Industries Co. has subscribed
for the remaining portion of 10%; it is the sponsor of the establishment of the
company as a guarantee and to enhance the Kuwaiti shareholders’ trust in
such a sector and in its outstanding future, which is considered the biggest
and the most successful subscription in the history of Kuwait, where the sub-
scription has been covered at the percentage of approximately 2.4 times.

QPIC as planned has entered in existing projects as well as prospect proj-
ects; by that the company has acquired a portfolio of projects of varying stag-
es and products, which will incur appropriate monetary infRows for expansion,
investment, and management of its internal transactions. Therefore, it has
bought 6% of EQUATE Petrochemical for a total deal of US$ 252 million
dollars, whose shares are shared between the Petrochemical Industry Co.,
Boubyan Petrochemicals as well as the American Co. Dow given the fact that
EQUATE Petrochemical Co. produces approximately one million ton of ethyl-
ene derivatives after breaking down ethane gas provided by KNPC. EQUATE
Petrochemical Co. has achieved unprecedented bPnancial results over the last
three years, and net probts of $588 million in 2005, $565 million in 2006, and
$769 million in 2007. This is owing to many reasons such as the management
excellence and increased prices of petrochemical (downstream) products in
world markets due to the increased demand especially from the Asian giant,
China, as well as India.

QPIC. has shared in Kuwait Company for OlebPns (EQUATE-II) at 6% with the



QURAIN

same partners in order to produce 650 thousand tons ethylene Glycol used in
producing Polyester and Plastic, the project is being Constructed as sched-
uled despite all the logistical obstacles facing the project managers regarding
delivery of required material and equipment, procuring qualibed and compe-
tent labor to execute projects due to the high competitiveness in the market.
Construction works and operation will be completed early in the third quarter
of 2008. The company will also provide EQUATE with ethylene to further pro-
duce approximately 300 thousand tons of Polyethylene.

The company has also shared in Kuwait Aromatics Co., which is a joint com-
pany between QPIC 20%, Petrochemical Industry Co. 40%, and KNPC 40%
- the provider of feed stock for the project, which creates excellent economic
synergy and consistency. Kuwait Aromatics Co. owns two companies: brst,
Kuwait Paraxylene Production Co. for producing Paraxylene with the capacity
of 820 thousand metric tons annually, and 380 thousand tons Aromatic Ben-
zene, the feed stock material for Styrene Project; Kuwait Paraxylene Produc-
tion Co. Paraxylene is wholly owned by Kuwait Aromatics Co.; second, Kuwait
Co. for Styrene with the capacity of 500 thousand metric tons annually, where
it owns 57.5 % and the remainder is owned by Dow Chemicals. The total cost
of both projects is US $2.6 billion due to the increased cost of constructions
globally for many reasons, such as the strong competition over such gigantic
projects, the increased prices of construction material.

These two companies will produce Paraxylene and Styrene that are impor-
tant for the production of many other chemicals and petrochemicals used in
the manufacturing of a lot of the items we use dalily.

The prices of these products, among many others, is expected to continue
rising in this industry till the fourth quarter of 2008; then they may drop down
to levels higher than their lower prices in the recent years for several reasons
including: drop-out of high cost manufacturers due to inability to continue pro-
ducing and operating because of the incurred losses related to the drop in




prices; and due to the depreciation of these projects and their technologies.
The unigue competitiveness of the Gulf States will make them securer in
such Ructuations, if they occur. No doubt that the prices of these products are
closely related to the global prices of oil and gas; which are the two basic feed
stock for these processes. Analysts expect that prices will be increasing by
the end of 2009 due to the increased demand and the unlimited uses of these
products, which have eliminated the use of many other previous basic raw
materials such as iron, wood, cotton, silk, stones and the like. Transferring to
utilization of such cheap and disposable material has become more attractive
and more economic and environment

Shares in such projects have put QPIC on the map of the industry and the
operating companies, where it is still trying to seize the appropriate opportuni-
ties for investment and horizontal and vertical expansion in these industries,
which its overall market is more than US $500 billion annually. That is why
QPIC in the Methanol project in Algeria has entered in alliances with global
companies such as Lurgi for Technology and Engineering, Mitsui Co. for mar-
keting , and other companies from Algeria and Trinidad. The alliance led by
QPIC in partnership with the Algerian government co. Sonatrach has won the
contract to establish, run, maintain and sell one million ton of methanol, and
to enter the competition for establishing a project to produce one million ton of
highly pure (AA) methanol annually in the industrial city Arzew at the northern
west cost of Algeria.

QPIC has been examining and studying many industrial investment oppor-
tunities both in Kuwait and abroad, which will add to its previous successes
inshallah.
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Chairman’s message to the shareholders:

Dear shareholders, on behalf of my colleagues in the board and myself | ex-
tend our greetings and | am pleased to provide you with the second annual
report of Al-Qurain Petrochemical Industries Company and its projects during
the bscal year 2007.

Last year has been full of important events in the history of your young com-
pany. The company has been enlisted in Kuwait Stock Exchange on 9 July
2007, after great and persistent efforts exerted by the board of directors in
coordination with both the Ministry of Commerce & Industry and Kuwait Stock
Exchange; trading in its shares has reached exceptional rates.

Big constructions continued in the projects, in which the company has shares,
such as second Olebns project, Paraxylene project, Styrene project, and the
project of EQUATE expansion, which are debnitely great achievements es-
pecially in the present highly competitive market of contractors, the increased
prices of raw materials, and manufacturing wages. The company will harvest
a lot from these projects, and will be the main pillars for future investments
and projects.

It is obvious that the markets of petrochemicals have withnessed exceptional
unprecedented prices due to the imbalance in supply and demand globally,
and due to the great global economic growth especially in Asia, which has
improved the proRtability of the various companies operating in this sector.
Consultations companies expect that prices will continue rising or drop slight-
ly during 2008, whereby the three companies, in which QPIC has shares, will
be on stream and start producing in Kuwait.

On 16 July 2007, the consortuim led by QPIC has won the contract to build,
operate, maintain and sell one million ton of methanol, and to enter the com-
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petition for establishing a project to produce one million ton of highly pure
(AA) methanol annually in the industrial city Arzew near Oran at the Northern
West cost of Algeria; this global alliance includes, the Japanese Mitsui Mar-
keting Co., the German Lurgi for Technology and Engineering Co., PPSL Co.
from Trinand and Tobago and Sotraco company from Algeria. Construction of
the project will start in the end of 2008 upon completion of the required agree-
ments and contracts, obtaining the required licenses and documents, and
selecting the contractors and project managers.

This year we have assigned an international consultant to review and set the
strategy of the company for the upcoming ten years, which will undoubtedly
be full of great ambitions, seeking the help of Almighty Allah to succeed in
achieving what we opt for locally, regionally and globally.

| am pleased to congratulate the shareholders on these great achievements,
which positively expected Pnancial outcomes will add more probts and future
success in the medium and long run.

The company has made net prokts of KD 14,802,123 (Fourteen Million and
Eight Hundred and Two Thousand and a Hundred Twenty Three Kuwaiti Di-
nars) with promtability of 13.47 Hs per share during the bscal year 2007. The
shareholders equities have increased to KD 160,552,134 (A Hundred And
Sixty Million And Five Hundred And Fifty Two Thousand Kuwaiti Dinars) at
a book value of 146Hs per share (a Hundred And Forty Six BHs) and overall
assets of KD 161,374,536 (a Hundred Sixty One Million And Three Hundred
And Seventy Four Thousand Kuwaiti Dinars And Five Hundred Thirty Six BIs).
The increased oil prices and associated increase in prices of gas and pet-
rochemicals have greatly infBuenced the exceptional probtability of EQUATE
Petrochemicals, whereof the company owns 6%.

The company has recently signed a binding agreement with the seller to ac-
quire 20% stake of the shares of GULF CRYO, which is a holding company
whose subsidiaries operate in producing, marketing and providing support
services, and research and development for industrial gases in the state of




Kuwait; it has operations and existence in Kuwait, Qatar, Bahrain, Saudi Ara-
bia, United Arab Emirates, Jordan, Syria, and Pakistan. The company is al-
most 50 years old, and it is most important subsidiaries are KOAC and KIGC,
which were established by Mr. Saleem Huneidi. The deal value is about US$
67 million (about Eighteen Million Kuwaiti Dinars); the deal is subjected to full
due diligence and valuation to assess the equitable value, that is to conduct
detailed feasibility studies for the company, and to obtain the Pnal approvals
from the board of directors of QPIC. The stock exchange market will be in-
formed of all the due results of the this transactions; the deal will take 75 days
from the effective date of signing.

The company has been studying and following up a number of industrial in-
vestment opportunities in various countries. We hope to be successful in this
context under the current strong competition and the aggressive demand for
these investments due the great bnancial surpluses and to the attractiveness
of such opportunities nowadays because of the increased prices of oil, gas
and downstream products.

QPIC is closely and carefully monitoring the current developments in the Peld
of exploration and production of free gas from main kelds in the north and
west of Kuwait, and is looking for the opportunities to coordinate with KPC
and its subsidiaries to seize any opportunities for developmentand productin
of Gases and their petrochemical derivatives in no less shares than the peer
global companies in the previous projects.

Finally I would like to thank you on behalf of the board of directors for your
support and encouragement, for your precious conkdent in me and in the
board, hoping that 2008 will be the year of greatness and prosperity for the
company and for our beloved country.

Thank you and best regards.
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QURAIN PETROCHEMICAL INDUSTRIES COMPANY K.S.C.

We have audited the accompanying bnancial statements of Qurain Petrochemical Industries Company
K.S.C. (“the company”), which comprise the balance sheet as at 31 December 2007 and the related
statements of income, changes in equity and cash Row statement for the year then ended, and a
summary of signibcant accounting policies and other explanatory notes.

Management’s responsibility for the Pnancial statements

Management is responsible for the preparation and fair presentation of these Pnancial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of
Pnancial statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these bnancial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the Pnancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the Pnancial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the Pnancial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the Pnancial statements in order to design audit procedures that are
appropriate for the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the bnancial statements.

We believe that the audit evidence we have obtained is suffcient and appropriate to provide a basis
for our audit opinion.
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As at 31December 2007

ASSETS
Current assets
Cash and cash equivalents

Time deposits with banks

Investments at fair value through statement of income

Accrued income and others

Non-current assets
Available for sale investments
Investment in an associate

Furniture and equipment

TOTAL ASSETS

LIABILITIES AND EQUITY

Current liabilities

Accounts payable and others

Non-current liabilities

Provision for employees’ end of service indemnity
Total liabilities

Equity

Share capital

Statutory reserve

Voluntary reserve

Retained earnings

Foreign exchange translation reserve

Unrealised gain on available for sale investments
Total equity

TOTAL LIABILITIES AND EQUITY

Sheikh M. A. Al Mubarak Al Sabah
Chairman

o 0~ W

10

11
13
14

2007
KD

1,568,763
30,326,596
19,128,546

685,523
51,709,428

89,637,926
19,992,600
34,582
109,665,108
161,374,536

756,894

65,508
822,402

110,000,000
3,830,915
3,709,213
28,083,888
(85,000)
14,113,118
160,552,134

161,374,536

2006
KD

804,190
30,518,215
4,006,733
628,731
35,957,869

85,060,338
20,673,200
38,711
105,772,249
141,730,118

444,703

38,392
483,095

110,000,000
2,308,721
2,187,019
17,226,153
(10,400)
9,535,530
141,247,023

141,730,118

Waleed Ebrahim Al Asfoor
General Manager



Dividend income
Interest income

Realised (loss) gain from investments at fair value through
statement of income

Unrealised gain (loss) from investments at fair value through
statement of income

Share of results of an associate

Staff costs
General and administrative expenses

Prokt before Contribution to Kuwait Foundation for the
Advancement of sciences (“KFAS”), National Labour
Support Tax (“NLST"), Board of Directors’ Remuneration and
Zakat

Contribution to KFAS

Provision for NLST

Board of Directors’ remuneration
Zakat

PROFIT FOR THE YEAR/PERIOD

BASIC AND DILUTED EARNINGS PER SHARE (FILS)

2007
KD

8,862,984
2,113,588

(399,733)

6,357,118

8 (606,000)
16,327,957
(331,430)
(774,585)

15,221,942

(143,057)

15 (187,221)
(80,000)

(9,541)
14,802,123

16 13.47
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2006
KD

19,106,072
3,245,360

520,343

(933,077)

683,600
22,622,298
(531,019)
(221,092)

21,870,187

(189,996)

(80,000)

21,600,191
21.93



Issue of share capital

Net exchange difference

Unrealised gain on available for
sale investments

Total income and expense for the
period recognised
directly in equity

Prokt for the period

Total income and expense for the
period

Transfer to reserves

Excess amount collected for
issue expenses (Note 13)

Balance as at 31 December 2006
Net exchange difference

Unrealised gain on available for
sale investments

Total income and expense for the
year recognised
directly in equity

Prok for the year

Total income and expense for the
year

Transfer to reserves

BALANCE AS AT 31
DECEMBER 2007

Share
capital

KD

110,000,000

110,000,000

110,000,000

Statutory
reserve

KD

2,187,019
121,702

2,308,721

1,522,194

3,830,915

Voluntary
reserve

KD

2,187,019

2,187,019

1,522,194

3,709,213

Retained
earnings

KD

21,600,191
21,600,191
(4,374,038)

17,226,153

14,802,123
14,802,123
(3,044,388)

28,983,888

Foreign
exchange
translation

reserve

KD

(10,400)

(10,400)

(10,400)

(10,400)
(74,600)

(74,600)

(74,600)

(85,000)

Unrealised
gain on
available for sale
investments
KD

9,535,530

9,535,530

9,535,530

9,535,530

4,577,588

4,577,588

4,577,588

14,113,118

KD
110,000,000
(10,400)

9,535,530

9,525,130

21,600,191
31,125,321
121,702

141,247,023
(74,600)

4,577,588

4,502,988

14,802,123

19,305,111

160,552,134
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CASH FLOWS FROM OPERATING ACTIVITIES
Prokt for the year/period

Adjustments for:

Depreciation

Provision for employees’ end of service indemnity

Realised loss (gain) from investments at fair value through
statement of income

Unrealised (gain) loss from investments at fair value through
statement of income

Share of results of an associate

Operating prokt before working capital changes
Accrued income and others

Accounts payable and others

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Available for sale investments

Net movement in investments at fair value through statement
of income

Investments in an associate

Purchase of furniture and equipment

Time deposits with banks

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Initial capital introduced

Excess amount collected for issue expenses transferred to
statutory reserve

Net cash from Pnancing activities
INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year/
period

CASH AND CASH EQUIVALENTS AT THE END OF THE
YEAR/ PERIOD

2007
KD

14,802,123

9,379
27,116

399,733

(6,357,118)

606,000
9,487,233
(56,792)
312,191
9,742,632

(9,164,428)

(5,250)
191,619
(8,978,059)

764,573

804,190

1,568,763

29

2006
KD

21,600,191

9,269
38,392

(520,343)

933,077
(683,600)
21,376,986
(628,731)
444,703
21,192,958

(75,524,808)
(4,419,467)

(20,000,000)

(47,980)
(30,518,215)
(130,510,470)

110,000,000

121,702
110,121,702
804,190

804,190
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Basis of preparation

The Pnancial statements are prepared under the historical cost convention modibed to include the
measurement at fair value of available for sale investments and investments at fair value through
statement of income.

The bnancial statements have been presented in Kuwaiti Dinars.

The preparation of bnancial statements in conformity with International Financial Reporting Standards
(IFRS) requires management to make judgements, estimates and assumptions that may affect the
amounts reported in these Pnancial statements. The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period or in the period of the revision and
future periods if the revision affects both current and future periods.

The company has used judgement and estimates principally in, but not limited to the determination of
fair value of unquoted investments. The fair value of unquoted investments is estimated using pricing
models and/or discounted cash Row techniques. The determination of the cash Rows and discount
factors for unquoted investments requires signibcant estimation, which is subject to uncertainty.

The company has adopted IFRS 7 ‘Financial Instruments: Disclosures’ and amendments to IAS 1
‘Presentation of Financial Statements’ effective for the year ended 31 December 2007. This has
resulted in amended and additional disclosures relating to Pnancial instruments and associated risks,
capital and capital management. In accordance with transitional requirements of the standards, the
company has provided full comparative information.

IASB Standard issued but not adopted

The following International Accounting Standard Board (IASB) and International Financial Reporting
Interpretation Committee (IFRIC) have been issued but are not yet effective and have not been
adopted by the company:
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IAS 1: Presentation of Financial Statements - Revised (effective 2009)
IFRS 8: Operating Segment (effective 2009)

The application of these standards will be made in the bnancial statements when these standards
and interpretations become effective and are not expected to have a material impact on the Pnancial
statements of the company.

Cash and cash equivalents

Cash and cash equivalents comprise cash, bank balances and time deposits with banks with original
maturities of three months or less.

Time deposits with banks

Time deposits with banks represent deposits having an original maturity period of more than three
months from the date of placement and earn an interest.

Accrued income and others

Accrued income and other advances are recognised initially at fair value and subsequently
measured at amortised cost using the effective interest method, less provision for impairment
losses.

(i) Classi bcation

The company has classibed its investments as investments at fair value through statement of income
and available for sale.

Investments at fair value through statement of income include investments held for trading and
investments designated upon initial recognition as at fair value through statement of income.

Investments are classibed as held for trading if they are acquired for the purpose of selling in the near
term. Gains or losses on investments held for trading are recognised in the statement of income.

Available for sale investments are bnancial assets that are not held as investments at fair value
through statement of income and which may be sold in response to needs from liquidity or changes
in interest rates.

(i) Recognition and de-recognition

The company recognises Pnancial assets at fair value through statement of income and available for
sale when the company becomes party to the contractual provision of the instrument.

A Pnancial asset is de-recognised either when the right to receive cash 3ows have expired or the
company has transferred substantially all the risks and rewards of ownership or when it has neither
transferred nor retained substantially all the risks and rewards and when it no longer has control over
the asset or a proportion of the asset.
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(iii) Measurement

Investments are initially recognised at fair value plus transaction costs for all bnancial assets not
carried at fair value through statement of income. Financial assets carried at fair value through
statement of income are initially recognised at fair value and transaction costs are expensed in the
statement of income. Subsequent to initial recognition, all Pnancial instruments are measured at fair
value. As an exception, any instrument that does not have a quoted market price in an active market
and whose fair value cannot be reliably measured is stated at cost, including transaction costs, less
impairment losses if any. If a reliable measure of fair value becomes available subsequently, the
instrument is measured at fair value.

(iv) Fair value measurement principles

The fair value of Pnancial instruments is based on their quoted market price at the balance sheet
date without any deduction for estimated future selling costs. Financial assets are priced at current
bid prices, while Pnancial liabilities are priced at current offer prices. If a quoted market price is
not available on a recognised stock exchange or from a broker/dealer for non-exchange-traded
investments, the fair value of the instrument is estimated using pricing models and/or discounted
cash Row techniques.

(v) Gains and losses on subsequent measurement

Gains or losses arising from changes in fair value of investments at fair value through statement of
income are recognised in the statement of income.

Gains and losses arising from a change in the fair value of available for sale investments are
recognised directly in equity.

(vi) Trade date accounting

All regular way purchases and sales of bnancial 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 bnancial assets that require delivery of assets within the time frame generally established
by regulations or conventions in the market place.

Investment in an associate

Associates are entities over which the company has signibcant inRuence but not control, generally
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates
are accounted for using the equity method of accounting and are initially recognised at cost.

The company’s share of its associates’ post-acquisition probts or losses is recognised in the
statement of income and its share of post-acquisition movements in reserves is recognised in
reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of
the investment.
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As at 31December 2007

When the company’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the company does not recognise further losses, unless it
has incurred obligations or made payments on behalf of the associate.

Unrealised gains on transactions between the company and its associates are eliminated to the
extent of the company’s interest in the associates. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset transferred.

Furniture and equipment

Furniture 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, as follows:

Accounts payable

Liabilities are recognised for amounts to be paid in the future for goods or services received, whether
billed by the supplier or not.

Provision for employees’ end of service indemnity

Provision is made for employees’ end of service indemnity in accordance with the Kuwait Labour Law
based on employees’ salaries and accumulated periods of service or on the basis of employment
contracts, where such contracts provide extra benebts. The provision, whichis unfunded, is determined
as the amount payable to employees as a result of involuntary termination of employment as of the
balance sheet date.

Provisions

Aprovision is recognised in the balance sheet when the company has a legal or constructive obligation
as a result of a past event, and it is probable that an outow of economic benebts will be required to
settle the obligation; and the amount has been reliably estimated. If the effect is material, provisions
are determined by discounting the expected future cash 3ows at a rate that ref3ects current market
assessment of the time value of money and, where appropriate, the risks specikc to the liability.

Foreign currency transactions

Foreign currency transactions are recorded in Kuwaiti Dinar at the rate of exchange ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated
into Kuwaiti Dinars at the rate of exchange prevailing at the balance sheet date. Resulting gains or
losses on exchange are recorded as part of the results for the period.



34

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

Interest income is recognised as it accrues, taking into account the effective yield of the asset.

Zakat

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

Impairment

Furniture and equipment, other advances, investment in an associate and available for sale
investments are reviewed at each balance sheet date to determine whether there is an indication of
impairment. If any such indication exists, the asset’s recoverable amount is determined as follows:

Furniture and equipment and investment in an associate

An impairment loss is recognised whenever the carrying amount of an asset or its cash-generating
unit exceeds its recoverable amount. The impairment losses are recognised in the statement of
income.

The recoverable amount of an asset is the greater of its net selling price and value in use. In assessing
value in use, the estimated future cash Rows are discounted to their present value using a discount
rate that ref3ects the current market assessment of the time value of money and the risks specikc
to the asset. For an asset that does not generate cash Rows largely independent of those from
other assets, the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

An impairment loss is only reversed to the extent that the asset carrying amount does not exceed the
carrying amount that would have been determined if no impairment loss had been recognised.

Available for sale investments

In the case of available for sale investments, a signibcant or prolonged decline in the fair value
of the security below its cost is considered an indicator that the investments are impaired. If any
such evidence exists for available for sale Pnancial assets, the cumulative loss — measured as
the difference between the acquisition cost and the current fair value, less any impairment loss on
that Pnancial asset previously recognised in the statement of income is removed from equity and
recognised in the statement of income. Impairment losses recognised in the statement of income, on
available for sale investments are not reversed through the statement of income.
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Other advances

A provision for impairment of other advances is established when there is objective evidence that the
company will not be able to collect all amounts due according to the original terms. Signibcant bnancial
difbculties of the debtor, probability that the debtor will enter bankruptcy or Pnancial reorganisation,
and default or delinquency in payments are considered indicators that the advances are impaired.
The amount of the provision is the difference between the asset’s carrying amount and the present
value of estimated future cash Rows, discounted at the effective interest rate.

Segmental information

No segmental information is presented in these Pnancial statements as the company’s assets,
liabilities, revenue and expenses relate to one business and geographical segment.

3. Cash and cash equivalents

Cash in hand 750 392
Cash at banks 60,641 128,728
Share application account with bank 68,711 71,982
Cash in portfolio 1,438,661 603,088

1,568,763 804,190

4. Time deposits with banks

Time deposits with banks represent deposits having an original maturity period of more than three
months from the date of placement and earn an interest rate ranging between 6.25% to 7.5% (2006:
6.5% to 6.95%) per annum.

5. Investments at fair value through statement of income

The company’s investments at fair value through statement of income are managed by KIPCO Asset
Management Company K.S.C. (Closed) and represent investments in local and foreign funds and

equity securities as follows:

Quoted equity securities 18,064,585 3,675,149
Quoted funds 1,038,761 306,384
Unquoted equity securities 25,200 25,200

19,128,546 4,006,733
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6. Accrued income and others

Accrued interest income 646,925 575,751
Work-in progress - 47,497
Others 38,598 5,483

685,523 628,731

7. available for sale Investments

Available for sale investments represent investment stake of 6% each, in Equate Petrochemical
Company K.S.C.C. (“Equate”) and Kuwait Olebns Company K.S.C.C., domiciled in the State of
Kuwait.

The investment in Equate Petrochemical Company K.S.C.C. (“Equate”) amounting to KD 87,761,090
(31 December 2006: KD 83,183,502) is carried at fair value as determined by management using
pricing models and discounted cash Row techniques that are based on non-observable market prices
or rates for which an unrealised gain recognised in equity at 31 December 2007 amounted to KD
14,113,118 (2006: KD 9,535,530).

The remaining investment amounting to KD 1,876,836 (31 December 2006: KD 1,876,836) is carried
at cost as the company has not yet commenced its operations.

8. Investment in an associate

The company has the following investment in an associate:

Kuwait Aromatics Company K.S.C.C. Kuwait 20% 20%

The associate is involved in the production and selling of aromatic products and its derivatives.

The following table illustrates summarised information of the company’s investments in its
associate:
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KD KD

Share of associates’ balance sheet:

Current assets 51,764,400 14,715,600

Non-current assets 4,448,600 11,753,000

Current liabilities (6,884,400) (2,381,800)

Non-current liabilities (29,336,000) (3,413,600)

Net assets 19,992,600 20,673,200
Share of associates’ revenues and results:

Revenues 800 1,080,559

Results (606,000) 683,600

Share of results of the associate was calculated based on the interim condensed consolidated Pnancial
information for the period ended 30 September 2007. In the opinion of the management, there were
no signibcant events or transactions in the months following the year end of the associate. In addition,
the management does not expect any material differences in the bgures in case audited Pnancial
statements would have been available as at 31 December 2007 in respect of the associate.

9. Furniture and equipment
Furniture,

Computers other assets --

pxtures and

Opening balance 13,989 24,722 38,711 -
Additions during the year/period 500 4,750 5,250 47,980
Less: depreciation charged for the year/

period (3,929) (5,450) (9,379) (9,269)
Carrying value as the end of the year/ 10.560 24 022 34.582 38.711
period ’ ' ' ’

10. Accounts payable and others

Sundry creditors 69,854 46,368
Provision for Kuwait Foundation for the Advancement

of Sciences (KFAS) 143,057 189,996
Provision for National Labour Support Tax (NLST) 187,221 -
Board of Directors’ remuneration 80,000 80,000
Staff payables 79,270 128,339
Other payables 197,492 -

756,894 444,703
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11. Share capital

The authorised, issued and paid up share capital of the company comprises of 1,100 million shares
(2006:1,100 million shares) of 100 Hs each. At 31 December 2007, 687,110 shares (2006: 719,820
shares) of 100 Hs each were pending for allotment on account of certain formalities not being
completed.

12. Proposed dividends

Subject to the approval of the annual general assembly, the board of directors propose to distribute
a cash dividend of .... Hs per share to the shareholders existing at the date of the annual general
assembly.

13. Statutory reserve

In accordance with the Kuwait Commercial Companies Law of 1960 and the company’s articles and
memorandum of association, 10% of the prokt for the year (before contribution to Kuwait Foundation
for the Advancement of Sciences, National Labour Support Tax, Board of Directors’ remuneration
and Zakat) is transferred to the statutory reserve. The company may resolve to discontinue such
transfers when the reserve totals 50% of the paid up share capital. The reserve is not available for
distribution except for payment of a dividend of 5% of paid up share capital in years when probt is not
sufbcient for the payment of such dividend.

In accordance with the Article 15 of the Articles of Association of the company, the excess amount
collected from the Initial Public Offering (“IPQO”) over the share issue expenses incurred, has been
transferred to the statutory reserve during 2006.

14. Voluntary reserve

As required by the company’s articles of association, 10% of the probkt for the year before contribution
to Kuwait Foundation for the Advancement of Sciences, National Labour Support Tax, Board of
Directors’ remuneration and Zakat is required to be transferred to the voluntary reserve. Such annual
transfers can be discontinued by a resolution of shareholders in the annual general assembly meeting
upon recommendation by the Board of Directors. There are no restrictions on the distribution of this
reserve.

15. National labour support tax

As per Law 19 of 2000, Kuwaiti companies quoted on the Kuwait Stock Exchange are required to pay
an employment tax at the rate of 2.5% of the net annual probts whether or not such annual probts
are distributed to shareholders.

Accordingly, the company has accrued for the National Labour Support Tax based on the prokt for
the period starting from the date of listing to 31 December 2007.
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16. Basic and diluted earnings per share

Basic and diluted earnings per share is computed by dividing prokt for the year / period by the
weighted average number of ordinary shares outstanding during the year / period.

Prokt for the year / period (KD) 14,802,123 21,600,191

Weighted average number of ordinary shares
outstanding during the year / period 1,099,282,906 985,132,467

Basic and diluted earnings per share (Hs) 13.47 21.93

Basic and diluted earnings per share are equal as there are no dilutive potential shares.

17. Related party transactions

Related parties primarily comprise of directors, key management personnel, associates, shareholders
and entities controlled, jointly controlled or signibcantly infuenced by such parties. Pricing polices
and terms of these transactions are approved by the company’s management.

Interest income (from an associate) 205,476 -

Transactions with related parties are as follows:

Share of results of an associate (606,000) 683,600

Compensation of key management personnel

The remuneration of directors and other members of key management during the year / period was

as follows:

Short-term benebts 246,000 238,000

Employees’ end of service benepts 18,200 17,400
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Interest rate risk

Interest rate risk is the risk that the value of a bnancial instrument will Buctuate due to changes in
market interest rates. Financial instruments, which potentially subject the company to interest rate
risk, consist primarily of time deposits with banks.

The following table demonstrates the sensitivity of the statement of income to reasonably possible
changes in interest rates, with all other variables held constant.

The sensitivity of the statement of income is the effect of the assumed changes in interest rates on
the company’s probt before contribution to Kuwait Foundation for the Advancement of Sciences,
National Labour Support Tax, Board of Directors’ remuneration and Zakat for one year, based on the
Boating rate bnancial assets held at 31 December 2007.

2007 +100 300,000
KD -100 (300,000)
2006 +100 300,000
KD -100 (300,000)

Credit risk

The company is exposed to credit risk in respect of losses that would have to be recognised if
counterparties fail to perform as contracted. The company’s exposure to credit risk is primarily
in respect of time deposits with banks and other bank balances. As at balance sheet date, the
company’s maximum exposure to credit risk is equal to the carrying amount of the assets disclosed
in the balance sheet.

Equity price risk

Equity price risk is the risk that the value of bnancial instruments will Buctuate as a result of changes in
equity prices. Financial instruments, which potentially subject the company to equity price risk, consist
principally of investment at fair value through statement of income, available for sale investments
and investment in an associate. The company manages this risk by diversifying its investments on
the basis of the pre- determined asset allocations across various categories, continuous appraisal
of market conditions and trends and management estimate of long and short term changes in fair
value.

The following table demonstrates the sensitivity of the proRt and equity to reasonably possible
changes in equity prices, with all other variables held constant. The effect of decreases in equity
prices is expected to be equal and opposite to the effect of the increases shown.
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Kuwait +5% 288,629 4,481,896 +5% 126,043 4,253,017
Other GCC +5% 614,512 - +5% 51,565 -
Other quoted +5% 52,026 - +5% 21,468 -
Unquoted +5% 1,260 - +5% 1,260 -

Liquidity risk

Liquidity risk is the risk that the company will encounter difbculty in raising funds to meet commitments
associated with bnancial instruments. To manage this risk, the company periodically assesses the
Pnancial viability of debtors and invests in bank deposits or other investments that are readily realisable.
The maturity proble is monitored by management to ensure adequate liquidity is maintained

The table below summarises the maturity probe of the company’s undiscounted bnancial liabilities at
31 December 2007 based on contractual undiscounted repayment obligations.

KD KD KD KD KD

Accounts payables and others 152,881 20,228 583,785 - 756,894

Prov_isio_n for employees’ end of 65,508 65,508

service indemnity - - -

TOTAL LIABILITIES 152,881 20,228 583,785 65,508 822,402

Commitments - 200,000 2,000,000 42,000,000 44,200,000
KD KD KD KD KD

Accounts payables and others 193,985 3,185 247,533 - 444,703

Provision for employees’ end of

service indemnity - - - 38,392 38,392

TOTAL LIABILITIES 193,985 3,185 247,533 38,392 483,095

Commitments - - - 42,000,000 42,000,000



42

Foreign exchange risk

Foreign exchange risk is the risk that the value of a Pnancial instrument will Buctuate due to changes
in foreign exchange rates.

Majority of the company’s assets, liabilities, income and expenses are in Kuwaiti dinars and therefore
foreign exchange risk is minimal.

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 company manages its capital structure and makes adjustments to it in light of changes in
business conditions. In order to maintain or adjust the capital structure, the company may adjust the
amount of dividends paid to shareholders, return capital to shareholders, issue new shares or debt
and or sell assets to reduce debt.

There were no changes made in the objectives, policies or processes during the year/period ended
31 December 2007 and 31 December 2006.

Capital comprises share capital and retained earnings, and is measured at KD 138,983,888 as at 31
December 2007 (2006: KD 127,226,153).

The fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s length transaction. Underlying the debnition of fair value
is the presumption that the company is a going concern without any intention or need to liquidate,
curtail materially the scale of its operations or undertake a transaction on adverse terms. As at the
balance sheet date, the fair value of the company’s bPnancial assets were not materially different from
their carrying values.



