

Interim condensed consolidated financial statements and review report

National Industries Group Holding – SAK (Closed) and subsidiaries
Kuwait

30 June 2006 (Unaudited)
Contents

Page

Review report
1 
Consolidated statement of income 
2

Consolidated balance sheet
3 and 4
Consolidated statement of changes in equity 
5 and 6
Consolidated statement of cash flows 
7 and 8 
Notes to the interim condensed  consolidated financial statements
9 to
 15

Review report 

To the directors of

National Industries Group Holding – SAK 

Kuwait
We have reviewed the accompanying consolidated balance sheet of National Industries Group Holding (A Kuwaiti Shareholding Company) (“the parent company”) and Subsidiaries (“the group”) as at 30 June 2006, and the related consolidated statements of income, changes in equity and cash flows for the six-month period then ended. These interim condensed consolidated financial statements are the responsibility of the parent company’s management. Our responsibility is to issue a report on these interim condensed consolidated financial statements based on our review.

We conducted our review in accordance with the International Standard on Review Engagements 2400. This Standard requires that we plan and perform the review to obtain moderate assurance as to whether the interim condensed consolidated financial statements are free of material misstatement. A review is limited primarily to inquiries of the parent company personnel and analytical procedures applied to financial data and thus provides less assurance than an audit. We have not performed an audit and, accordingly, we do not express an audit opinion.

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim condensed consolidated financial statements are not presented fairly, in all material respects, in accordance with International Accounting Standard 34.

Furthermore, based on our review the interim condensed consolidated financial statements are in agreement with the accounting records. We further report that, to the best of our knowledge and belief, no violations of the Commercial Companies Law of 1960, as amended, nor of the articles of association of the parent company have occurred during the six months ended 30 June 2006 that might have had a material effect on the business of the group or on its financial position.

Abdullatif M. Al-Aiban (CPA)
Abdullatif A.H. Al-Majid

(Licence No. 94-A)
(Licence No. 70-A)

of Grant Thornton – Anwar Al-Qatami & Co.
of  Allied Accountants

Kuwait
6 August 2006

Consolidated statement of income

	
	
	Three months ended 
	
	Six months ended 

	
	Note
	30 June 
2006
(Unaudited)
	
	30 June

 2005
(Unaudited)
	
	30 June 
2006
(Unaudited)
	
	30 June

 2005
(Unaudited)

	
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	
	

	Sales
	
	27,400
	
	28,557
	
	46,933
	
	56,658

	Cost of sales
	
	(21,525)
	
	(22,572)
	
	(36,935)
	
	(45,259)

	Gross profit
	
	5,875
	
	5,985
	
	9,998
	
	11,399

	Income from investments
	3
	15,172
	
	35,601
	
	17,810
	
	80,392

	Share of profits of associates and joint ventures
	
	424
	
	3,937
	
	3,664
	
	5,324

	Other operating income
	
	1,835
	
	72
	
	1,996
	
	80

	Distribution costs
	
	(1,557)
	
	(1,585)
	
	(2,576)
	
	(3,245)

	General, administrative and other expenses
	
	(4,189)
	
	(4,264)
	
	(8,529)
	
	(9,333)

	Profit from operations
	
	17,560
	
	39,746
	
	22,363
	
	84,617

	Finance costs
	
	(7,309)
	
	(3,876)
	
	(13,383)
	
	(7,087)

	Impairment in value of property, plant and equipment
	
	-
	
	(1,423)
	
	-
	
	(1,423)

	Impairment in value of goodwill
	
	-
	
	(2,044)
	
	-
	
	(2,462)

	Net profit/(loss) on partial disposal of subsidiaries
	4
	38,953
	
	(1,379)
	
	69,179
	
	(1,379)

	Profit on partial disposal of associates
	
	-
	
	-
	
	559
	
	-

	Profit/(loss) on foreign exchange
	
	1,950
	
	(679)
	
	2,085
	
	(925)

	Reorganisation, redundancy and other costs
	
	-
	
	(742)
	
	-
	
	(1,027)

	Profit for the period
	
	51,154
	
	29,603
	
	80,803
	
	70,314

	Taxation 
	
	(192)
	
	(216)
	
	(265)
	
	(440)

	Provision for contribution to Kuwait Foundation for the Advancement of Sciences
	
	(679)
	
	(326)
	
	(1,127)
	
	(712)

	Provision for Directors’ remuneration
	
	(50)
	
	(30)
	
	(100)
	
	(60)

	Provision for National Labour Support Tax
	
	(1,583)
	
	(516)
	
	(3,207)
	
	(1,187)

	Net profit for the period
	
	48,650
	
	28,515
	
	76,104
	
	67,915

	
	
	
	
	
	
	
	
	

	Attributable to :
	
	
	
	
	
	
	
	

	Shareholders of the parent
	
	46,024
	
	25,237
	
	74,584
	
	61,755

	Minority interest
	
	2,626
	
	3,278
	
	1,520
	
	6,160

	
	
	48,650
	
	28,515
	
	76,104
	
	67,915

	
	
	
	
	
	
	
	
	

	Earnings per share attributable to the shareholders of the parent
	5
	53 Fils
	
	31 Fils
	
	90 Fils
	
	76 Fils


The notes set out on pages 9 to 15 form an integral part of these interim condensed consolidated financial statements.
Consolidated balance sheet 

	
	Note
	
	30 June 2006
(Unaudited)
	
	  31 Dec. 2005
(Audited)
	
	30 June 2005
(Unaudited)

	
	
	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	

	Assets
	
	
	
	
	
	
	

	Non-current assets
	
	
	
	
	
	
	

	Goodwill
	6
	
	14,253
	
	9,776
	
	20,858

	Property, plant and equipment
	
	
	29,593
	
	26,406
	
	28,562

	Investment in associates
	7
	
	112,795
	
	120,911
	
	78,743

	Investment in joint ventures
	
	
	266
	
	253
	
	232

	Investment properties
	
	
	2,389
	
	2,267
	
	2,369

	Available for sale investments
	8
	
	347,508
	
	368,451
	
	186,440

	Deferred tax
	
	
	-
	
	-
	
	1,045

	Total non-current assets
	
	
	506,804
	
	528,064
	
	318,249

	
	
	
	
	
	
	
	

	Current assets
	
	
	
	
	
	
	

	Inventories 
	
	
	22,241
	
	23,730
	
	23,949

	Accounts receivable and other assets
	
	
	78,676
	
	126,720
	
	30,792

	Investments at fair value through statement of income
	9
	
	452,859
	
	386,741
	
	306,953

	Wakala investments
	10
	
	45,000
	
	-
	
	2,802

	Short-term deposits
	
	
	125,006
	
	34,993
	
	19,862

	Bank balances and cash
	
	
	12,764
	
	8,712
	
	6,329

	Total current assets
	
	
	736,546
	
	580,896
	
	390,687

	Total assets
	
	
	1,243,350
	
	1,108,960
	
	708,936

	
	
	
	
	
	
	
	

	Equity and liabilities
	
	
	
	
	
	
	

	Equity attributable to shareholders of the parent company
	
	
	
	
	
	
	

	Share capital 
	11
	
	107,033
	
	74,674
	
	74,674

	Treasury shares
	
	
	(54,442)
	
	(16,800)
	
	(5,249)

	Reserves
	13
	
	237,485
	
	115,639
	
	93,185

	Cumulative changes in fair value
	
	
	144,506
	
	202,342
	
	60,924

	Retained earnings
	
	
	226,027
	
	247,777
	
	141,152

	
	
	
	660,609
	
	623,632
	
	364,686

	Minority interest
	
	
	102,809
	
	49,878
	
	31,666

	Total equity
	
	
	763,418
	
	673,510
	
	396,352

	
	
	
	
	
	
	
	


Consolidated balance sheet (Continued)

	
	
	
	30 June 2006

(Unaudited)
	
	  31 Dec. 2005

(Audited)
	
	30 June 2005
(Unaudited)

	
	
	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	
	
	

	Bonds payable
	
	
	17,378
	
	17,527
	
	52,523

	Long-term borrowings
	
	
	32,760
	
	98,141
	
	43,001

	Leasing creditors
	
	
	155
	
	1,028
	
	1,683

	Deferred tax
	
	
	802
	
	761
	
	-

	Provisions
	
	
	12,393
	
	11,533
	
	8,159

	Total non-current liabilities
	
	
	63,488
	
	128,990
	
	105,366

	
	
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	
	

	Accounts payable and other liabilities
	
	
	56,693
	
	42,249
	
	32,024

	Bonds payable
	
	
	35,000
	
	35,000
	
	-

	Short-term borrowings
	
	
	306,336
	
	212,084
	
	158,413

	Due to banks
	
	
	18,415
	
	17,127
	
	16,781

	Total current liabilities
	
	
	416,444
	
	306,460
	
	207,218

	Total equity and liabilities
	
	
	1,243,350
	
	1,108,960
	
	708,936


The notes set out on pages 9 to 15 form an integral part of these interim condensed consolidated financial statements.

Consolidated statement of changes in equity

	
	Equity attributable to shareholders of the parent company
	
	
	
	

	

	Share 

capital
	
	Treasury shares
	
	Staff 

bonus shares
	
	Reserves

 (Note 13)
	
	Cumulative changes in

fair value
	
	Retained earnings
	
	Sub-
Total
	
	Minority interest 
	
	Total

	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2006
	74,674
	
	(16,800)
	
	-
	
	115,639
	
	202,342
	
	247,777
	
	623,632
	
	49,878
	
	673,510

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Changes in fair value of available for sale investments
	-
	
	-
	
	-
	
	-
	
	(47,676)
	
	-
	
	(47,676)
	
	(3,604)
	
	(51,280)

	Share of fair value adjustment in associates
	-
	
	-
	
	-
	
	-
	
	5,760
	
	(2,583)
	
	3,177
	
	-
	
	3,177

	Realised on sale of available for sale investments
	-
	
	-
	
	-
	
	-
	
	(14,830)
	
	-
	
	(14,830)
	
	(5,758)
	
	(20,588)

	Realised on partial disposal of associates
	-
	
	-
	
	-
	
	-
	
	(141)
	
	-
	
	(141)
	
	-
	
	(141)

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(4)
	
	-
	
	4
	
	-
	
	-
	
	-

	Currency translation differences
	-
	
	-
	
	-
	
	(474)
	
	-
	
	-
	
	(474)
	
	6
	
	(468)

	Donations for the year 2005 (Note 15b)
	-
	
	-
	
	-
	
	-
	
	-
	
	(5,000)
	
	(5,000)
	
	-
	
	(5,000)

	Net expense recognised directly in equity
	-
	
	-
	
	-
	
	(478)
	
	(56,887)
	
	(7,579)
	
	(64,944)
	
	(9,356)
	
	(74,300)

	Net profit for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	74,584
	
	74,584
	
	1,520
	
	76,104

	Total recognised income/(expense) for the period
	-
	
	-
	
	-
	
	(478)
	
	(56,887)
	
	67,005
	
	9,640
	
	(7,836)
	
	1,804

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Issue of bonus shares (Note 15a)
	7,467
	
	-
	
	-
	
	-
	
	-
	
	(7,467)
	
	-
	
	-
	
	-

	Distributing shares of subsidiary (Note 15a)
	-
	
	-
	
	-
	
	-
	
	-
	
	(39,577)
	
	(39,577)
	
	-
	
	(39,577)

	Cash dividend to shareholders of the parent company (Note 15a)
	-
	
	-
	
	-
	
	-
	
	-
	
	(43,472)
	
	(43,472)
	
	-
	
	(43,472)

	Issue of shares (Note 11)
	24,892
	
	-
	
	-
	
	124,457
	
	-
	
	-
	
	149,349
	
	-
	
	149,349

	Purchase/acquisition of treasury shares
	-
	
	(38,701)
	
	-
	
	-
	
	-
	
	-
	
	(38,701)
	
	-
	
	(38,701)

	Transfer on partial disposal of subsidiaries
	-
	
	-
	
	-
	
	(2,071)
	
	(949)
	
	2,071
	
	(949)
	
	50,836
	
	49,887

	Issue of staff bonus shares by utilizing treasury shares
	-
	
	1,059
	
	-
	
	-
	
	-
	
	-
	
	1,059
	
	-
	
	1,059

	Loss on issue of staff bonus shares
	-
	
	-
	
	-
	
	(62)
	
	-
	
	-
	
	(62)
	
	-
	
	(62)

	Dividend paid to minority by the subsidiary
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	(1,683)
	
	(1,683)

	Investment made by minority shareholders
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	11,724
	
	11,724

	Share issue expenses incurred by subsidiary on increase of capital
	-
	
	-
	
	-
	
	-
	
	-
	
	(310)
	
	(310)
	
	(110)
	
	(420)

	
	32,359
	
	(37,642)
	
	-
	
	122,324
	
	(949)
	
	(88,755)
	
	27,337
	
	60,767
	
	88,104

	Balance at 30 June 2006
	107,033
	
	(54,442)
	
	-
	
	237,485
	
	144,506
	
	226,027
	
	660,609
	
	102,809
	
	763,418


Consolidated statement of changes in equity (continued)

	
	Equity attributable to shareholders of the parent company
	
	
	
	

	

	Share 

capital
	
	Treasury shares
	
	Staff 

bonus shares
	
	Reserves

 (Note 13)
	
	Cumulative changes in

fair value
	
	Retained earnings
	
	Sub-

Total
	
	Minority interest 
	
	Total

	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2005 as previously reported
	70,618
	
	(1,075)
	
	500
	
	93,078
	
	12,452
	
	116,239
	
	291,812
	
	23,985
	
	315,797

	Adjustment arising from application of revised IAS 39
	-
	
	-
	
	-
	
	-
	
	12,481
	
	(12,481)
	
	-
	
	-
	
	-

	Balance at 1 January 2005 as restated
	70,618
	
	(1,075)
	
	500
	
	93,078
	
	24,933
	
	103,758
	
	291,812
	
	23,985
	
	315,797

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Changes in fair value of available for sale investments
	-
	
	-
	
	-
	
	-
	
	32,906
	
	-
	
	32,906
	
	2,955
	
	35,861

	Share of fair value adjustment in associates
	-
	
	-
	
	-
	
	-
	
	2,252
	
	-
	
	2,252
	
	-
	
	2,252

	Impairment in value of available for sale investments
	-
	
	-
	
	-
	
	-
	
	999
	
	-
	
	999
	
	-
	
	999

	Realised on sale of available for sale investments
	-
	
	-
	
	-
	
	-
	
	(166)
	
	-
	
	(166)
	
	-
	
	(166)

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(5)
	
	-
	
	5
	
	-
	
	-
	
	-

	Currency translation differences
	-
	
	-
	
	-
	
	(1,713)
	
	-
	
	-
	
	(1,713)
	
	(7)
	
	(1,720)

	Net income/(expense) recognised directly in equity
	-
	
	-
	
	-
	
	(1,718)
	
	35,991
	
	5
	
	34,278
	
	2,948
	
	37,226

	Net profit for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	61,755
	
	61,755
	
	6,160
	
	67,915

	Total recognised income/(expense) for the period
	-
	
	-
	
	-
	
	(1,718)
	
	35,991
	
	61,760
	
	96,033
	
	9,108
	
	105,141

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer to retained earnings on adoption of IFRS : 2 
	-
	
	-
	
	(500)
	
	-
	
	-
	
	500
	
	-
	
	-
	
	-

	Issue of bonus shares
	3,556
	
	-
	
	-
	
	-
	
	-
	
	(3,556)
	
	-
	
	-
	
	-

	Cash dividend to shareholders of the parent company
	-
	
	-
	
	-
	
	-
	
	-
	
	(21,310)
	
	(21,310)
	
	-
	
	(21,310)

	Purchase of treasury shares
	-
	
	(4,174)
	
	-
	
	-
	
	-
	
	-
	
	(4,174)
	
	-
	
	(4,174)

	Issue of staff bonus shares 
	500
	
	-
	
	-
	
	1,825
	
	-
	
	-
	
	2,325
	
	-
	
	2,325

	Dividend paid to minority by the subsidiary
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	(1,427)
	
	(1,427)

	
	4,056
	
	(4,174)
	
	(500)
	
	1,825
	
	-
	
	(24,366)
	
	(23,159)
	
	(1,427)
	
	(24,586)

	Balance at 30 June 2005
	74,674
	
	(5,249)
	
	-
	
	93,185
	
	60,924
	
	141,152
	
	364,686
	
	31,666
	
	396,352


The notes set out on pages 9 to 15 form an integral part of these interim condensed consolidated financial statements.

Consolidated statement of cash flows

	
	
	
	Six months ended 30 June 2006
(Unaudited)
	
	Six months ended 30

 June 2005
(Unaudited)

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	OPERATING ACTIVITIES
	
	
	
	
	

	Profit for the period
	
	
	80,803
	
	70,314

	Adjustments for :
	
	
	
	
	

	Depreciation of property, plant and equipment
	
	
	1,823
	
	2,439

	Impairment in value of property, plant and equipment 
	
	
	-
	
	1,423

	Impairment in value of goodwill
	
	
	-
	
	2,462

	Loss on sale of property, plant and equipment
	
	
	-
	
	4

	Share of profits of associates and joint ventures
	
	
	(3,664)
	
	(5,324)

	Dividend income from available for sale investments
	
	
	(4,447)
	
	(2,532)

	Impairment in value of available for sale investments
	
	
	-
	
	999

	Profit on sale of available for sale investments
	
	
	(21,336)
	
	(961)

	Net (profit)/loss on partial disposal of subsidiaries
	
	
	(69,179)
	
	1,379

	Profit on partial disposal of associates
	
	
	(559)
	
	-

	Reorganisation, redundancy and other costs
	
	
	-
	
	1,027

	Cost of share based payment
	
	
	-
	
	2,325

	Net provisions charged/(released)
	
	
	860
	
	(312)

	Finance costs
	
	
	13,383
	
	7,087

	Interest income
	
	
	(2,530)
	
	(230)

	Operating (loss)/profit before changes in operating assets and liabilities
	
	
	(4,846)
	
	80,100

	
	
	
	
	
	

	Changes in operating assets and liabilities:
	
	
	
	
	

	Inventories 
	
	
	1,489
	
	2,784

	Accounts receivable and other assets
	
	
	67,640
	
	(246)

	Investments at fair value through statement of income
	
	
	(56,682)
	
	(79,253)

	Accounts payable and other liabilities
	
	
	4,867
	
	(2,027)

	Cash from operations
	
	
	12,468
	
	1,358

	Payment of reorganisation, redundancy, and other costs
	
	
	-
	
	(353)

	Taxation paid
	
	
	(84)
	
	(177)

	KFAS contribution paid
	
	
	-
	
	(771)

	Directors remunerations paid
	
	
	(200)
	
	(120)

	National Labour Support Tax paid
	
	
	-
	
	(1,705)

	Net cash from/(used in) operating activities
	
	
	12,184
	
	(1,768)


Consolidated statement of cash flows (continued)

	
	Note
	
	Six months ended 30 June 2006

(Unaudited)
	
	Six months ended 30

 June 2005
(Unaudited)

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	INVESTING ACTIVITIES
	
	
	
	
	

	Purchase of property, plant and equipment
	
	
	(1,652)
	
	(1,999)

	Proceeds from sale of property, plant and equipment
	
	
	-
	
	11

	Net cash outflow on acquisition of subsidiary
	
	
	(4,500)
	
	-

	Net cash inflow on partial disposal of subsidiaries
	
	
	63,391
	
	547

	Investment in associated companies
	
	
	(2,237)
	
	(12,230)

	Proceeds from partial disposal of associates
	
	
	914
	
	-

	Dividend received from associates
	
	
	5,225
	
	3,692

	Purchase of available for sale investments
	
	
	(75,488)
	
	(35,005)

	Proceeds from sale of available for sale investments
	
	
	43,861
	
	6,966

	Increase in wakala investments maturing after three months
	
	
	(33,000)
	
	-

	Increase in short term deposits maturing after three months
	
	
	(60,012)
	
	-

	Dividend income received from available for sale investments
	
	
	3,278
	
	2,532

	Interest income received
	
	
	2,227
	
	230

	Net cash used in investing activities
	
	
	(57,993)
	
	(35,256)

	
	
	
	
	
	

	FINANCING ACTIVITIES
	
	
	
	
	

	Proceeds from issue of shares
	
	
	141,412
	
	-

	Finance lease payments
	
	
	(1,458)
	
	(403)

	Net (decrease)/increase in long-term borrowings
	
	
	(25,313)
	
	(2,592)

	Net  increase/(decrease) in short-term borrowings
	
	
	54,184
	
	75,423

	Dividend paid to shareholders of the parent
	
	
	(42,542)
	
	(20,636)

	Finance costs paid
	
	
	(14,337)
	
	(6,703)

	Purchase of treasury shares
	
	
	(30,844)
	
	(4,174)

	Proceeds from sale of treasury shares
	
	
	-
	
	-

	Increase/(decrease) in minority interest
	
	
	9,430
	
	(1,427)

	Net cash from financing activities
	
	
	90,532
	
	39,488

	Net (decrease)/increase in cash and cash equivalents
	
	
	44,723
	
	2,464

	Translation difference
	
	
	42
	
	26

	
	
	
	44,765
	
	2,490

	Cash and cash equivalents at beginning of the period
	
	
	26,578
	
	6,920

	Cash and cash equivalents at end of the period
	12
	
	71,343
	
	9,410


The notes set out on pages 9 to 15 form an integral part of these interim condensed consolidated financial statements.

Notes to the interim condensed consolidated 

financial statements

30 June 2006 
1 Incorporation and Activities

National Industries Group Holding – SAK (‘the parent company’) was incorporated in 1961 as a Kuwaiti shareholding company in accordance with the Commercial Companies Law in the State of Kuwait and in April 2003, its status was transformed to a ‘Holding Company’.  The parent company’s shares are traded on the Kuwait Stock Exchange.

The main objectives of the parent company are as follows:

	-
	Owning stocks and shares in Kuwaiti or non-Kuwaiti shareholding companies and shares in Kuwaiti or non-Kuwaiti limited liability companies and participating in the establishment of, lending to and managing of these companies and acting as a guarantor for these companies.

	-
	Lending money to companies in which it owns 20% or more of the capital of the borrowing company, along with acting as guarantor on behalf of these companies.

	-
	Owning industrial equities such as patents, industrial trade marks, royalties, or any other related rights, and franchising them to other companies or using them within or outside the State of Kuwait.

	-
	Owning real estate and moveable property to conduct its operations within the limits as stipulated by law.

	-
	Employing excess funds available with the company by investing them in investment and real estate portfolios managed by specialised companies.


The address of the parent company’s registered office is PO Box 417, Safat 13005, State of Kuwait.

The board of directors of the parent company approved these interim condensed consolidated financial statements for issue on 6 August 2006.      

2 Significant accounting policies

Basis of presentation

	a.
	These interim condensed consolidated financial statements of the group have been prepared in accordance with International Accounting Standard 34, Interim Financial Reporting. The accounting policies used in the preparation of the interim condensed consolidated financial statements are consistent with those used in the preparation of the annual financial statements for the year ended 31 December 2005. 

	
	

	
	Operating results for the period are not necessarily indicative of the results that may be expected for the year ending 31 December 2006.

	
	


2
Significant accounting policies (continued)

Basis of presentation (continued)

	b.
	During the period the group decided to change the annual accounting period of the foreign subsidiaries for the purpose of consolidation to 30 November 2006 whereas in the previous year it was 31 December 2005.  Consequently, during the period the group has consolidated the foreign subsidiaries for the five months ended 31 May 2006 whereas in the comparative information these subsidiaries have been consolidated for the six month period ended 30 June 2005.

	
	

	
	Necessary adjustments are made for the effects of significant transactions or other events that occur between the reporting date of the subsidiaries and 30 June 2006, the reporting date of the parent company.


3 Income from investments

	
	Three months ended
	
	Six months ended

	
	30 June 
2006
(Unaudited)
	
	30 June

 2005
(Unaudited)
	
	30 June 
2006
(Unaudited)
	
	30 June

 2005
(Unaudited)

	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000

	Dividend income:
	
	
	
	
	
	
	

	- From investments at fair value through statement of income
	3,463
	
	1,797
	
	9,645
	
	6,190

	- From available for sale investments
	3,791
	
	1,672
	
	4,447
	
	2,532

	Profit on sale of available for sale investments
	934
	
	525
	
	21,336
	
	961

	Impairment in value of available for sale investments
	-
	
	(999)
	
	-
	
	(999)

	Income/(loss) from investments at fair value through statement of income
	5,295
	
	32,523
	
	(20,254)
	
	71,478

	Interest and other income
	1,689
	
	83
	
	2,636
	
	230

	
	15,172
	
	35,601
	
	17,810
	
	80,392


4 Net profit on partial disposal of subsidiaries 

The significant disposals during the period were as follows:

	a.
	The parent company sold 28%, out of its 100% owned subsidiary Ikarus Industrial Petroleum Company SAK (Closed), for a consideration of KD 63,391 thousand resulting in a profit of KD33,832 thousand.  

	
	

	b.
	The parent company sold 8.9%, out of its 80% owned subsidiary Denham Investment Ltd. for a consideration of KD17,487 thousand resulting in a profit of KD14,264 thousand. The consideration is due on 30 November 2006 and the amount has been included under “accounts receivable and other assets” at 30 June 2006.

	
	

	c.
	During the three-months ended 30 June 2006 the parent company realised a profit of KD21,083 thousand on distribution of shares of the subsidiary National Industries Company for Building Materials – SAK (Closed), which represents the difference between the carrying value amounting to KD18,494 thousand and the fair value amounting to KD39,577 thousand of the distributed shares. Further this distribution has diluted the group’s holding in the subsidiary from 74% to 51%.


5 Earnings per share attributable to the shareholders of the parent
Earnings per share is calculated by dividing the net profit for the period attributable to the shareholders of the parent by the weighted average number of shares outstanding during the period as follows:

	
	Three months ended
	
	Six months ended

	
	30 June 
2006

(Unaudited)
	
	30 June

 2005
(Unaudited)
	
	30 June 
2006

(Unaudited)
	
	30 June

 2005
(Unaudited)

	
	
	
	
	
	
	
	

	Net profit for the period attributable to the shareholders of the parent (KD '000)
	46,024
	
	25,237
	
	74,584
	
	61,755

	Weighted average number of shares outstanding during the period (excluding treasury shares)
	863,287,436
	
	810,283,827
	
	830,446,369
	
	812,921,262

	Earnings per share
	53 Fils
	
	31 Fils
	
	90 Fils
	
	76 Fils


The weighted average number of ordinary shares outstanding during the period ended 30 June 2005 has been restated due to the issue of bonus shares during the current period.
6 Goodwill

During the current period the parent company acquired 100% of the share capital of Gas & Oil Fields Service Co., Kuwait – WLL, a company engaged in maintance of oil and gas field plants and related activities for a purchase consideration of KD 4,500 thousand which resulted in a goodwill of KD3,949 thousand.
7 Investment in associates

During the period, the group reclassified its 16% holding in its associated company Mabanee Company SAK (Closed) with a carrying value of KD9,436 thousand to “investment at fair value through statement of income” since the group ceased to have significant influence over the investee company. 

8 Available for sale investments 

	
	30 June

 2006
(Unaudited)
	
	31 Dec.

2005
(Audited)
	
	30 June

 2005
(Unaudited)

	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	Managed funds
	63,600
	
	54,042
	
	46,180

	Unquoted equity participations
	183,094
	
	148,861
	
	68,286

	Quoted shares
	100,814
	
	165,548
	
	71,974

	
	347,508
	
	368,451
	
	186,440


9 Investments at fair value through statement of income

	
	30 June

 2006
(Unaudited)
	
	31 Dec.

2005
(Audited)
	
	30 June

 2005
(Unaudited)

	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	Held for trading :
	
	
	
	
	

	Quoted shares
	223,900
	
	185,412
	
	121,047

	
	
	
	
	
	

	Designated on initial recognition :
	
	
	
	
	

	Local funds 
	188,829
	
	177,105
	
	160,970

	International managed portfolios and funds
	40,130
	
	24,224
	
	24,936

	
	228,959
	
	201,329
	
	185,906

	
	452,859
	
	386,741
	
	306,953


10 Wakala investments

The balance as of 30 June 2006 represents investments in short term wakala contracts, where the profit rate attributable to these contracts range from 7% to 8% per annum.
11 Share capital

Following approval at the extraordinary general assembly held on 14 November 2005, during the period the parent company increased the share capital to KD99,566 thousand by the issuance of 248,913,736 shares at a nominal value of 100 fils per share and a premium of 500 fils per share.
Following approval of the ordinary general assembly held on 24 April 2006, the parent company issued 74,674,120 bonus shares amounting to KD7,467 thousand.
As of 30 June 2006 the share capital of the parent company was made up of 1,070,329,064 shares of 100 fils each.
12 Cash and cash equivalents

	
	
	
	30 June

 2006

(Unaudited)
	
	30 June

 2005

(Unaudited)

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	Wakala investments – maturing within three months
	
	
	12,000
	
	-

	Short-term deposits – maturing within three months
	
	
	64,994
	
	19,862

	Bank balances and cash
	
	
	12,764
	
	6,329

	Due to banks
	
	
	(18,415)
	
	(16,781)

	
	
	
	71,343
	
	9,410


13 Reserves

	
	Share premium
	
	Statutory reserve
	
	General reserve
	
	Revaluation reserve
	
	Gain on Sale 

 of treasury 

shares reserve
	
	Foreign currency translation reserve
	
	Total

	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2006
	28,234
	
	61,270
	
	25,159
	
	322
	
	236
	
	418
	
	115,639

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(4)
	
	-
	
	-
	
	(4)

	Currency translation differences
	-
	
	-
	
	-
	
	17
	
	-
	
	(491)
	
	(474)

	Issue of shares
	124,457
	
	-
	
	-
	
	-
	
	-
	
	-
	
	124,457

	Transfer on partial disposal of subsidiaries
	-
	
	(1,329)
	
	(742)
	
	-
	
	-
	
	-
	
	(2,071)

	Loss on issue of staff bonus shares
	-
	
	-
	
	-
	
	-
	
	(62)
	
	-
	
	(62)

	Balances at 30 June 2006
	152,691
	
	59,941
	
	24,417
	
	335
	
	174
	
	(73)
	
	237,485

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2005
	26,409
	
	41,099
	
	23,460
	
	375
	
	-
	
	1,735
	
	93,078

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(5)
	
	-
	
	-
	
	(5)

	Currency translation differences
	-
	
	-
	
	-
	
	(28)
	
	-
	
	(1,685)
	
	(1,713)

	Issue of staff bonus shares 
	1,825
	
	-
	
	-
	
	-
	
	-
	
	-
	
	1,825

	Balances at 30 June 2005
	28,234
	
	41,099
	
	23,460
	
	342
	
	-
	
	50
	
	93,185


14 Segmental analysis

The group’s primary format for reporting segment information is business segments and the group primarily operates in three business segments: investment, building materials and specialist engineering. The segment information are as follows:
	
	Investment
	
	Building materials
	
	Specialist engineering
	
	Total

	
	30 June 2006
	
	30 June 2005
	
	30 June 2006
	
	30 June 2005
	
	30 June 2006
	
	30 June 2005
	
	30 June 2006
	
	30 June 2005

	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000
	
	KD '000

	Three months ended
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue
	15,596
	
	39,538
	
	7,810
	
	8,643
	
	19,044
	
	19,440
	
	42,450
	
	67,621

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Less:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income from investments
	
	
	
	
	
	
	
	
	
	
	
	
	(15,172)
	
	(35,601)

	Share of profits of associates and joint ventures
	
	
	
	
	
	
	
	
	
	
	
	
	(424)
	
	(3,937)

	Unallocated sales
	
	
	
	
	
	
	
	
	
	
	
	
	546
	
	474

	Sales, per consolidated statement of income
	
	
	
	
	
	
	
	
	
	
	
	
	27,400
	
	28,557

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment profit/(loss)
	53,798
	
	37,912
	
	2,444
	
	2,885
	
	321
	
	(6,108)
	
	56,563
	
	34,689

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Less:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Finance costs
	
	
	
	
	
	
	
	
	
	
	
	
	(7,309)
	
	(3,876)

	Unallocated income/(expenses)
	
	
	
	
	
	
	
	
	
	
	
	
	1,900
	
	(1,210)

	Profit for the period, per consolidated statement of income
	
	
	
	
	
	
	
	
	
	
	
	
	51,154
	
	29,603

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Six months ended
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue
	21,474
	
	85,716
	
	15,248
	
	15,772
	
	30,598
	
	40,029
	
	67,320
	
	141,517

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Less:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income from investments
	
	
	
	
	
	
	
	
	
	
	
	
	(17,810)
	
	(80,392)

	Share of profits of associates and joint ventures
	
	
	
	
	
	
	
	
	
	
	
	
	(3,664)
	
	(5,324)

	Unallocated sales
	
	
	
	
	
	
	
	
	
	
	
	
	1,087
	
	857

	Sales, per consolidated statement of income
	
	
	
	
	
	
	
	
	
	
	
	
	46,933
	
	56,658

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment profit/(loss)
	87,689
	
	81,159
	
	4,102
	
	4,693
	
	394
	
	(7,415)
	
	92,185
	
	78,437

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Finance costs
	
	
	
	
	
	
	
	
	
	
	
	
	(13,383)
	
	(7,087)

	Unallocated income/(expenses)
	
	
	
	
	
	
	
	
	
	
	
	
	2,001
	
	(1,036)

	Profit for the period, per consolidated statement of income
	
	
	
	
	
	
	
	
	
	
	
	
	80,803
	
	70,314


15 Proposed dividends and donations
	a
	
	The following distributions for the year ended 31 December 2005 to the shareholders of record on the date of the general assembly, were approved at the general assembly held on 24 April 2006 and were subsequently distributed.

	
	
	

	
	-
	cash dividend of 60 Fils per share amounting to KD43,472 thousand;

	
	
	

	
	-
	 bonus shares of 10% of paid-up share capital amounting to KD7,467 thousand;

	
	
	

	
	-
	one share of the subsidiary, National Industries Company for Building Materials – SAK (Closed) for every 10 shares held in the parent company. 

	
	
	

	b
	
	Further the shareholders, at the general assembly held on 24 April 2006, approved an amount of KD5,000 thousand to be distributed as donations from the profit for the year ended 31 December 2005.


16 Related party transactions

Related party transactions are entered on terms approved by the group’s management. Significant related party transactions and balances included in the consolidated financial statements are as follows:

	
	Six months ended 30 June 2006

(Unaudited)
	
	Six months ended 30 

June 2005

(Unaudited)

	
	KD '000
	
	KD '000

	Balance sheet
	
	
	

	Due from associates and joint ventures 
	19,674
	
	1,171

	Due from Key management personnel
	350
	
	303

	
	
	
	

	Income statement
	
	
	

	Profit on partial disposal of subsidiaries
	2,904
	
	-

	
	
	
	

	Purchase of raw materials
	3,943
	
	3,492

	
	
	
	

	Compensation of key management personnel of the group
	
	
	

	Short term employee benefits
	937
	
	1,381

	End of service benefits
	414
	
	301


17 Contingent liabilities

There have been no significant changes in the contingent liabilities subsequent to 31 December 2005.

18 Fiduciary assets

One of the subsidiaries of the group manages portfolios on behalf of related and third parties, and maintains securities in fiduciary accounts which are not reflected in the group's balance sheet. Assets under management at 30 June 2006 amounted to KD14,436 thousand (31 December 2005: KD7,745 thousand and 30 June 2005: Nil) of which assets managed on behalf of related parties amounted to KD2,154 thousand (31 December 2005: KD1,544 thousand and 30 June 2005: Nil).

19 Capital commitments

At the balance sheet date the group had commitments for the purchase of investments and the acquisition of property, plant and equipment totalling KD36,744 thousand (31 December 2005 : KD16,966 thousand and 30 June 2005 : KD10,768  thousand).










