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NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
31 DECEMBER 2007 5. Subsidiaries
Country of Proportion Proportion of
Name of subsidiary : yor of ownership  voting power Principal activity
incorporation .
interest held
Margulf Management Inc ~ USA 100% 100% Asset management
KFC Lone Star, Inc USA 100% 100% Asset management
KFC Lone Star 1, Inc. USA 100% 100% Asset management

First Management and

Economic Consultancy ~ Kuwait 100% 100% Egﬁgﬁggc
Company-K.S.C. (Closed) y
Marsoft for Computer

Programming, Operations . o o Computer
and Consultancy Services Kuwait 67% 67% Consultancy

Company-W.L.L.

6. Interest income

2007 2006

KD 000’s KD 000’s

Time deposits 236 154
Investments at fair value though statement of income 207 131
Short term financing 138 -
Murabaha receivables 5 12
Loans and advances 1,518 1,937
2,104 2,234

7. DIVIDEND INCOME

2007 2006

KD 000’s KD 000’s

Investments at fair value through statement of income 236 409
Available for sale investments 68 215
304 624

8. Management fees and commission

Management fees relates to income arising from the Group’s management of portfolios, funds,
custody and similar trust and fiduciary activities.
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9. Unrealised gain/ (loss) on investments at fair value through statement
of income

2007 2006

KD 000’s KD 000’s

Change in fair value of trading securities 361 (1,805)
Change in fair value of investments designated as

investments at fair value through statement of income 4200 (5.835)

4,561 (7,640)

10. General and administrative expenses

General and administration expenses include the following:

2007 2006

KD 000's KD 000's

Staff costs 4,372 3,074
Depreciation 153 116

11. Finance costs

2007 2006

KD 000’s KD 000’s

Bonds 895 -
Short term borrowings 1,406 1,862
Due to banks 9 5
2,310 1,867

Interest expense on financial liabilities at amortised cost 2,310 1,867

12. Net gain or loss on financial assets

2007 2006

KD 000’s KD 000’s

Time deposits 236 154
Investments at fair value through statement of income 12,611 (8,391)
Available for sale investments 7,777 7,321
Murabaha receivables 5 12
Loans and advances 1,373 2,050
Short term financing 138 -

22,140 1,146
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13. Earnings per share attributable to equity holders of the parent company

2007 2006

KD 000’s KD 000's

Earnings per share attributable to equity holders of the
Parent Company is calculated as follows:

Profit for the year attributable to equity holders of the

Parent Company 27.017 5.346
Welgh"ced average number of shares outstanding 416,691 426,281
excluding treasury shares (thousands)

Earnings per share (fils) 65 13

14. Cash and cash equivalents

2007 2006

KD 000’s KD 000’s

Bank balances and cash 1,474 1,891
Time deposits 956 1,115
Less: Due to banks and other financial institutions (432) (12)
1,998 2,994

The Group’s time deposits yield interest at an average rate of 4.875% per annum (2006:5.000%
per annum) and mature within one month from the date of deposit.

15. Investments at fair value through statement of income

2007 2006
KD 000’s KD 000’s

Trading:
Local quoted securities and managed funds 9,266 6,119
Foreign quoted securities and managed funds 752 1,312

Designated on initial recognition:

Local quoted securities and managed funds 48,417 39,160
Foreign quoted securities and managed funds 2,129 1,339
Fixed income securities 6,414 3,912

66,978 51,842

The interest on fixed income securities range from 6.000% to 7.125% per annum (2006:5.000%
to 7.125% per annum).
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16. Accounts receivables and other assets

2007 2006

KD 000’s KD 000’s

Management fees and commission receivable 4,315 2,827

Interest receivable 736 361
Receivable from sale of available for sale

investments 4421 i

Prepayments 492 387

Others 2,247 489

12,211 4,064

17. Murabaha receivables

Murabaha receivables arise from a Murabaha transaction with the principal amount and profit
thereon being recoverable over a 5 year period from the date of the transaction and at a profit
rate of 6.4% per annum. The murabaha receivable was fully received in 2007.

18. Short term financing

Short term financing represents short term advances at an interest rate of 9% per annum (2006:
nil) (See note 32). The advance is due within two months of the balance sheet date.

19. Loans to customers

2007 2006

KD 000’s KD 000’s

Commercial loans 10,077 6,271
Margin loans 8,268 7,428
Personal loans 3,956 4,618
22,301 18,317

Provision for credit losses (1,913) (1,878)
20,388 16,439

The maturity profile of loans to customers is as follows:

Up to one month 410 2,045
Between one month and six months 2,739 3,621
Between six months and one year 16,873 11,109
Over one year 742 -
Non-performing loans 1,537 1,542

22,301 18,317
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19. Loans to customers (Cont’d)

Provision for credit losses is made in accordance with Central Bank of Kuwait requirements
including general provision (See note 3) on the balance of regular facilities for which no specific
provisions are made.

The total non-performing loans on which specific provision has been made amounted to KD
1,537 thousand (2006: KD1,542 thousand).

The interest rate on loans to customers ranges from 7.75% to 9.25% per annum (2006: 7.75%
to 9.25% per annum) for commercial loans, 7.75% to 8.75% per annum (2006:8.25% to
9.25%) for margin loans and 5.5% to 9.25% per annum (2006: 5.5% to 8.75% per annum)
for personal loans.

All loans are denominated in Kuwaiti Dinars or US Dollars. Commercial loans are fully secured by
charges over property and investments in the funds and securities held in fiduciary portfolios on
behalf of the borrowers.

20. Available for sale investments

2007

KD 000’s
Quoted securities and managed funds 51,716 43,808
Equity participations 25,113 22,896
76,829 66,704

Equity participations are acquired with the intention of capital appreciation over a medium to
long-term time frame. Equity participations amounting to KD 909 thousand (2006: KD 584
thousand) are carried at cost since their fair values could not be measured reliably.

Equity participation include investments amounting to KD 24,204 thousand (2006: KD 22,398
thousand) whose fair values are determined using valuation techniques used by fund managers
that are not based on observable market prices or rates.

21. Investment properties

2007 2006

KD 000’s KD 000's

Carrying value at 1 January 36 36
Additions - 3,904
Disposals - (3,904)
Carrying amount at 31 December 36 36

Investment properties are located outside Kuwait.

22. Property under development

During 2007, the Group acquired land in Saudi Arabia amounting to KD 3,065 thousand
(2006: nil). The objective of the Group is to sell the land after further development. The land
will be transferred to investment property on completion of development. The commitment for
development of land has been disclosed in note 36 to the consolidated financial statements.
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23. Short term borrowings

Short term borrowings represent money market borrowings from local and foreign banks. The
loans are denominated in Kuwait Dinar and US Dollar and bear an average interest rate ranging
from 5 9% to 6.5 % per annum (2006 : 4% to 8.75% per annum) and are unsecured.

At 31 December 2007, the Group had KD 33,600 thousand (2006: KD 12,600 thousand) of
undrawn committed borrowing facilities in respect of which all conditions precedent had been
met.

24. Bonds

On 5 July 2007, the Parent Company issued unsecured bonds in the principal amount of US
Dollars 100,000 thousand with an interest rate of LIBOR plus 1.1 9% payable quarterly in arrears.
The bonds are listed on the Dubai International Financial Exchange and mature on 5 July 2012.

25. Share capital

The authorised, issued and fully paid up share capital consists of 44,000 thousand shares of 100
fils each (31 December 2006: 44,000 thousand shares of 100 fils each).

26. SHARE PREMIUM

Share premium is not available for distribution.

27. Legal reserve

As required by the Kuwait Commercial Companies Law and the Parent Company’s Articles of
Association, 10% of profit for the year before KFAS, NLST, Directors’ remuneration and Zakat is
to be transferred to the legal reserve until the reserve reaches a minimum of 50% of the paid up
share capital. This reserve is not available for distribution except for payment of a dividend of 5%
of paid up share capital in years when retained earnings are not sufficient for the payment of such
dividends.

28. Voluntary reserve

In accordance with the Parent Company’s Articles of Association, 10% of profit for the year
before KFAS, NLST, Directors’ remuneration and Zakat is required to be transferred to the
voluntary reserve until the shareholders decide to discontinue the transfer on distributions from
the voluntary reserve.

29. Treasury shares

2007 2006

Number of shares (000’s) 29,351 22,621
Percentage of issued shares 6.67% 5.14%
Market value (KD 000Q’s) 10,566 5,881

Reserves of the Parent Company equivalent to the cost of treasury shares have been earmarked as
non-distributable.
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30. Fair value reserve

2007 2006

KD 000’s KD 000’s

Balance at 1 January 17,534 19,431

Net unrealised gains during the year 12,832 5,209

lmpalrment in value transferred to consolidated statement 195 137
of income

Released on disposal of available for sale investments (7,904) (7,243)

Balance at 31 December 22,657 17,534

31. Proposed dividends

Subject to the requisite consent of the relevant authorities and approval from the general
assembly, the Board of Directors propose to distribute a cash dividend of 25 fils per share and
bonus shares of 15 % to the shareholders of record as of the date of the general assembly.

During 2007, cash dividends of 10 fils per share for the year ended 31 December 2006 were
approved by the general assembly held on 10 April 2007 and were paid following that approval.

32. Related party transactions

Transactions between the Parent Company and its subsidiaries, which are related parties of the
Parent Company have been eliminated on consolidation and are not disclosed in this note. Details
of transactions between the Group and other related parties are disclosed below

Trading transactions

During the year, group entities entered into the following trading transactions with related parties

that are not members of the Group:
2007 2006

KD 000's KD 000's

Transactions included in the consolidated statement of income
a) Interest income 492 292
b) Management fees and commissions 10,207 8,195

¢) Compensation of key management personnel

Salaries and other short term benefits 356 282
Terminal benefits 59 23
415 305

Balances included in the consolidated balance sheet
Loans to related parties

2007 2006
KD 000’s KD 000's

Short term financing (See note 18) 5,207 -
Loans to directors and senior management 9,422 4,463
14,629 4,463
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33. Segmental information

The group primarily operates in one area of business activity, investment and accordingly its
primary basis for segmental reporting is by geographical segment. Information about the group’s
geographical segments is summarised as follows:

Year ended 31 December
2007 2006

Revenue Profit Revenue Profit
KD 000’s KD 000’s KD 00O’s KD 000’s

Kuwait 26,640 17,437 8,376 1,678
Gulf and Middle East 2,005 1,682 587 311
North America 5,987 5,550 2,330 1,990
Europe 2,276 2,269 787 757
Others 108 91 665 614

37,016 27,029 12,745 5,350

As at 31 December

2007 2006
Total Total Net assets Total Total Net assets
assets liabilities employed assets liabilities employed
KD 000’s KD 000’s KD 000’s KD 000’s KD 00O’s KD 000’s
Kuwait 109,149 31,429 77,720 91,347 18,736 72,611
Gulf and Middle East 21,504 24,966 (3,462) 6,890 17,327 (10,437)
North America 41,341 78 41,263 34,372 741 33,631
Europe 11,214 4 11,210 7,551 4 7,547
Others 4,510 5 4,505 2,323 5 2,318

187,718 56,482 131,236 142,483 36,813 105,670

34. Fiduciary assets

The Group manages portfolios on behalf of others, mutual funds, and maintains cash balances
and securities in fiduciary accounts, which are not reflected in the consolidated balance sheet.
Assets under management at 31 December 2007 amounted to KD 1,240,673 thousand (2006:
KD 1,182,211 thousand).

35. Employee share option plan

In 2005, the Group established an employee share option plan (“ESOP”) to reward the
performance of its employees. Under the plan, certain employees are eligible to purchase the
Parent Company'’s shares from its treasury shares and no new shares will be issued. The exercise
price is between the book value at the end of each year and average cost of treasury shares. This
plan will be in effect for a nine year period for a maximum of 10% of the paid up share capital of
the Parent Company at the date of inception of the program.

Pursuant to the plan, the directors approved to make 1,680 thousand shares available for this
purpose for the year ended 31 December 2005 which was approved by the relevant regulatory
authorities and the shareholders general assembly on 2 April 2006. The fair value of the share at
that date was 700 fils and exercise price was 500 fils. The Group recognised a total expense and
corresponding liability of KD 336 thousand in the consolidated financial statements for the year
ended 31 December 2005. No shares were granted, exercised, expired or forfeited under the
ESOP during the year ended 31 December 2007.
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36. Commitments and contingent liabilities

2007 2006

KD 000’s KD 000’s

Capital commitments

For purchase of investments 17,724 20,819
For development of land 717 -
18,441 20,819

37. Financial instruments

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria
for recognition, the basis of measurement and the basis on which income and expenses are
recognised, in respect of each class of financial asset and financial liability are disclosed in note 3
to the consolidated financial statements.

Financial risk management objectives

The Group’s risk management function provides services to the business, co-ordinates access to
domestic and international financial markets, monitors and manages the financial risks relating to
the operations of the Group through internal risk reports which analyse exposures by degree and
magnitude of risks. These risks include market risk (including currency risk and fair value interest
rate risk), credit risk, liquidity risk and cash flow interest rate risk.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest
rates and equity prices will affect the Group’s income or the value of its holdings of financial
instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters, while optimising the return.

The Group’s activities expose it primarily to the financial risks of changes in foreign currency
exchange rates and interest rates.

Price risk

The Group is exposed to the equity price risk with respect to its equity investments. Equity
investments are classified either as investments at fair value through statement of income and
available for sale investments.

To manage its price risk arising from investments in equity securities, the Group diversifies its
portfolio in accordance with the limits set by the Group.

The sensitivity analysis below has been determined based on the exposure to equity price risks at
the reporting date.

If equity price had been 10% higher / lower, the effect on the profit for the year and equity for
the year ended 31 December would have been as follows.
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37. Financial instruments (continued)

A positive number below indicates an increase in profit and other equity where the equity price
increases by 10%. For an 109% decrease in the equity price there would be an equal and opposite
impact in the profit and other equity and the balances below would be negative.

Profit for the year Equity

2007 2006 2007 2006

KD 00Os KDO0OOs KD O0OO's KD 000's

Investments at fair value through statement
of income

Available for sale investments 474 404 770 290

1,168 852 - -

Foreign currency risk management

The Group undertakes certain transactions denominated in foreign currencies. Hence, exposures
to exchange rate fluctuations arise. Exchange rate exposures are managed within approved policy
parameters utilising forward foreign exchange contracts.

The carrying amounts of the Group’s significant foreign currency denominated monetary assets
and monetary liabilities at the reporting date are as follows:

Liabilities

2007 2006 2007 2006

KD 000’s KD00O's KD 000's KD 000's

US Dollars 28,960 7,038 66,472 41,576
Euro 3 16 6,637 4,997
Sterling Pounds 2 2 817 2,582
Bahraini Dinars - - 156 725
UAE Dirhams - - 651 682
Other 397 6 448 655

Foreign currency sensitivity analysis
The Group is maintaining exposure mainly to the US Dollars.

The following table details the Group’s sensitivity to a 10% increase and decrease in the
KD against US Dollars. The sensitivity analysis includes only outstanding foreign currency
denominated monetary items and adjusts their translation at the period end for a 10% change in
foreign currency rates. The sensitivity analysis includes external loans as well as loans to foreign
operations within the Group where the denomination of the loan is in a currency other than
the currency of the lender or the borrower. A positive number below indicates an increase in
profit and other equity where the KD weakens 10% against the relevant currency. For a 10%
strengthening of the KD against the US Dollar, there would be an equal and opposite impact on
the profit and other equity, and the balances below would be negative.

+10 % Impact -10 % Impact

2007 2006 2007 2006
KD 000's KD 000's KD 000’s KD 000's

Consolidated statement of income (980) (1,061) 980 1,061
Equity (2,772) () (2,392) (i) 2,772 () 2,392 ()

()This is as a result of the changes in fair value of available for sale investments.
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37. Financial instruments (Cont’d)

Interest rate risk management

The Group is exposed to interest rate risk as it borrows funds at both fixed and floating interest
rates. The risk is managed by the Group by maintaining an appropriate mix between fixed and
floating rate borrowings.

Interest rate sensitivity analysis

The Group’s exposures to interest rates on assets and liabilities are detailed in the liquidity risk
management section of this note.

The following table illustrates the sensitivity of the profit for the year and equity to a reasonably
possible change in interest rates of + 1% and - 1 % (2006: + 1% and - 1%) with effect from
the beginning of the year. These changes are considered to be reasonably possible based on
observation of current market conditions. The calculations are based on the Group’s financial
instruments held at each balance sheet date. All other variables are held constant.

A positive number below indicates an increase in profit and negative number indicates decrease in
profit.

2007

+ 1% -1 % +1 %
KD 000's KD 000's KD 000’s

Profit for the year (119) 119 (7) 7

Credit risk management

Credit risk refers to the risk that the 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 and obtaining sufficient collateral, where appropriate, as a means
of mitigating the risk of financial loss from defaults. The Group only transacts with entities
that are rated the equivalent of investment grade and above. This information is supplied by
independent rating agencies where available and, if not available, the Group uses other publicly
available financial information and its own trading records to rate its major customers. The
Group’s exposure and the credit ratings of its counterparties are continuously monitored and the
aggregate value of transactions concluded is spread amongst approved counterparties. Credit
exposure is controlled by counterparty limits that are reviewed and approved by the management
annually.

Accounts receivables consist of a large number of customers, spread across diverse industries and
geographical areas. Ongoing credit evaluation is performed on the financial condition of accounts
receivable.

The Group does not have any significant credit risk exposure to any single counterparty or any
group of counterparties having similar characteristics. The Group defines counterparties as
having similar characteristics if they are related entities. Concentration of credit risk did not
exceed 5 % of gross monetary assets at any time during the year. The credit risk on liquid funds
is limited because the counterparties are banks with high credit-ratings assigned by international
credit-rating agencies.
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Exposure to credit risk

The carrying amount of financial assets which is net of impairment losses, recorded in the
consolidated balance sheet represents the Group’s maximum credit exposure without taking
account of the value of any collateral obtained. The maximum exposure to credit risk at the
reporting date was:

Carrying amount

2007 2006

KD 000’s KD 000’s
Bank balances and cash 1,474 1,891
Time deposits 956 1,115
Accounts receivable and other assets 12,211 4,064
Murabaha receivables - 123
Short term financing 5,207 -
Loans to customers 20,388 16,439
40,236 23,632

The maximum exposure to credit risk at the reporting date by geographic region was:

Carrying amount

2007 2006
KD 000’s KD 000’s
Kuwait 24,395 22,128
Gulf and Middle East 9,548 136
North America 6,102 1,284
Europe 158 40
Others 33 44
40,236 23,632

Credit quality of financial assets

The credit quality of financial assets that are neither past due nor impaired can be assessed by
reference to historical information about counterparty default rates. None of the financial assets
of the Group have been rated by external credit rating agencies. The Group assesses the credit
quality of financial assets using internal ratings.

Liquidity risk management

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they
fall due. The Group’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s reputation.

Ultimate responsibility for liquidity risk management rests with the board of directors, which has
built an appropriate liquidity risk management framework for the management of the Group’s
short, medium and long-term funding and liquidity management requirements. The Group
manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing
facilities, by continuously monitoring forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities. Included in note 23 is a listing of additional undrawn
facilities that the Group has at its disposal to further reduce liquidity risk.
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Liquidity and interest risk tables

The table below analyses the Group’s non-derivative financial assets and liabilities based on the
remaining period at the balance sheet to the contractual maturity date. The amounts disclosed in
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances as the impact of discounting is not significant.

Weighted average
Uptol 1-3 3-12 Over 1 o
At31December 2007 Month Months Months  year O EffeCt"r’st':temt
KD 000's KD 000’'s KD 000’s KD 000's KD 000’s %
Assets
Bank balances and cash 1,474 - - - 1,474 -
Time deposits 956 - - - 956 4.875

Investments at fair value

through statement of income i - 63517 3461 66978 6.56

Accounts receivable and other 3.789 6.420 1761 241 12211 )

assets

Short term financing - 5207 - - 5,207 9
Loans to customers 406 1,494 17,754 734 20,388 84
Available for sale investments - - - 76,829 76,829 -
Investment properties - - - 36 36 -
Property under development - - - 3,065 3,065 -
Property and equipment - - - 574 574 -

6,625 13,121 83,032 84,940 187,718

Weighted
Upto 1 1-3 3-12 Over 1 Total average
Month  Months  Months Year effective interes

rate

KD 000's KD 000's KD 000's KD O000s KD 000's %

At 31 December 2007

Liabilities

Due to banks and other

financial institutions 432 ) ) ) 432 7.5
ﬁ;ﬁﬁi{gj payable and other i 5.336 i i 5,336 )
Dividends payable - 424 - - 424 -
Short-term borrowings 18,190 - 4,800 - 22,990 5.75
Bonds - - - 27,300 27,300 6

18,622 5760 4,800 27,300 56,482

Total interest rate sensitivity
gap

Cumulative interest rate
sensitivity gap

(11,997) 7,361 78,232 57,640 131,236

(11,997) (4,636) 73,596 131,236 -
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Weighted
Upto1l 1-3 3-12 Over 1 Total average
At 31 December 2006 Month ~ Months  Months Year effective
interest rate
KD 000’s KD 000’s KD 000's KD 00Q0's KD 00Q’s )
Assets
Bank balances and cash 1,891 - - - 1,891 -
Time deposits 1,115 - - - 1,115 5
Investments at fair value
through statement of - - 47,930 3,912 51,842 6
income
Accounts receivable and ) 4,064 ) ) 4,064 )
other assets
Murabaha receivables - 41 82 - 123 6.4
Loans to customers 2,004 1,739 12,684 12 16,439 8.43

Available for sale ) ) . 66704 66.704 )

investments
Investment properties - - - 36 36 -
Property and equipment - - - 269 269 -

5,010 5844 60,696 70,933 142,483

Weighted
Upto 1 1-3 3-12 Over 1 Total average
At 31 December 2006 Month ~ Months  Months Year effective
interest rate
KD 000's KD 000’s KD 000’s KD 000's KD 000's %
Liabilities
Due to banks and other 12 - . - 12 75
financial institutions
Accgupts payable and other 3.345 ) . 3.345 )
liabilities
Dividends payable - 562 - - 562 -
Short-term borrowings 27,144 - 5,750 - 32,894 6.38
27,156 3,907 5,750 - 36,813

Total interest rate sensitivity
gap

Cumulative interest rate
sensitivity gap

(22,146) 1,937 54,946 70,933 105,670

(22,146) (20,209) 34,737 105,670 -

Fair value of financial instruments

The fair value of financial assets and financial liabilities with standard terms and conditions and
traded on the active liquid markets is determined with reference to active market prices.

The fair value of financial assets and financial liabilities (excluding derivative instruments) is determined
in accordance with generally accepted pricing models based on discounted cash flow analysis using
prices from observable current market transactions and dealer quotes for similar instruments.

As at the consolidated balance sheet date, the fair value of all of the Group’s financial assets and
financial liabilities approximate their carrying value in the consolidated balance sheet.
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Financial assets

2007 2007 2006 2006
KD 000’s KD 000’s KD 000’s KD 000’s
Fair At amortised Fair At amortised
value cost value cost
Bank balances and cash 1,474 - 1,891 -
Time deposits 956 - 1,115 -
s ar e oo - s |
Accounts receivable and other assets ) 12,211 - 4,064
Murabaha receivables - - - 123
Short term financing - 5,207 - -
Loans to customers - 20,388 - 16,439
Available for sale investments 76,829 - 66,704 -
146,237 37,806 121,552 20,626
Financial liabilities
:fr)]ztei tthl)tit;ar?Sks and other financial ) 432 . 12
Accounts payable and other liabilities - 5,336 - 3,345
Short-term borrowings - 22,990 - 32,894
Bonds - 27,300 - -
- 56,058 - 36,251

38. Capital risk management

The Group manages its capital to ensure that it will be able to continue as a going concern while
maximising the return to shareholders through the optimisation of the debt and equity balance.
The Group’s overall strategy remains unchanged from 2006.

The capital structure of the Group consists of equity attributable to equity holders of the Parent
Company, comprising issued capital, share premium, reserves and retained earnings as disclosed
in notes 25, 26, 27, 28, 29 and 30 respectively. Debt consists of the due to banks and other
financial institutions disclosed in Note 14, short term borrowings disclosed in note 23 and bonds
disclosed in note 24.

Gearing ratio

The gearing ratio at year end was as follows:

2007 2006

KD 000's KD 000’s

Debt 50,722 32,906
Less: Cash and cash equivalents 1,998 2,994
Net debt 48,724 29,912
Equity 131,170 105,616
Net debt to equity ratio 37.15% 28.32%
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