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Report on Review of Interim Financial Statements

To the Sharcholders of

Gulfa Mineral Water & Processing Industries Co. (PLC)
Ajman,

United Arab Emirates

We have reviewed the accompanying interim balance sheet of Gulfa Mineral Water & Processing
Industries Co. (PLC) - Public Shareholding Company registered in Ajman (the “Company™)
as of June 30, 2007 and the related interim stalements of income, changes in shareholders® equity
and cash flows for the six-month period then ended. and a summary of significant accounting
policies and other explanatory notes. Management is responsible for the preparation and fair
presentation of these interim financial statements. Our responsibility is to issue a report on these
interim financial statements based on our review.

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity.™ A
review of interim financial information consists of making inquiries. primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audil. 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 financial statements of Gulfa Mineral Water & Processing Industries Co.
(PLC) are not presented fairly, in all material respects the financial position of the Company as at
June 30, 2007, and of its financial performance and its cash flows for the six-month period then
ended in accordance with International Financial Reporting Standards.

MAZA'RIS%'-L Chartered Accountants — (Biwr)
Date : Ajman, July 29, 2007
By . : Samir N. Bitar — F.C.A.

1
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GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)

INTERIM BALANCE SHEET

CURRENT ASSETS
Cash and cash equivalents

[2.c] & [3]

2,187 746

JUNE 30,2007
- June December
30, 2007 31, 2006
Note AED AED
e {Reviewed) {Audited)
ASSETS

10,846,968

Trade receivable - net [2.e] & [4] 9269 990 7,353,083
[ventories - net [2.6] & [5] 5,809 893 3,726,393
Other current assets [6] BO98. 7602 474 G660
Due from related parties 171 4,426,539 3479910
Total Current Assets 30,392,935 27831.216

— NON-CURRENT ASSETS
Property, plant, vehicles and Equipment [2.2] & [8] 12,528 477 6,625,373
TOTAL ASSETS 42921412 J34,456,591

] LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

B Trade pavable 8819511 7.111,850
iher payables and provisions 3,032,444 29389749
Dividends pavable 179,444 186,929

. Due to related parties [7] 78323 1,259,420

Agman governmenl provision {concession lee) [9] (75,000 337 500
Total Current Liabilities 12,784,724 11,834,678
NON-CURRENT LIABILITIES
Bank Loan [10] 3,000 000 -—-
Pravision for employees’ end of service indemmnily [2.4] & [11] 3358771 2458 098
TOTAL LIARILITIES 19,143,495 14,292,776
SHAREHOLDERS' EQUITY
Anthorzeed and fully paid share capital [12] 25 00,000 23040476
Stalulory reserve 12.il 2,906,494 2,741,036
Voluntary reserve [2.K] 767,937 767,937
Accumulated losses (4,896,514 (0 385 6340
Net shareholders' equity 23777917 20,163,815
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 42921412 34456591

We approve these mterm financial statements and conlim that we are responsible for them, including selecting the accounting

policies and making the judaments umnlerlying them, We also confirm that we have made avalable all relevant accounting

records and miormation {or their compilation,

These mterm tinaneial statements wene approved by the Management om Tuly 29, 2007 and signed on s hchallf/i::‘://:-/-p

nF

[ >

Mr. Ekiram Youssef Mr. Khalid Omar
Greneral Manager

Deputy General Manager

[ ] THE ACCOMPANYING NOTES FORM AN INTEGRAL PART OF THESE INTERIM FINANCIAL STATEMENTS




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)

INTERIM INCOME STATEMENT

FOR THE SIX MONTHS PERIOD ENDED JUNE 30,2007

Sales

Cost ol sales

Gross Operating Profit
Oither income

Gross Profit

General and administrative expenscs

Selling, marketing and advertising expenses

Concession fees for Ajman Government

Profit/{Loss) for the period

Earning / {Loss) per share

Period from Period from
January 1, 2007 January 1, 2006
To To
June 30, 2007 June 30, 2006
MNoic AED AED
{Reviewed) {(Un-audited)
[2.2] 18,351,233 18,700,405
(14,326,137 (16,746.343)
3825096 1,954,060
[2.e] & [13] BY3 5649 61,690
4,701,665 2,015,750
(2,118,196} (1,603 824
(390,391) (1,434,423)
[9] (337.300) (337,500)
[14] 1.654.578 (1,359,997)
0.07 (0.10)

THE ACCOMPANYING NOTES FORM AN INTEGRAL PART OF THESE INTERIM FINANCIAL STATEMENTS




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

Balance as at December 31, 2003-(audited)
Met (loss)y for the peried

Decrease in far value of investment

Balance as at June 30, 2006-{un-audited)

Balance as at December 31, 2006 (audited)

Capital subseribed during the period

Met profit during the period

| Transfer to stalulory rescrve

Balance as at June 30, 2007-{reviewed)

Authorized Fair
and Fully Value
Paid Share Statutory Yoluntary Adjustment Accumulated
Capital Reserve Reserve Reserve Losses Total
AED AED AED ALED AED AED
13,357,820 2,719,100 767,937 (29,704) (6,583,058) 10,232,095
2 L s - {1,359.997) (1,359.997)
. a0 (359,448) - (359,448)
13,357,820 2,719,100 T67T,937 (389,152) (7,943,055) 8,512,650
23040476 2,741,036 767,937 - (6,385.634) 20,163,815
1,959 524 - --- -- 1,959 524
= - --- - 1,654,578 1,654,578
- 165,458 - 2 (165.458) =
25,000,000 2,906,494 767,937 - (4,896,514) 23,777,917

THE. ACCOMPANY ING NOTES FORM AN INTEGRAL PART OF THESE INTERIM FINANCIAL STATEMEMTS
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GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
INETRIM STATEMENT OF CASH FLOWS

B FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007
Period from Period rom
_ January 1, 2007 January 1, 2006
To To
June 30, 2007 June 30, 2006
AED AED
| Mote {Reviewed) Un-audited
CASH FLOWS FROM OPERATING ACTIVITIES
Profit £ (loss) for the peried 1,654,578 (1,359.997)
7| Achjustments for:
Drepreciation GE2 UHD 1,175,592
Prolit on sale of vehicles (25,000 ‘ -
o Provision for employees terminal benefits 459,960 282,341
OPERATING PROFIT BEFORE CHANGES
IN OPERATING ASSETS AND LIABILITIES 3072527 97,936
= (Incresase) in trade receivable (1,916,905 (1,832, 108)
(Increase) S decrease m invenlories (%3303 Q52,735
(Increase) in other current assets (79820000 -
- (Ineresse) ndue fom related parties (1616287 -
Increase ! (decrease’ m rade pavable 1,707 661 (513,842
Increase in other payables and provision 337,100 1,005,145
(ecrease) m due o related partics 01,181 ,0495) —
CASH FLOWS (USED IN) OPERATING ACTIVITIES (7,662,370 {310,134)
Payment to Ajman Governmenl - concession [oe — (3375000
Payments made on emplovees terminal benefits (30,5407 {lEf]l:fIlSl]
NET CASH FLOWS (USED IN) OPERATING ACTIVITIES (7,698.910) (772,095)
CASH FLOWS FROM INVESTING ACTIVITIES
B Acquisition of Properly, plant, vehicles and Equipment (3,937.3510 (1,001,588
Proceeds Irom sale of vwhicles 23,000 ---
NET CASH FLOWS (USED IN) INVESTING ACTIVITIES (5,912,351) (1,001,5588)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceed from bank loan BRI
vidend paid (7ARSY (3,761
Proceed ftom the issuance of share capital |.25% 524 -
NET CASH FLOWS GENERATED FIRROM /
4,952 01349 3,761
(USED IM) FINANCING ACTIVITIES e el
NET (DECREASE) IN CASH AND CASH EQUIVALENTS (H,6039.222) (17774447
"ASH AND CASH EQUIVALENTS [2.c] & [3]
Al the beginning of the peried 10,846,968 2,628,677
At the end of the period 2,187,746 851,233
Mon-cash transaction:
e The company has integrated in its books the following non cash transaction from a related party
DR. / {CR.)
o AED
- Property, plant, vehicles and Equipinent (net book value) 948,740
Prepavments 292036
Employvees' end of service indemmity {(477.253)
Awccruals (3,805

THE ACCOMPANYING NOTES FORM AN INTEGRAL PART OF THESE INTERIM FINANCIAL STATEMENTS
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GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

1. Status and Principal Activities:

1.1. Gulfa Mineral Water & Processing Industries Co. (PLC) — is a Public Shareholding
Company - (the “Company™) ¢stablished in Ajman by an Emiri decree number 13 issued
by H.H. The Ruler of Ajman on March 28, 1977. The Company started operations on
May 24, 1977, The Company has fulfilled all the requirements of the commercial ederal
law number 8 of 1984 and its subsequent amendments as per the decision of the Annual
(ieneral Meeting ("AGM") in its extra ordinary meeting held on February 20, 1993.

The Company owns and manages "Gulfa Mineral Water Plant" in Masfout —Ajman. It's

main activities extends to the establishment of plants for production and bottling of mineral
water, juices, soft drinks, food stuff, in addition to marketing the products of such plants,

2. Significant Accounting Policies:

a.  Statement of compliance
The interim financial statemcents have been prepared in accordance with International
Financial Reporting Standards. These financial statements are presented in Arab Emirates
Dirham (AED) since that is the currcncy of the country in which the Company is
domiciled.

b, Basis of preparation
The interim [inancial statements have been prepared on the historical cost basis. The
principal accounting policies which are set out below are consistent with these followed in
the preparation of the reviewed lnancial stalements.

o Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, banks™ current accounts, call and short
term deposits, free of encumbrance, with a maturity date of three months or less from the
date of deposit.

d. Foreign currencies
Transactions in forcign currencies are translated into Arab Emirates Dirham at the

exchange rate prevailing at the date of the transaction. Monetary assets and liabilities
denominated in forcign currencies al the balance sheet date are translated into Arab
Emirates Dirham at the rate of exchange prevailing at that date. Gains or losses resulting
from forcign currency transactions are included in the statement of income

~f1-




- GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

¢, Revenue recognition
Revenue is measured at fair value of the consideration received or recetvable. Revenue is
e reduced for estimated customer returns and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognized when all the following conditions are
satisfied:

* The Company has transferred to the buyer the significant risks and rewards of
ownership of the goods.

* The Company retains neither continuing managerial involvement to the degree
-- usually associated with ownership nor elTective control over the goods sold.

#  The amount of revenue can be measured reliably,

* |t is probable that the economic benefit associated with the transaction will flow to
the entity; and

*  The costs incurred or to be incurred in respect of the transaction can be measured
reliably,

[ Inventories

* The inventory of finished products of bottled water is valued at the lower of
production cost and the net realizable value. Net realizable value presents the
estimated selling price of inventories less all estimated cost of completion and costs
necessary to make the sale.

®  The raw materials and spare parts are valued at the weighted average cost.

g, Property, plant, equipment and depreciation
Property, plant, vehicles and equipment are stated al cost less accumulated depreciation
and any impairment losses. Depreciation is calculated on straight line basis to write off the
cost of the Property, plant, vehicles and equipment over their estimated wseful lives.
During the year 2005, the Company has increased the expected useful life for both
buildings and motor vehicles from 10 to 20 years and 3 to 4 years respectively. The
estimated useful lives are as follows:

Estimated Useful Lives

Buildings 20 YOArs
s Machinery and equipments 3-7 vyears
Furniture, fixtures and others 4-5 years
- Motor vehicles * 4-5 wears

* Effective January 1, 2007, the Company has changed the estimated useful life of its
motor vehicle from four to five years. The new useful life will be applied on the
acquisitions made after January 1, 2007,




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

h.

Provisions
Provisions are established when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Company will be required
to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

The amount recognised as a provision is the best estimate of the consideration required to
settle the present obligation at the balance sheet date, taking into account the risks and
uncertainties surrounding the obligation.

Where a provision is measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of those cash flows,

Employees' end of service indemnity

Provision is made for employees” end of service indemnity in accordance with the UAL
Labor Law (as amended) for the accumulated period of service as at the balance sheet
date.

Statutory rexerve

The statutory reserve is established in accordance with the Commercial Companies Law
(as amended) which requires providing 10 % of the net annual distributable profit as
stalutory reserve which is non-distributable. Transfers to this reserve are required to be
made until such time it equals at least 50% of the paid share capital of the Company.

Veluntary reserve

In accordance with the Company’s Articles of Association, the Board of Directors has
the discretion to determine the percentage of the net annual distributable income that will
be provided as voluntary reserve, For the period January 1, 2007 to June 30, 2007, no
such provision has been considered.

Impairment of assets

At each balance sheet date, the Company reviews the carrying amounts of its tangible
asscts 1o determine whether there is any indication that those asscts have suffered an
impairment loss. [f any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss (if any). Where it is not
possible to estimate the recoverable amount of an individual asset. the Company
eslimates the recoverable amount of the cash-generating unit to which the assel belongs.

Financigl instruments

Financial instruments comprise financial asscts and financial labilities, A financial asset is
any asset that is cash, a contractual right to receive cash or another financial asset, a
contractual right to exchange financial instruments under conditions that are potentially
favourable or an equity instrument. A financial liability is any liability that is a contractual
obligation to deliver cash or another financial asset. or to exchange financial instruments
under conditions that are potentially unfavourable,




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS

FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

3.

Cash and Cash Equivalents :

Cash and cash cquivalents consist of the following:

Cash at banks — current
Cash at banks — call & fixed deposits

Tatal

Trade Receivable:

The trade receivable consists of the following:

Trade receivable
Less: Allowance for doubtful debts

Total

Inventories:

Raw materials
Finished products
Spare parts

Less: Allowance for slow moving invenlories

Total

June December
30,2007 31, 2006
ALD AED

(Reviewed) (Audited)
919,955 09,879
1,267,791 10,747,089
2.1 8?._!?_4_ﬁ_d ____1(}_._!}__413_,968
June December
30, 2007 31, 2006
AL ALED
(Reviewed) {Audited)
9 469 90910 T.55335.085
(200.000) (200,000)
9,269,990 7,353,085
June December
30, 2007 31, 2006
AL AL
{Reviewed) (Audited)
3,919,234 4,141,688
312,407 JUE.0I6
[,712,589 1,521,221
f, 144,230 060,925
{334,332) (334,332)
5,809,598 5,726,393 .




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

6.  Other Current Assets:

Advances to supplicrs

Financial assets — margin
Prepayments and other debit balances
Deposits

Total

7. Related Party Transactions:

(7.a) Trading transactions

June December
30, 2007 31, 2006
AED AED
(Reviewed) (Audited)
4.869.081 63,651
714,309
2,554,532 241.009
560,840 120,000
8,698,762 424,660

The Company in the ordinary course of business enters inlo transactions with associated
companies which fall within the definition of *related parties” as defined in International
Financial Reporting Standard 24, Management believes that the terms of such  transactions are
not materially different from those which could have been obtained from unrelated parties.

Related parfy transactions

During the period the Company entered into the following transactions with related parties:

Lales

Price protection remunerated by the Parent Company

Selling, marketing and distribution expenses charged ta
the Parent Company
Selling expenses charged to other related party

Period from
January 1, 2007

Period from
January L, 2006

To June 30, 2007 To June 30, 2006
AED AED
{Reviewed) {(Un-aundited)

3,514,870 6,078,097
314,035 -
3,657,438 -
903,4_45 . -




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

The balances as at June 30, 2007 of the related parties are shown below:

Mis, Kuwait Food Co.- (Americana),
sharjah Branch, other related party

Mis, Kuwait Food Co- (Americana),
Head Office, Kuwait, the Parent Company

Mis, Gulf Food Industries - (California
Garden), other related party

June 30, 2007
AED

(Reviewed)
DR (CR)

306,333 Fam
4,120,186 ===

s TESD5)

4,426,539

December 31, 2006
AED
(Audited)

DR (CR)

3,479,910
- (345,142)

- (914,278}

3479910 (1,259.420)

On January 31, 2007, the Company has integrated the following balances of selling and
distribution department of a related party which will be considered as an extension to the

current existing department:

Property, plant, vehicles and equipment — Cost
Property, plant, vehicles and equipment — Accumulated Depreciation
Property, plant, vehicles and equipment — Net Book Value

Prepayments
Emplovee’s end of service indemnity
Accruals

-11-

January

31, 2007
DRACR)
2,255,393
(1,306,633)
948,740
292,036
(362,622)
(93.865)
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GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

9. Ajman Government Provision (Concession Fees):

In accordance with a letter dated June 17, 2004, received from the Ruler's Court of Ajman,

The Ajman Government agreed to receive a sum of AED 675.000 (AED Six hundred seventy
five thousand only) as an annual concession fee from the Company for a period of six years
effective January 1., 2004 to December 31, 2009. The unpaid concession fee to Ajman
Government as ol June 30, 2007, is AED 675,000 (AED Six hundred and seventy five thousand
onlyl. |

10. Bank Loan:

June 30, 2007 June 30, 2006
AED AED

Bank Loan 3,000,000 ===

Bank Facility
On June 1, 2007, the Company has obtained a bank facility from National Bank of Kuwait, Bahrain
Branch in the form of a term loan amounting to AED 10,000,000 {AED Ten Million). The term loan is

subject to interest rate at | % per annum plus three or six months BIBOR.,

The term loan will be settled over 10 equal installments each is AED 1,000,000 {AED One Million)
starting on December 1, 2007,

The above facility is secured by Kuwait Food Company — Americana, Head Office, Kuwait, the Parent
Company.

11. Provision for Emplovees® Terminal Benefits:

2007 2006
(Reviewed) {Audited)
Asat January 1, 2,458,098 2,448 064
Additions during the period / vear 459,96 296,390
Transfers from related parties 477,253 -
Payments made during the period/ vear (36,540 (286.356)
As at June 30/ December 31, 3,358,771 2,458,098

-13-




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO, (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

12. Authorized and Fully Paid Capital:

In its extra ordinary meeting on December 6, 2006, the general assembly of the Company has
agreed to increase the authorized capital of the Company from AED 13,357,820 (AED
Thirteen million three hundred fifiy seven thousand eight hundred and twenty only) to a AED
40,000,000 (AED Forty millions only). Howewver, it was decided in the same meeting to call the
increase in the capital on stages, the first stage was to call the sum of AED 11,642,180 (AED
Eleven million six hundred and lorty two thousand one hundred and eighty only) with the
objective of increasing the paid up capital to AED 25,000,000 (AED Twenty five million only),
while the balance is to be called in future dates to be determined by the Board of Director.

The movement of share capital was as follow:

Share
Number Capital
of Shares AED
Balance as at January 1, 2006 13,357,820 13,357,820
Subscribed in the increase of capital during 2006 0,682,656 9,682,656
Total Subscribed as at December 31, 2006 23,040,476 23,040,476
Subscribed in the increase of capital during the period 1,959,524 1,959,524
Total Subscribed as at June 30, 2007 25,000,000 25,000,000
13. Other Income:
Period from Period from
January 1, 2007 January 1, 20006
To June 30, 2007 To June 30,
2006
AED AED
(Reviewed) {(Un-aundited)
Price protection remunerated from a related party 357,644 -
Interest income 161,218 4,047
Gain on disposal of Property, plant, vehicles and 25,000 =
cquipments
Excess provision written back - 30,000
Other miscellaneous income 131.707 27643
875,569 61,690

-14-




GULFA MINERAL WATER & PROCESSING INDUSTRIES CO. (PLC)
NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD FROM JANUARY 1, 2007 TO JUNE 30, 2007

14. Profit for the Period:

Profit for the period has been arrived after charging:
Period form
January 1, 2007

Period from
January 1, 2006

to June 30, 2007 To June 30, 2006
AED AED
(Reviewed) {Un-audited)
Depreciation of Property, plant, wvehicles and 982,989 1,175,592
cquipment o
Provision for employees terminal benefits 459,960 221,830
Marketing research immediately expensed 7.974 63,498
15. Capital Commitments and Contingent Liabilities:
Capital Commitments
There are no capital commitments as at June 30, 2007,
Contineent Liahilities
June December
30, 2007 31, 2006
AED ALED
{Reviewed) (Audited)
Sight / acceptance documents — 9,091
Letters of guarantee 48,000 30,000

16. Financial Instruments:

Fair value

Financial assets of the Company include trade receivable, due from related parties, cash and
cash equivalents and other current assets. Financial liabilities include trade payable. due to
related parties and other payables and provisions.

The fair value of the above financial assets and liabilities are not materially different from
their carrying amounts.
Currency risk
Sales are mainly executed in UA.E. Dirham while major purchases are executed in both
Dirhams and occasionally US Dollars to which Dirham rate is fixed.
Credit risk
The credit risk relating 1o the accounts receivable appears to be limited. In this respect, the
management periodically  reviews the said balances (o assess their recoverability and
- provisions for doubtful debts are made, when deemed necessary.
Interest rate risk
The Company’s exposure to interest rate risk related to its loan which is at 1 % p.a. over
three or six months BIBOR.

o 17. Comparative Fieures:

Comparative [ligures have been reclassified, wherever necessary, 1o conform to the
s presentation adopted in the current period.
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