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Independent auditors' report 

To the shareholders of

National Industries Group Holding – SAK 
Kuwait
Report on the Financial Statements

We have audited the accompanying consolidated financial statements of National Industries Group Holding (A Kuwaiti Shareholding Company) (“the parent company”) and subsidiaries (“the group”), which comprise the consolidated balance sheet as at 31 December 2006, and the related consolidated statements of income, changes in equity and cash flows for the year then ended, and a summary of significant accounting policies and the explanatory notes.
Management’s Responsibility for the Financial Statements

The parent company’s management is responsible for the preparation and fair presentation of these consolidated financial 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 consolidated financial 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 consolidated financial 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 consolidated financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial 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 financial statements in order to design audit procedures that are appropriate in 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 financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the group as at 31 December 2006 and the results of its operations and its cash flows for the year then ended in accordance with International Financial Reporting Standards.
Report on Other Legal and Regulatory Requirements

Furthermore, in our opinion proper books of account have been kept by the parent company and the consolidated financial statements, together with the contents of the report of the parent company’s board of directors relating to these consolidated financial statements, are in accordance therewith.  We further report that we obtained all the information and explanations that we required for the purpose of our audit and that the consolidated financial statements incorporate all information that is required by the Commercial Companies Law of 1960, as amended, and by the parent company’s articles of association, that an inventory was duly carried out and that, to the best of our knowledge and belief, no violations of the Commercial Companies Law, as amended, nor of the articles of association have occurred during the year that might have had a material effect on the business of the group or on its financial position.
Anwar Y. Al-Qatami, F.C.C.A. 
Abdullatif A.H. Al-Majid

(Licence No. 50-A)
(Licence No. 70-A)

of Grant Thornton – Anwar Al-Qatami & Co.

of  Allied Accountants 









Moores Rowland International
Kuwait
10 February 2007

Consolidated statement of income

	
	Note
	
	Year ended 31 Dec. 2006
	
	Year ended 31 Dec. 2005

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	Sales
	
	
	99,741
	
	104,740

	Cost of sales
	
	
	(76,018)
	
	(82,185)

	Gross profit
	
	
	23,723
	
	22,555

	Income from investments
	4
	
	90,772
	
	173,009

	Share of profits of associates and joint ventures
	
	
	9,522
	
	15,193

	Other operating income
	
	
	4,943
	
	412

	Distribution costs
	
	
	(6,566)
	
	(7,014)

	General, administrative and other expenses
	
	
	(16,815)
	
	(28,079)

	Profit from operations
	5
	
	105,579
	
	176,076

	Profit on partial disposal of associates
	11
	
	559
	
	72,124

	Net profit/(loss) on disposal of subsidiaries/businesses
	6
	
	69,605
	
	(2,357)

	Finance costs
	
	
	(30,990)
	
	(18,735)

	Impairment in value of property, plant and equipment
	
	
	-
	
	(1,709)

	Impairment in value of goodwill
	9
	
	(1,250)
	
	(13,086)

	Gain/(loss) on foreign exchange
	
	
	3,157
	
	(1,865)

	Provision for onerous property leases and dilapidations
	
	
	-
	
	(2,129)

	Product development costs written off
	
	
	-
	
	(183)

	Profit for the year
	
	
	146,660
	
	208,136

	Taxation 
	7
	
	428
	
	(2,439)

	Contribution to Kuwait Foundation for the Advancement of Sciences
	
	
	(1,828)
	
	(2,362)

	Directors’ remuneration
	
	
	(200)
	
	(200)

	National Labour Support Tax
	
	
	(3,066)
	
	(4,581)

	Net profit for the year
	
	
	141,994
	
	198,554

	
	
	
	
	
	

	Attributable to :
	
	
	
	
	

	Shareholders of the parent
	
	
	134,991
	
	189,517

	Minority interest
	
	
	7,003
	
	9,037

	
	
	
	141,994
	
	198,554

	Earnings per share attributable to the shareholders of the parent
	8
	
	146 Fils
	
	235 Fils


The notes set out on pages 9 to 33 form an integral part of these consolidated financial statements
Consolidated balance sheet 

	
	Note
	
	31 Dec.

2006
	
	31 Dec. 2005

	
	
	
	KD '000
	
	KD '000

	Assets
	
	
	
	
	

	Non-current assets
	
	
	
	
	

	Goodwill
	9
	
	13,586
	
	9,776

	Property, plant and equipment
	10
	
	31,465
	
	26,406

	Investment in associates
	11
	
	125,912
	
	120,911

	Investment in joint ventures
	12
	
	285
	
	253

	Investment properties
	13
	
	267
	
	2,267

	Available for sale investments
	14
	
	426,399
	
	368,451

	Deferred tax
	15
	
	151
	
	-

	Total non-current assets
	
	
	598,065
	
	528,064

	
	
	
	
	
	

	Current assets
	
	
	
	
	

	Inventories 
	16
	
	23,960
	
	23,730

	Accounts receivable and other assets
	17
	
	56,330
	
	126,720

	Murabaha and wakala investments
	18
	
	57,608
	
	-

	Investments at fair value through statement of income
	19
	
	456,165
	
	386,741

	Short-term deposits
	
	
	248,758
	
	34,993

	Bank balances and cash
	
	
	16,258
	
	8,712

	Total current assets
	
	
	859,079
	
	580,896

	Total assets
	
	
	1,457,144
	
	1,108,960

	
	
	
	
	
	

	Equity and liabilities
	
	
	
	
	

	Equity attributable to shareholders of the parent company
	
	
	
	
	

	Share capital 
	20
	
	107,033
	
	74,674

	Treasury shares
	21
	
	(56,378)
	
	(16,800)

	Reserves
	23
	
	264,315
	
	115,639

	Cumulative changes in fair value
	
	
	146,409
	
	202,342

	Retained earnings
	
	
	260,404
	
	247,777

	
	
	
	721,783
	
	623,632

	Minority interest
	
	
	111,057
	
	49,878

	Total equity
	
	
	832,840
	
	673,510

	
	
	
	
	
	

	Non-current liabilities
	
	
	
	
	

	Bonds payable and Musharaka bonds
	24
	
	45,857
	
	17,527

	Long-term borrowings
	25
	
	79,710
	
	98,141

	Leasing creditors
	
	
	59
	
	1,028

	Deferred tax
	15
	
	-
	
	761

	Provisions
	26
	
	11,638
	
	11,533

	Total non-current liabilities
	
	
	137,264
	
	128,990

	
	
	
	
	
	

	Current liabilities
	
	
	
	
	

	Accounts payable and other liabilities
	27
	
	52,203
	
	42,249

	Bonds payable
	24
	
	-
	
	35,000

	Short-term borrowings
	28
	
	403,185
	
	212,084

	Due to banks
	29
	
	31,652
	
	17,127

	Total current liabilities
	
	
	487,040
	
	306,460

	Total equity and liabilities
	
	
	1,457,144
	
	1,108,960


The notes set out on pages 9 to 33 form an integral part of these 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 23)
	
	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
	-
	
	-
	
	-
	
	-
	
	(40,275)
	
	-
	
	(40,275)
	
	(1,025)
	
	(41,300)

	Share of fair value adjustment in associates
	-
	
	-
	
	-
	
	-
	
	9,992
	
	(2,583)
	
	7,409
	
	-
	
	7,409

	Impairment in value of available for sale investments
	-
	
	-
	
	-
	
	-
	
	1,173
	
	-
	
	1,173
	
	-
	
	1,173

	Realised on sale of available for sale investments
	-
	
	-
	
	-
	
	-
	
	(25,733)
	
	-
	
	(25,733)
	
	(6,292)
	
	(32,025)

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

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(12)
	
	-
	
	12
	
	-
	
	-
	
	-

	Currency translation differences
	-
	
	-
	
	-
	
	(859)
	
	-
	
	-
	
	(859)
	
	10
	
	(849)

	Donation for the year 2005 (Note 30)
	-
	
	-
	
	-
	
	-
	
	-
	
	(5,000)
	
	(5,000)
	
	-
	
	(5,000)

	Net expense recognised directly in equity
	-
	
	-
	
	-
	
	(871)
	
	(54,984)
	
	(7,571)
	
	(63,426)
	
	(7,307)
	
	(70,733)

	Net profit for the year
	-
	
	-
	
	-
	
	-
	
	-
	
	134,991
	
	134,991
	
	7,003
	
	141,994

	Total recognised (expense)/income for the year
	-
	
	-
	
	-
	
	(871)
	
	(54,984)
	
	127,420
	
	71,565
	
	(304)
	
	71,261

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Issue of bonus shares (Note 30)
	7,467
	
	-
	
	-
	
	-
	
	-
	
	(7,467)
	
	-
	
	-
	
	-

	Transfer on disposal of subsidiaries
	-
	
	-
	
	-
	
	(2,614)
	
	(949)
	
	2,614
	
	(949)
	
	51,170
	
	50,221

	Distributing shares of subsidiary (Note 30)
	-
	
	-
	
	-
	
	-
	
	-
	
	(39,577)
	
	(39,577)
	
	-
	
	(39,577)

	Issue of shares to staff by utilizing treasury shares (Note 22)
	-
	
	1,059
	
	-
	
	-
	
	-
	
	-
	
	1,059
	
	-
	
	1,059

	Loss on issue of shares to staff (Note 22)
	-
	
	-
	
	-
	
	(62)
	
	-
	
	-
	
	(62)
	
	-
	
	(62)

	Cash dividend to shareholders of the parent company (Note 30)
	-
	
	-
	
	-
	
	-
	
	-
	
	(42,913)
	
	(42,913)
	
	-
	
	(42,913)

	Issue of shares (Note 20)
	24,892
	
	-
	
	-
	
	124,457
	
	-
	
	-
	
	149,349
	
	-
	
	149,349

	Purchase of treasury shares
	-
	
	(45,264)
	
	-
	
	-
	
	-
	
	-
	
	(45,264)
	
	-
	
	(45,264)

	Disposal of treasury shares
	-
	
	4,627
	
	-
	
	-
	
	-
	
	-
	
	4,627
	
	-
	
	4,627

	Profit on disposal of treasury shares
	-
	
	-
	
	-
	
	626
	
	-
	
	-
	
	626
	
	226
	
	852

	Transfer to reserves
	-
	
	-
	
	-
	
	27,140
	
	-
	
	(27,140)
	
	-
	
	-
	
	-

	Investment made by minority shareholders
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	11,880
	
	11,880

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

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

	
	32,359
	
	(39,578)
	
	-
	
	149,547
	
	(949)
	
	(114,793)
	
	26,586
	
	61,483
	
	88,069

	Balance at 31 December  2006
	107,033
	
	(56,378)
	
	-
	
	264,315
	
	146,409
	
	260,404
	
	721,783
	
	111,057
	
	832,840


Consolidated statement of changes in equity (Continued)

	
	Equity attributable to shareholders of the parent company
	
	
	
	

	

	Share 

capital
	
	Treasury shares
	
	Staff 

bonus shares
	
	Reserves

 (Note 23)
	
	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
	-
	
	-
	
	-
	
	-
	
	165,952
	
	-
	
	165,952
	
	9,697
	
	175,649

	Share of fair value adjustment in associates
	-
	
	-
	
	-
	
	-
	
	11,533
	
	-
	
	11,533
	
	-
	
	11,533

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

	Realised on sale of available for sale investments
	-
	
	-
	
	-
	
	-
	
	(393)
	
	-
	
	(393)
	
	-
	
	(393)

	Realised on partial disposal of associates
	-
	
	-
	
	-
	
	-
	
	(682)
	
	-
	
	(682)
	
	-
	
	(682)

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(11)
	
	-
	
	11
	
	-
	
	-
	
	-

	Currency translation differences
	-
	
	-
	
	-
	
	(1,359)
	
	-
	
	-
	
	(1,359)
	
	(10)
	
	(1,369)

	Net (expense)/income recognised directly in equity
	-
	
	-
	
	-
	
	(1,370)
	
	177,409
	
	11
	
	176,050
	
	9,687
	
	185,737

	Net profit for the year
	-
	
	-
	
	-
	
	-
	
	-
	
	189,517
	
	189,517
	
	9,037
	
	198,554

	Total recognised (expense)/income for the year
	-
	
	-
	
	-
	
	(1,370)
	
	177,409
	
	189,528
	
	365,567
	
	18,724
	
	384,291

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

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

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

	Transfer on disposal of subsidiary
	-
	
	-
	
	-
	
	(12)
	
	-
	
	12
	
	-
	
	540
	
	540

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

	Cash dividend to shareholders of the parent company
	-
	
	-
	
	-
	
	-
	
	-
	
	(21,079)
	
	(21,079)
	
	-
	
	(21,079)

	Purchase of treasury shares
	-
	
	(24,839)
	
	-
	
	-
	
	-
	
	-
	
	(24,839)
	
	-
	
	(24,839)

	Sale of treasury shares
	-
	
	9,114
	
	-
	
	-
	
	-
	
	-
	
	9,114
	
	-
	
	9,114

	Profit on sale of treasury shares
	-
	
	-
	
	-
	
	236
	
	-
	
	496
	
	732
	
	536
	
	1,268

	Transfer to reserves
	-
	
	-
	
	-
	
	21,882
	
	-
	
	(21,882)
	
	-
	
	-
	
	-

	Investment made by minority shareholders
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	7,520
	
	7,520

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

	
	4,056
	
	(15,725)
	
	(500)
	
	23,931
	
	-
	
	(45,509)
	
	(33,747)
	
	7,169
	
	(26,578)

	Balance at 31 December  2005
	74,674
	
	(16,800)
	
	-
	
	115,639
	
	202,342
	
	247,777
	
	623,632
	
	49,878
	
	673,510


The notes set out on pages 9 to 33 form an integer part of the consolidated financial statements.

Consolidated statement of cash flows

	
	
	
	Year ended 31 Dec. 2006
	
	  Year ended 31 Dec. 2005

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	OPERATING ACTIVITIES
	
	
	
	
	

	Profit for the year
	
	
	146,660
	
	208,136

	Adjustments:
	
	
	
	
	

	Depreciation of property, plant and equipment
	
	
	4,640
	
	4,518

	(Profit)/loss on disposal of property, plant and equipment
	
	
	(1,228)
	
	6

	Impairment in value of property, plant and equipment 
	
	
	-
	
	1,709

	Impairment in value of goodwill
	
	
	1,250
	
	13,086

	Share of profits of associates and joint ventures
	
	
	(9,522)
	
	(15,193)

	Income from murabaha and wakala investments
	
	
	(2,139)
	
	(236)

	Dividend income from available for sale investments
	
	
	(4,081)
	
	(2,477)

	Profit on sale of available for sale investments
	
	
	(42,353)
	
	(13,793)

	Impairment in value of available for sale investments
	
	
	(1,173)
	
	999

	Profit on partial disposal of associates
	
	
	(559)
	
	(72,124)

	Net (profit)/loss on disposal of subsidiaries/businesses
	
	
	(69,605)
	
	2,357

	Reorganisation, redundancy, guarantee and other costs
	
	
	-
	
	3,678

	Cost of share based payments
	
	
	-
	
	2,325

	Net provisions charged
	
	
	105
	
	3,062

	Finance costs
	
	
	30,990
	
	18,735

	Interest income
	
	
	(8,403)
	
	(1,619)

	Operating profit before changes in operating assets and liabilities
	
	
	44,582
	
	153,169

	Changes in operating assets and liabilities:
	
	
	
	
	

	Inventories 
	
	
	(230)
	
	3,003

	Accounts receivable and other assets
	
	
	74,578
	
	(10,174)

	Investments at fair value through statement of income
	
	
	(59,988)
	
	(163,916)

	Accounts payable and other liabilities
	
	
	6,893
	
	5,451

	Cash from/(used in) operations
	
	
	65,835
	
	(12,467)

	Payment of reorganisation, redundancy, guarantee and other costs
	
	
	-
	
	(992)

	Taxation paid
	
	
	(345)
	
	(420)

	KFAS contribution paid
	
	
	(244)
	
	(1,195)

	Directors’ remuneration paid
	
	
	(200)
	
	(120)

	National labour support tax paid
	
	
	(282)
	
	(2,522)

	Net cash from/(used in) operating activities
	
	
	64,764
	
	(17,716)


Consolidated statement of cash flows (continued)

	
	Note
	
	Year ended 31 Dec. 2006
	
	Year ended 31 Dec. 2005

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	INVESTING ACTIVITIES
	
	
	
	
	

	Purchase of property, plant and equipment
	
	
	(8,822)
	
	(4,720)

	Proceeds from sale of property, plant and equipment
	
	
	2,347
	
	982

	Cash invested on acquisition of subsidiaries/businesses
	
	
	(4,500)
	
	-

	Net cash inflow on disposal of subsidiaries
	
	
	81,627
	
	532

	Proceeds from sale of investment property
	
	
	1,588
	
	-

	Investment in associated companies
	
	
	(5,591)
	
	(57,612)

	Proceeds from partial disposal of associates
	
	
	914
	
	16,774

	Dividend received from associates
	
	
	5,553
	
	3,692

	Murabaha and wakala investments maturing after three months
	
	
	(35,000)
	
	-

	Proceeds on realisation of wakala investment
	
	
	1,275
	
	3,038

	Purchase of available for sale investments
	
	
	(172,820)
	
	(91,988)

	Proceeds from sale of available for sale investments
	
	
	78,822
	
	28,032

	Dividend income received from available for sale investments
	
	
	4,081
	
	2,477

	Interest income received
	
	
	5,893
	
	1,619

	Net cash used in investing activities
	
	
	(44,633)
	
	(97,174)

	
	
	
	
	
	

	FINANCING ACTIVITIES
	
	
	
	
	

	Proceeds from issue of shares
	
	
	141,412
	
	-

	Bonds paid
	
	
	(35,000)
	
	-

	Finance lease payments
	
	
	(1,510)
	
	(1,058)

	Proceeds from issue of musharaka bonds
	
	
	28,479
	
	-

	Net increase in long-term borrowings
	
	
	21,637
	
	62,548

	Net increase in short-term borrowings
	
	
	151,033
	
	119,094

	Dividend paid
	
	
	(42,764)
	
	(20,969)

	Finance costs paid
	
	
	(31,624)
	
	(16,615)

	Purchase of treasury shares
	
	
	(37,407)
	
	(24,839)

	Proceeds from sale of treasury shares
	
	
	5,479
	
	10,382

	Increase in minority interest
	
	
	9,430
	
	5,966

	Net cash from financing activities
	
	
	209,165
	
	134,509

	Net increase in cash and cash equivalents
	
	
	229,296
	
	19,619

	Translation difference
	
	
	98
	
	39

	
	
	
	229,394
	
	19,658

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

	Cash and cash equivalents at end of the year 
	29
	
	255,972
	
	26,578


The notes set out on pages 9 to 33 form an integral part of these consolidated financial statements.

Notes to the consolidated financial statements

31 December 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 and Dubai Financial Market.

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 consolidated financial statements for issue on 10 February 2007.
2 Significant Accounting Policies

Basis of preparation

The consolidated financial statements of the group are prepared in accordance with International Financial Reporting Standards issued by the International Accounting Standards Board (IASB).

The consolidated financial statements are prepared under the historical cost convention modified to include the revaluation of freehold and leasehold properties, and the measurement at fair of investment securities and investment properties.
The accounting policies used are consistent with those used in the previous year. 
2
Significant Accounting Policies (continued)

IASB Standard issued but not yet effective
The following IASB Standard has been issued but not yet effective, and has not yet been adopted by the group.
IFRS 7 Financial Instruments: Disclosures

The application of IFRS 7, which will be effective for the year ending 31 December 2007 will result in amended and additional disclosures relating to financial instruments.

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the parent company, National Industries Group Holding – SAK and of its subsidiary companies, for the years ended 31 December 2006 and 2005. During the year 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 year the group has consolidated the foreign subsidiaries for the eleven months ended 30 November 2006 whereas in the comparative information these subsidiaries have been consolidated for the year ended 31 December 2005. 

Necessary adjustments are made for the effects of significant transactions or other events that occur between the reporting date of the subsidiaries and 31 December 2006, the reporting date of the parent company. The details of the significant subsidiary companies are set out in Note 3 to the consolidated financial statements.

Subsidiaries are those enterprises controlled by the parent company.  Control exists when the parent company has the power, directly or indirectly, to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities.  The financial statements of subsidiaries, other than those that are considered not material to the financial statements of the parent company, are included in the consolidated financial statements from the date that control effectively commences until the date that control effectively ceases.

All significant inter-company balances and transactions are eliminated on consolidation.

Minority interest represents the portion of profit or loss and net assets not held by the Group and is presented separately in the consolidated statement of income and within equity in the consolidated balance sheet, separately from the equity attributable to the shareholders of the parent company.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the group and the revenue can be reliably measured.  The following specific recognition criteria must also be met before revenue is recognised.
Sales

Sales represent the value of goods and services supplied during the year excluding value added tax or other sales taxes.  Sales and profits between subsidiary undertakings are eliminated.

Dividend income

Dividend income is recognised when the shareholders’ right to receive payment is established.

Interest income

Interest income is recognised on a time proportionate basis, taking into consideration the principal outstanding and the interest rate applicable.

2
Significant Accounting Policies (continued)

Finance costs

Finance costs are calculated and recognised on a time proportionate basis taking into account the principal loan balance outstanding and the interest rate applicable.

Finance costs that are directly attributable to the acquisition and construction of an asset that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of that asset.  Capitalisation of borrowing costs ceases when substantially all the activities necessary to prepare the asset for its intended use or sale are complete.  Other finance costs are recognised as an expense in the period in which they are incurred.

Development costs

Expenditure on development activities which are not expected to generate future economic benefits are written off as incurred. Development costs are carried forward only if specific criteria are met. Such development costs carried forward are amortised over their estimated useful lives on a straight line basis and are subject to regular impairment review.  

Share-based Payment

Certain employees of the company receive remuneration in the form of share-based payment transactions, whereby the employees render services in exchange for shares (“equity settled transactions”).

Equity-settled transactions

The cost of equity-settled transactions with employees is measured under the intrinsic value method. Under this method, the cost is determined by comparing the period end market value of the company’s shares with the issue price. The cost of equity settled transactions is recognised, together with a corresponding increase in equity, over the period in which the performance conditions are fulfilled, ending on the date on which the shares vest. 
Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the net identifiable assets acquired at the date of acquisition. Goodwill is measured at cost less impairment losses. Goodwill is tested for impairment, annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired. For the purpose of impairment testing, goodwill is allocated to cash generating units.
Property, plant and equipment and depreciation
Property, plant and equipment are stated at cost/valuation less accumulated depreciation and impairment losses. Depreciation is calculated to write off the cost or valuation, less the estimated residual value of property, plant and equipment, on a straight-line basis over their estimated useful lives as follows:

	Freehold property
	Lower of 50 years or remaining useful life

	Long leasehold property
	Lower of 50 years or remaining lease term

	Short leasehold property
	Lease term

	Property on leasehold land
	4 to 20 years

	Plant and machinery
	1 to 15 years

	Motor vehicles
	2 to 10 years

	Furniture and equipment
	4 to 10 years


Any increase arising on revaluation is credited directly to shareholders’ equity as “revaluation reserve” except to the extent where the increase reverses a revaluation decrease related to the same asset for which a decrease in valuation has previously been recognised as an expense, it is credited to the consolidated statement of income. Any decrease in the net carrying amount arising on revaluation is charged directly to the consolidated statement of income, or charged to the revaluation reserve to the extent that the decrease is related to an increase for the same asset which was previously recorded as a credit to the revaluation surplus.
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Property, plant and equipment and depreciation (continued)
Depreciation on the re-valued properties is charged to the consolidated statement of income over their remaining estimated useful lives and an amount equivalent to the excess depreciation charge relating to the increase in carrying amount is transferred each year from the revaluation reserve to retained earnings.

No depreciation is provided on freehold land. Properties in the course of construction for production or administrative purposes, are carried at cost, less any recognised impairment loss.  Depreciation of these assets, on the same basis as other property assets, commences when the assets are ready for their intended use.

Investment in associates 

An associate is a company over which the group has significant influence usually evidenced by holding of 20% to 50% of the voting power of the investee company. The consolidated financial statements include the group’s share of the associates results using the equity method of accounting. 

Under the equity method, investment in an associate is initially recognised at cost and adjusted thereafter for the post-acquisition change in the group’s share of net assets of the investee. The group recognises in the consolidated statement of income its share of the total recognised profit or loss of the associate from the date the influence or ownership effectively commenced until the date that it effectively ceases. Distributions received from an associate reduce the carrying amount of the investment. Adjustments to the carrying amount may also be necessary for changes in the group’s share in the associate, arising from changes in the associates equity that have not been recognised in the associate’s statement of income. The group’s share of those changes is recognised directly in equity. The financial statements of the associates are prepared either to the reporting date of the parent company or to a date not earlier than three months of the parent company’s reporting date, using consistent accounting policies.

Unrealised gains on transactions with associates are eliminated to the extent of the group’s share in the associate. Unrealised losses are also eliminated unless the transaction provides evidence of impairment in the asset transferred. An assessment for impairment of investments in associates is performed when there is an indication that the asset has been impaired, or that impairment losses recognised in prior years no longer exist. 

Investment in joint ventures

Investment in joint ventures are accounted for under the equity method of accounting. A joint venture is an undertaking in which the group has a long-term interest and over which it exercises joint control. Under the equity method of accounting, the initial investment is recorded at cost and the carrying amount is increased or decreased to recognise the group’s share of profits or losses and other changes in equity of the joint venture. Distributions received from joint ventures reduce the carrying amount of the investment.

Investment properties

Investment properties are initially recorded at cost, being the purchase price and any directly attributable expenditure for a purchased investment property, or at fair value at the date of transfer if the property was transferred from another category of assets.  Subsequent to initial recognition, investment properties are re-measured to fair value on an individual basis based on an external valuation by an independent valuer. Changes in fair value are taken to the consolidated statement of income.

Investment properties are derecognised when either they have been disposed of or when the investment property is permanently withdrawn from use and no future economic benefit is expected from its disposal. Any gains or losses on the retirement or disposal of an investment property are recognised in the statement of income in the year of retirement or disposal.

Transfers are made to investment property when, and only when, there is a change in use, evidenced by the end of owner occupation, commencement of an operating lease to another party or completion of construction or development. Transfers are made from investment property when, and only when, there is a change in use, evidenced by commencement of owner occupation or commencement of development with a view to sale. 
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Investment securities
The group classifies investment securities upon initial recognition into following categories:
i. Investments at fair value through statement of income 

ii. Available for sale investments

Investments at fair value through statement of income

Investments at fair value through statement of income are initially recognised at cost, being the fair value of the consideration given, excluding transaction costs. These investments are either "held for trading" or "designated" as such on initial recognition.

Held for trading investments are acquired principally for the purpose of selling or repurchasing them in the near term or are a part of a portfolio of identified financial instruments that are managed together and for which there is evidence of a recent actual pattern of short term profit taking. Designated investments are those investments which are initially designated as investments at fair value through statement of income. 

After initial recognition, investments at fair value through statement of income are re-measured at fair value and changes in fair value are recognised in the consolidated statement of income. 

Available for sale investments

Available for sale investments are initially recognised at cost, being the fair value of the consideration given, plus transaction costs that are directly attributable to the acquisition. 

After initial recognition, available for sale investments are re-measured at fair value except for investments whose fair value cannot be reliably measured, which are measured at cost less impairment.
Unrealised gain or loss on re-measurement of available for sale investments to fair value is recognised directly in equity in "cumulative changes in fair value" account until the investment is derecognised or determined to be impaired, at which time the cumulative gain or loss previously recognised in equity is recognised in the consolidated statement of income. 

Fair values

For investments traded in organised financial markets, fair value is determined by reference to stock exchange quoted market bid prices at the close of business on the balance sheet date. 

For investments where there is no quoted market price, a reasonable estimate of fair value is determined by using valuation techniques. The group uses a variety of methods and makes assumptions that are based on market conditions existing at each balance sheet date. Valuation techniques used include the use of comparable recent arm’s length transactions, discounted cash flow analysis and other valuation techniques commonly used by market participants.

Trade and settlement date accounting

All “regular way” purchases and sales of financial assets are recognised on the trade date, i.e. the date that the group commits to purchase or sell the asset.  Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the time frame generally established by regulation or convention in the market place concerned.

Recognition and derecognition of financial assets and liabilities

A financial asset or a financial liability is recognised when the group becomes a party to the contractual provisions of the instrument.  A financial asset (in whole or in part) is derecognised either when the group has transferred substantially all the risk 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.  A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expired.
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Impairment of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a specific financial asset may be impaired. If such evidence exists, any impairment loss is recognised in the consolidated statement of income.  Impairment is determined as follows:

(a) For assets carried at fair value, impairment is the difference between cost and fair value; and

(b) For assets carried at cost, impairment is the difference between cost and the present value of future cash flows discounted at the current market rate of return for a similar financial asset.

Reversal of impairment losses recognised in prior years is recorded when there is an indication that the impairment losses recognised for the financial asset no longer exist or have decreased and the decrease can be related objectively to an event occurring after the impairment was recognised. Except for reversal of impairment losses related to equity instruments classified as available for sale, all other impairment reversals are recognised in the consolidated statement of income to the extent the carrying value of the asset does not exceed its amortised cost at the reversal date. Impairment reversals in respect of equity instruments classified as available for sale are recognised in the cumulative changes in fair value reserve in equity. 

Impairment of non-financial assets

The group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indication exists, or when annual impairment testing for an asset is required, the group makes an estimate of the asset’s recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and its value in use and is determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets and then its recoverable amount is assessed as part of the cash-generating unit to which it belongs. Where the carrying amount of an asset (or cash-generating unit) exceeds its recoverable amount, the asset (or cash-generating unit) is considered impaired and is written down to its recoverable amount by recognising impairment loss in the consolidated income statement. In assessing value in use, the estimated future cash flows are discounted to their present value using a discount rate that reflects current market assessments of the time value of money and the risks specific to the asset (or cash-generating unit). In determining fair value less costs to sell an appropriate valuation model is used. These calculations are corroborated by available fair value indicators.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the group makes an estimate of recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the estimates used to determine the assets recoverable amount since the last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its recoverable amount.  

Taxation

Deferred taxation is provided in respect of all temporary differences. Deferred tax assets are recognised in respect of unutilised tax losses when it is probable that the loss will be used against future profits.

Inventories

Inventories are valued at the lower of cost and net realisable value.  In respect of finished goods and work-in-progress, cost includes all direct costs of production and an appropriate proportion of production overheads.  Cost of raw materials, consumables and spare parts is calculated using the weighted average cost method and provision is taken for slow moving and obsolete items.
Murabaha and wakala investments

These investments are financial assets originated by the group and are stated at amortised cost.
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Treasury shares
Treasury shares are stated at cost as a deduction within shareholders’ equity and they are not entitled to cash dividends.

Gains or losses resulting from the trading in treasury shares are taken directly to shareholders’ equity under “Gain on sale of treasury shares reserve”.  Should the reserve fall short of any losses from the sale of treasury shares, the difference is charged to retained profits then reserves, subsequent to this, should profits arise from sale of treasury shares an amount is transferred to reserves then retained profits equal to the loss previously charged to these accounts.

Bonds payable and Musharaka bonds
Bonds are carried on the balance sheet at their principal amount, net of directly related costs of issuing the bonds to the extent that such costs have not been amortised. These costs are amortised through the statement of income over the life of the bonds using the effective cost rate method.
Finance cost is charged as an expense as it accrues, with unpaid amounts included in other liabilities. 

Leasing and hire purchase
Assets acquired under finance leases and hire purchase arrangements are capitalised and the related liabilities, excluding finance charges, are included in liabilities.  Finance charges in respect of such liabilities are charged to the consolidated statement of income.  Operating lease rentals are written off on a straight-line basis over the lease period.
Tawarruq facilities and wakala payables
Tawarruq facilities and wakala payables represent Islamic financing arrangements, whereby the group receives funds for the purpose of financing its investment activities and they are stated at amortised cost. 

Provisions
Provisions are recognised when the group has a present obligation (legal or constructive) resulting from a past event and the costs to settle the obligation are both probable and reliably measurable.
For the parent company and the local subsidiaries the provision for staff indemnity is computed based on employees’ accumulated periods of service at the balance sheet date in accordance with the Kuwait labour law for the private sector and the companies’ bye-laws.

Provision for land fill expenses

Provision for land fill expenses is calculated based on the expected cost which is required to restore the leased sites, used by the group for extracting raw materials for its operations, to its original condition. 

Pensions
Contributions are paid to both defined benefit and defined contribution pension schemes in accordance with the recommendations of independent actuaries and advisers.

Defined contribution schemes

Contributions to defined contribution schemes are charged to the consolidated statement of income on an accrual basis.

Defined benefit schemes

In respect of defined benefit schemes a defined benefit liability (or asset) is recognised in the consolidated balance sheet and it is calculated as the present value of the defined benefit obligation using the projected unit credit method plus any unrecognised actuarial gains or losses less any past service cost not recognised less the market value of the plan assets.

Pension expense is charged to the consolidated statement of income and is calculated as the aggregate of current service cost (using the projected unit credit method), an interest cost on the discounted defined benefit obligation, the expected return on plan assets, recognised actuarial gains and losses, recognised past service costs and the effect of curtailments or settlements.
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Defined benefit schemes (continued)

Actuarial gains or losses are recognised as income or expense if the net cumulative unrecognised actuarial gains or losses at the end of the previous reporting period exceeded the greater of:

	-
	10% of the present value of the defined benefit obligations; and

	-
	10% of the fair value of plan assets.


The portion of actuarial gains and losses recognised, is the excess determined above, divided by the expected average remaining service lives of scheme employees of 18 years.

Fiduciary assets
Assets held in a trust or fiduciary capacity are not treated as assets of the group and, accordingly, they are not included in these consolidated financial statements.

Foreign currencies

Functional and presentation currency

The consolidated financial statements are presented in Kuwaiti Dinars, which is the parent company’s functional and presentational currency.  Each entity in the group determines its own functional currency and items included in the financial statements of each entity are measured using that functional currency.

Transactions and balances

Transactions in foreign currencies are initially recorded in the functional currency rate of exchange ruling at the date of the transaction.

Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date.  All differences are taken to “foreign exchange gain/loss” in the consolidated statement of income. 

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions.  Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value was determined. Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operations and translated at closing rate.

Group companies 

As at the reporting date, the assets and liabilities of foreign subsidiaries are translated into the parent company’s presentation currency (the Kuwaiti Dinars) at the rate of exchange ruling at the balance sheet date, and their statements of income are translated at the weighted average exchange rates for the year.  Exchange differences arising on translation are taken directly to foreign exchange translation reserve within equity.  On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to the particular foreign operation is recognised in the consolidated statement of income.

Judgments
In the process of applying the group’s accounting polices, management has made the following judgements, apart from those involving estimations, which have the most significant effect in the amounts recognised in the consolidated financial statements:

Classification of investments

Management decides on acquisition of an investment whether it should be classified as held for trading, designated as at fair value through statement of income or available for sale.
The group classifies investments as trading if they are acquired primarily for the purpose of making a short term profit by the dealers. 
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Classification of investments (continued)
Classification of investments as designated at fair value through statement of income depends on how management monitor the performance of these investments. When they are not classified as held for trading but have readily available reliable fair values and the changes in fair values are reported as part of statement of income in the management accounts, they are classified as designated at fair value through statement of income. 

All other investments are classified as available for sale. 

Impairment of investments

The group treats available for sale equity investments as impaired when there has been a significant or prolonged decline in the fair value below its cost or where other objective evidence of impairment exists.  The determination of what is “significant” or “prolonged” requires considerable judgement.  The group treats “significant” generally as 25% and “prolonged” as greater than one year.  In addition, the group evaluates other factors, including normal volatility in share price for quoted equities and the future cash flows and the discount factors for unquoted equities.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below:

Valuation of unquoted equity investments

Valuation of unquoted equity investments is normally based on one of the following:

· recent arm’s length market transactions;

· current fair value of another instruments that is substantially the same; or

· the expected cash flow discounted at current rates applicable for items with similar terms and risk characteristics;

· other valuation models.

The determination of the cash flows and discount factors for unquoted equity investments requires significant estimation.  There are certain investments where this estimation cannot be reliably determined and as a result available for sale investments with a carrying amount of KD50,242 thousand (2005: KD26,261 thousand) are carried at cost.

Impairment of goodwill

The group determines whether goodwill is impaired at least on an annual basis.  This requires an estimation of the value in use of the cash generating units to which the goodwill is allocated.  Estimating the value in use requires the group to make an estimate of the expected future cash flows from the cash generating unit and also to choose a suitable discount rate in order to calculate the present value of those cash flows.  

Pension liabilities/asset

Pension assumptions are detailed in Note 31 and the pension expense for the year is sensitive to such assumptions and to the basis and period of spreading the actuarial deficit.
Cash and cash equivalents
Cash and cash equivalents included in the consolidated statement of cash flows consist of cash on hand and demand deposits and short term highly liquid investments maturing within three months from the date of inception.

3 Subsidiary companies
The significant consolidated subsidiaries as at 31 December 2006 and 2005 are as follows:

	
	Country of registration
	Percentage ownership

	
	
	2006
	
	2005

	
	
	%
	
	%

	
	
	
	
	

	NI Group (Bahrain) EC
	Bahrain
	100
	
	100

	NIC Holdings (Guernsey) Limited
	Guernsey
	100
	
	100

	NIG (Guernsey) Limited
	Guernsey
	100
	
	100

	NIC Holdings (UK) Plc
	United Kingdom
	100
	
	100

	BI Group Plc
	United Kingdom
	100
	
	100

	National Land Transport Company – SAK  (Closed)
	Kuwait
	100
	
	100

	Loloah National Industries Trading Company – WLL [formerly Luluat Al Nasrullah Trading Company – WLL] 
	Kuwait
	100
	
	100

	D & B Kuwait for Economic & Management Consulting – KSC (Closed)
	Kuwait
	100
	
	-

	Combined National Industries Company for Energy – KSC (Closed)
	Kuwait
	100
	
	-

	Gas & Oil Field Services Co. – WLL
	Kuwait
	100
	
	-

	Ikarus Industrial Petroleum Company – SAK (Closed) [formerly National Company for Cement Industries – SAK (Closed)]
	Kuwait
	72
	
	100

	Denham Investment LTD
	Cayman Islands
	71
	
	80

	National Industries Company for Building Materials -  SAK (Closed)
	Kuwait
	51
	
	74

	Noor Financial Investment Company – KSC (Closed) 
	Kuwait
	51
	
	51

	National Company for Ready Mix Concrete - SAK (Closed) 
	Kuwait
	-
	
	100


	a.
	NIG (Guernsey) Limited is the ultimate European holding company of the UK trading group and owns 100% of NIC Holdings (UK) Plc which in turn owns 100% of BI Group Plc.

	
	

	b.
	Certain minority shareholdings in the above subsidiary companies are held on behalf of the parent company by third party nominees.


4 Income from investments
	
	2006
	
	2005

	
	KD '000
	
	KD '000

	Dividend income:
	
	
	

	- From investments at fair value through statement of income
	10,796
	
	7,720

	- From available for sale investments
	4,081
	
	2,477

	Profit on sale of available for sale investments
	42,353
	
	13,793

	Impairment in value of available for sale investments
	(1,173)
	
	(999)

	Realised gain on investment at fair value through statement of income
	5,324
	
	68,491

	Unrealised gain on investment at fair value through statement of income
	18,849
	
	79,672

	Income from wakala and murabaha investments
	2,139
	
	236

	Interest income
	8,403
	
	1,619

	
	90,772
	
	173,009


5 Profit from operations

Profit from operations is stated after charging:

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Depreciation
	4,640
	
	4,518

	Staff costs
	28,201
	
	39,088


6 Disposal of subsidiaries/businesses
Significant disposals during 2006:

	a.
	The parent company sold 28%, out of its 100% owned subsidiary Ikarus Industrial Petroleum Company SAK (Closed), for a consideration of KD 64,140 thousand resulting in a profit of KD34,258 thousand.  

	
	

	b.
	The parent company sold 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. 

	
	

	c.
	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%.

	
	

	d.
	The parent company sold its 100% owned subsidiary Bunyan Al Mashrik Co. – KSCC [ formerly named National Company for Readymix Concrete – SAK (Closed)]; for a consideration of KD7,387 thousand resulting in no profit or loss in the consolidated statement of income.


Significant disposals during 2005:
	a.
	The group disposed Newage Transmission Limited, a wholly owned subsidiary located in the United Kingdom, for a cash consideration of KD532 thousand resulting in a loss of KD1,264 thousand.

	
	

	b.
	The group disposed Blanson trading division of BI Plastic and the group’s 50% interest in Perry Barromedical Inc. for a net combined cash consideration of KD1,117 thousand resulting in a loss of KD213 thousand.

	
	

	c.
	Provision of KD904 thousand has been made for pension obligations relating to businesses disposed of in the United Kingdom.

	
	

	d.
	The group disposed 1% of its stake in its 52% owned subsidiary Noor Financial Investment Company – KSC (Closed) for a consideration of KD564 thousand which resulted in a profit of KD24 thousand.


7 Taxation

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	Current tax expense
	
	
	

	Current year charge
	395
	
	337

	Over provided in prior years
	-
	
	(25)

	
	
	
	

	Deferred tax (credit)/expense
	
	
	

	Current year (credit)/charge
	(823)
	
	2,127

	
	(428)
	
	2,439


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

	
	2006
	
	2005

	
	
	
	

	Net profit for the year attributable to the shareholders of the parent (KD '000)
	134,991
	
	189,517

	Weighted average number of shares outstanding during the year (excluding treasury shares)
	921,856,357
	
	806,815,578

	Earnings per share attributable to the shareholders of the parent
	146 Fils
	
	235 Fils


The weighted average number of ordinary shares outstanding during the year ended 31 December 2005 has been restated due to the issue of bonus shares during the year.

9 Goodwill

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Balance at 1 January
	9,776
	
	25,060

	Additions
	3,802
	
	109

	Disposals and other adjustments
	28
	
	(171)

	Impairment in value
	(1,250)
	
	(13,086)

	Foreign exchange adjustment
	1,230
	
	(2,136)

	
	13,586
	
	9,776


10 Property, plant and equipment
	
	Freehold property
	
	Leasehold property
	
	Property on leasehold land
	
	Plant and machinery
	
	Motor vehicles
	
	Furniture and equipment
	
	Leased plant, machinery & vehicles
	
	Property 

under construction
	
	Total
2006
	
	Total
2005

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

	Cost or valuation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 January 
	7,021
	
	2,525
	
	30,751
	
	58,006
	
	6,590
	
	6,309
	
	2,124
	
	1,203
	
	114,529
	
	118,940

	Foreign exchange adjustments
	818
	
	268
	
	-
	
	2,619
	
	9
	
	-
	
	310
	
	-
	
	4,024
	
	(4,871)

	Additions/transfers
	837
	
	-
	
	2,357
	
	4,632
	
	1,112
	
	209
	
	-
	
	(325)
	
	8,822
	
	4,720

	Write offs
	-
	
	-
	
	(728)
	
	(3,046)
	
	-
	
	-
	
	-
	
	-
	
	(3,774)
	
	-

	Disposals/transfers
	(598)
	
	-
	
	-
	
	(3,979)
	
	(217)
	
	(27)
	
	(69)
	
	-
	
	(4,890)
	
	(4,260)

	Acquisitions
	98
	
	-
	
	-
	
	13
	
	-
	
	-
	
	-
	
	-
	
	111
	
	-

	Reclassification
	-
	
	-
	
	-
	
	783
	
	-
	
	-
	
	(783)
	
	-
	
	-
	
	-

	At 31 December
	8,176
	
	2,793
	
	32,380
	
	59,028
	
	7,494
	
	6,491
	
	1,582
	
	878
	
	118,822
	
	114,529

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Accumulated depreciation and impairment losses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	At 1 January 
	1,407
	
	677
	
	28,767
	
	44,458
	
	6,076
	
	5,122
	
	1,616
	
	-
	
	88,123
	
	86,492

	Foreign exchange adjustments
	176
	
	123
	
	-
	
	1,888
	
	12
	
	7
	
	201
	
	-
	
	2,407
	
	(2,488)

	Charge for the year
	469
	
	32
	
	321
	
	3,100
	
	392
	
	262
	
	64
	
	-
	
	4,640
	
	4,518

	On write offs
	-
	
	-
	
	(728)
	
	(3,046)
	
	-
	
	-
	
	-
	
	-
	
	(3,774)
	
	-

	Impairment in value
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	1,709

	Relating to disposals
	(188)
	
	-
	
	-
	
	(3,569)
	
	(190)
	
	(24)
	
	(68)
	
	-
	
	(4,039)
	
	(2,108)

	Reclassification
	56
	
	(56)
	
	-
	
	407
	
	-
	
	-
	
	(407)
	
	-
	
	-
	
	-

	At 31 December
	1,920
	
	776
	
	28,360
	
	43,238
	
	6,290
	
	5,367
	
	1,406
	
	-
	
	87,357
	
	88,123

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Net book value
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	At 31 December
	6,256
	
	2,017
	
	4,020
	
	15,790
	
	1,204
	
	1,124
	
	176
	
	878
	
	31,465
	
	26,406


A full independent valuation of all freehold properties held by NIC Holding (Guernsey) and NIG (Guernsey) Limited was obtained as at 1 January 1999 and the valuation was incorporated into the consolidated financial statements. The directors of the group consider that there has been no significant change in the market value since the last valuation of these properties.

Property on leasehold land, plant and machinery with a net book value of KD1,271 thousand are secured against the Musharaka bonds (see Note 24).
Property under construction represents the cost incurred on the expansion of one of the subsidiaries existing factories and the construction of a new office building for the same subsidiary. This amount will be transferred to the appropriate asset categories when the assets are ready for their intended use.
11 Investment in associates

The significant associates of the group as at 31 December 2006 and 2005 are as follows:
	
	Percentage ownership

	
	2006
	
	2005

	
	
	
	

	Kuwait Ceramic Factory Company – WLL 
	49%
	
	49%

	Kuwait Rocks Company – SAK (Closed)
	38%
	
	38%

	KES Power Ltd.
	40%
	
	40%

	Kuwait Privatization Project Holding Company – SAK (Closed)
	28%
	
	28%

	Al Raya International Real Estate – KSC (Closed)
	23%
	
	23%

	Kuwait Cement Company – SAK (Closed)
	22%
	
	22%

	Marsa Alam Holding Company – KSC (Closed)
	20%
	
	20%

	Eastern United Petroleum Services Company – KSC (Closed)
	20%
	
	20%

	Kuwait National Real Estate Investment and Services Company – KSC (Closed)
	16%
	
	16%


All of the above associates are registered in Kuwait except for KES Power Ltd., which is registered in the Cayman Islands.
Significant influence in Kuwait National Real Estate Investment and Services Company – KSC (Closed) is demonstrated by representation of two directors of the group on the board of directors of each of the investee’s.
	Disposal during 2005:

	a.
	The group disposed 4% of its stake in its 20% owned associate, Kuwait National Real Estate Investment and Services Company – KSC (Closed), for a cash consideration of KD4,131 thousand resulting in a profit of KD2,302 thousand

	
	

	b.
	The group disposed 3% of its stake in its 31% owned associate, Kuwait Privatization Project Holding Company – SAK (Closed), for a cash consideration of KD4,597 thousand resulting in a profit of KD2,910 thousand.

	
	

	c.
	The group disposed 35% of its investment in, Mabanee Company SAK (Closed), for a cash consideration of KD95,550 thousand, resulting in a profit of KD70,286 thousand. 


Share of associates’ assets and liabilities:

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Assets 
	144,865
	
	140,308

	Liabilities
	18,953
	
	19,397


Share of associates’ revenue and profit:

	
	
	
	

	Revenue
	23,765
	
	23,510

	Profit
	9,522
	
	15,193


Investment in quoted associates with a carrying value of KD77,587 thousand (2005: KD75,580 thousand) have a fair value of KD152,215 thousand (2005: KD179,747 thousand).

12 Investment in joint ventures

	
	Country of registration
	
	2006
	
	2005

	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	

	Greco Mexican Gas Meter Joint venture (50%)
	Mexico
	
	285
	
	253


13 Investment properties

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	At 1 January
	2,267
	
	2,556

	Disposal
	(2,155)
	
	-

	Change in fair value
	(130)
	
	-

	Foreign exchange adjustment
	285
	
	(289)

	
	267
	
	2,267


14 Available for sale investments

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Managed funds
	75,990
	
	54,042

	Unquoted equity participations
	141,866
	
	148,861

	Quoted shares
	208,543
	
	165,548

	
	426,399
	
	368,451


15 Deferred tax asset/(liability)
	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Deferred tax on losses
	-
	
	532

	Other timing differences
	151
	
	(1,293)

	
	151
	
	(761)


16 Inventories 

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Finished goods and work-in-progress
	13,774
	
	12,328

	Raw materials and consumables
	8,900
	
	9,615

	Spare parts
	2,814
	
	2,864

	Goods in transit
	612
	
	1,413

	Others
	6
	
	2

	
	26,106
	
	26,222

	Provision for obsolete and slow moving inventories
	(2,146)
	
	(2,492)

	
	23,960
	
	23,730


17 Accounts receivable and other assets

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Net trade receivables
	19,515
	
	16,737

	Proceeds due on partial disposal of investment  in associate 
	-
	
	86,000

	Proceed due on sale of investments
	12,787
	
	14,006

	Due from associates
	2,736
	
	1,913

	Due from joint venture
	498
	
	372

	Prepayments
	3,115
	
	1,882

	Advance payments to acquire investments
	3,806
	
	-

	Due from Kuwait Clearing Company
	4,455
	
	-

	Due from investment brokerage companies
	1,566
	
	-

	Interest receivable on fixed deposits
	2,510
	
	-

	Income receivable on murabaha and wakala investments
	864
	
	-

	Accrued income
	580
	
	-

	Other assets
	3,898
	
	5,810

	
	56,330
	
	126,720


18 Murabaha and wakala investments
These investments carry a profit rate ranging from 6% - 8.5% per annum and will mature during the year 2007.
19 Investments at fair value through statement of income

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Held for trading :
	
	
	

	Quoted shares
	268,924
	
	185,412

	
	
	
	

	Designated on initial recognition :
	
	
	

	Local funds 
	153,305
	
	177,105

	International managed portfolios and funds
	33,936
	
	24,224

	
	187,241
	
	201,329

	
	456,165
	
	386,741


Quoted shares with a fair value of KD23,361 thousand (2005: Nil) are secured against bank loans. 

20 Share capital

Following approval at the general assembly held on 14 November 2005, during the year 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 general assembly held on 24 April 2006, the parent company issued 74,674,120 bonus shares amounting to KD7,467 thousand.

As of 31 December 2006 the issued and fully paid share capital of the parent company was made up of 1,070,329,064 shares of 100 Fils each. (2005: 746,741,208 shares).
21 Treasury shares

At 31 December 2006 the group held 59,547,444 (2005 : 18,332,955) of its treasury shares equivalent to 5.56% (2005 : 2.46%) of the shares issued.  The treasury shares are stated at cost, and the market value as at 31 December 2006 amounted to KD75,030 thousand (2005 : KD29,699 thousand). Reserves equivalent to the cost of the investment in treasury shares have been earmarked as non-distributable.
22 Staff shares

During the year the parent company issued 701,750 shares to its senior management as bonus shares by utilizing its treasury shares. The carrying amount and market value of these shares issued amounted to KD1,059 thousand and KD997 thousand respectively and the resultant loss of KD62 thousand was debited to the gain on sale of treasury shares reserve account.
23 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

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balances at 31 December 2004
	26,409
	
	41,099
	
	23,460
	
	375
	
	-
	
	1,735
	
	93,078

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(11)
	
	-
	
	-
	
	(11)

	Currency translation differences
	-
	
	-
	
	-
	
	(42)
	
	-
	
	(1,317)
	
	(1,359)

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

	Transfer on disposal of subsidiaries
	-
	
	(12)
	
	-
	
	-
	
	-
	
	-
	
	(12)

	Profit on disposal of treasury shares
	-
	
	-
	
	-
	
	-
	
	236
	
	-
	
	236

	Transfer to reserves
	-
	
	20,183
	
	1,699
	
	-
	
	-
	
	-
	
	21,882

	Balances at 31 December 2005
	28,234
	
	61,270
	
	25,159
	
	322
	
	236
	
	418
	
	115,639

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Transfer of excess depreciation
	-
	
	-
	
	-
	
	(12)
	
	-
	
	-
	
	(12)

	Currency translation differences
	-
	
	-
	
	-
	
	40
	
	-
	
	(899)
	
	(859)

	Transfer on disposal of subsidiaries
	-
	
	(1,870)
	
	(744)
	
	-
	
	-
	
	-
	
	(2,614)

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

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

	Profit on disposal of treasury shares
	-
	
	-
	
	-
	
	-
	
	626
	
	-
	
	626

	Transfer to reserves
	-
	
	25,934
	
	1,206
	
	-
	
	-
	
	-
	
	27,140

	Balances at 31 December 2006
	152,691
	
	85,334
	
	25,621
	
	350
	
	800
	
	(481)
	
	264,315


Statutory reserve
In accordance with the Commercial Companies Law and the parent company’s articles of association, 10% of the profit for the year is to be transferred to statutory reserve.  The parent company may resolve to discontinue such annual transfer when the reserve totals 50% of the paid up share capital.  Distribution of the statutory reserve is limited to the amount required to enable the payment of a dividend of 5% of paid-up share capital to be made in years when retained earnings are not sufficient for the distribution of a dividend of that amount.
24 Bonds payable and Musharaka bonds
Bonds payable
The bonds payable at 31 December 2005, included in current liabilities, were fully redeemed at their principal amount on 2 December 2006. On 6 May 2004, the parent company issued unsecured floating rate bonds of U.S. Dollar 60,000 thousand (equivalent to KD17,378 thousand at 31 December 2006 and KD17,527 thousand at 31 December 2005) at face value.  The bonds which mature in May 2009, bear interest at 0.90% per annum above LIBOR for 6 months U.S. Dollar deposits and payable semi-annually in arrears.
Musharaka bonds:
During October 2006 the subsidiary, National Industries Company for Building Materials entered into an Islamic financing arrangement whereby the company issued secured Musharaka bonds (Sukuk Al-Musharaka) of US Dollars 100,000 thousand (KD28,479 thousand) at an issue price of 100% of their principal amount which are due in 4 equal semi-annual instalments commencing from April 2010 and ending in October 2011.  The certificates carry a cost rate of LIBOR plus 1% per annum which should be distributed semi-annually to the certificate holders. The Islamic financing arrangement is secured by four of the company's factories (see Note 10).
25 Long-term borrowings

	Currency
	Interest rate
	
	Security
	
	2006
	
	2005

	
	
	
	
	
	KD '000
	
	KD '000

	
	
	
	
	
	
	
	

	Kuwaiti Dinars
	7.00% – 7.50%
	
	Unsecured
	
	-
	
	30,000

	US Dollars
	6.17% – 6.72%
	
	Unsecured
	
	75,292
	
	66,891

	Sterling
	5.00% – 6.5% 
	
	Unsecured
	
	744
	
	756

	Long-term portion of loans in Sterling
	4.00% – 7.5%
	
	Secured
	
	1,815
	
	-

	Long-term portion of loans in Euro
	4.3% – 5.55% 
	
	Secured
	
	1,859
	
	494

	
	
	
	
	
	79,710
	
	98,141


During December 2006 the parent company obtained an unsecured syndicated term loan of US Dollar 200,000 thousand (KD57,928 thousand) from foreign banks.  The loan which matures after three years in December 2009, bears interest at 0.80% above LIBOR payable in semi-annually in arrears.
The Sterling loan is secured against property, plant and equipment with a book value of KD339 thousand (2005: KD143 thousand) and inventories and debtors with book values totalling to KD1,645 thousand (2005: KD1,182 thousand).

The Euro loans are secured against property, plant and equipment with a book value of KD670 thousand (2005 : KD633 thousand).  

26 Provisions

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Provision for staff indemnity
	4,405
	
	3,676

	Provision for land-fill expenses
	550
	
	652

	Provision for rental property - amount due in more than one year
	6,116
	
	5,452

	Provision for amounts payable under guarantees
	-
	
	1,249

	Pension liabilities (see Note 31)
	567
	
	504

	
	11,638
	
	11,533


The provision for rental property relates to onerous property rental costs (net of estimated rent receivable) and dilapidations obligations which are payable over various periods upto 2017.

27 Accounts payable and other liabilities

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Trade payables
	13,033
	
	11,499

	Accrued interest
	2,257
	
	2,891

	Dividend payable
	1,088
	
	939

	Leasing creditors - amount due in less than one year
	124
	
	665

	Provision for rental property – amount due in less than one year
	1,335
	
	1,423

	National labour support tax
	7,365
	
	4,581

	Kuwait Foundation for the Advancement of Sciences
	3,946
	
	2,362

	Corporation tax of foreign subsidiaries
	183
	
	-

	Other accruals
	8,754
	
	13,476

	Donations payable
	6,365
	
	-

	Due to investment brokerage companies
	1,060
	
	-

	Other liabilities
	6,693
	
	4,413

	
	52,203
	
	42,249


28 Short-term borrowings

	Currency
	
	Interest rate
	
	Security
	
	2006
	
	2005

	
	
	
	
	
	
	KD '000
	
	KD '000

	Conventional loans
	
	
	
	
	
	
	
	

	Kuwaiti Dinars
	
	7% - 8%
	
	Unsecured
	
	146,525
	
	102,450

	Kuwaiti Dinars
	
	8.25%
	
	Secured
	
	20,000
	
	-

	US Dollars
	
	5.87% - 7.62%
	
	Unsecured
	
	214,648
	
	77,706

	Sterling
	
	5.55% - 6.8%
	
	Unsecured
	
	20,945
	
	20,503

	Sterling – current portion
	
	4.00% - 7.50%
	
	Secured
	
	510
	
	504

	Euro – current portion
	
	5.00% - 5.55%
	
	Unsecured
	
	231
	
	172

	Euro
	
	4.3%
	
	Unsecured
	
	326
	
	-

	
	
	
	
	
	
	403,185
	
	201,335

	
	
	
	
	
	
	
	
	

	Islamic financing arrangements
	
	
	
	
	
	
	
	

	Tawarruq facilities
	
	
	
	
	
	-
	
	10,919

	Less: deferred cost
	
	
	
	
	
	-
	
	(170)

	
	
	
	
	
	
	-
	
	10,749

	Total
	
	
	
	
	
	403,185
	
	212,084


Kuwaiti Dinars loans amounting to KD20,000 thousand are secured by investments at fair value through statement of income (see note 19).

29 Cash and cash equivalents

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Murabaha and wakala investments – maturing within three months
	22,608
	
	-

	Short term deposits
	248,758
	
	34,993

	Bank balance and cash
	16,258
	
	8,712

	Due to banks
	(31,652)
	
	(17,127)

	
	255,972
	
	26,578


30 Proposed dividend

Subject to the requisite consent of the relevant authorities and approval from the general assembly, the board of directors have proposed to distribute the following dividends for the year ended 31 December 2006 to the shareholders of record as of the date of the general assembly:
	a
	-
	Cash dividend of 70 Fils per share (2005: 60 Fils per share);

	
	
	

	
	-
	bonus shares of 10% (2005: 10%) of paid-up share capital;

	
	
	

	b
	
	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 KD42,913 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. 

	
	
	

	c
	
	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.


31 Defined benefit pensions schemes

The group has defined benefit pension schemes for the employees of certain subsidiaries in the United Kingdom.  The following disclosures cover all the schemes on an aggregated basis. The schemes are closed to new members and are not accruing further benefits. Actuarial calculations have been made in order to determine pension liabilities and pension expenses in connection with the group’s defined benefit pension schemes.  The following assumptions have been used in calculating the liabilities and expenses incurred:

	
	2006
	
	2005

	
	
	
	

	Discount rate at 30 November
	5.20%
	
	4.90%

	Expected return on plan assets
	6.20%
	
	5.70%

	Future salary increases
	N/A
	
	N/A

	Future pension increases
	2.70%
	
	2.70%


Consolidated statement of income 
	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Interest cost
	1,410
	
	1,613

	Expected return on assets
	(1,243)
	
	(1,453)

	Actuarial loss
	231
	
	510

	Loss on curtailments and settlements
	-
	
	972

	Net annual charge included in general and administrative expenses  
	398
	
	1,642


The actuarial loss of the schemes in excess of 10% of the present value of the defined benefit obligations are being charged as an expense over periods up to 18 years. 

A reconciliation of the movement in the liability/ (asset) for defined benefit pension scheme appears as follows:

31
Defined benefit pensions schemes (continued)

Consolidated balance sheet
	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Brought forward liability/(asset)
	504
	
	(666)

	Consolidated statement of income (net)
	398
	
	1,642

	Contributions
	(404)
	
	(491)

	Increase in unrecognisable asset
	6
	
	6

	Foreign exchange adjustment
	63
	
	13

	Carried forward liability (Note 26)
	567
	
	504


Reconciliation of consolidated balance sheet liability
	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Present value of obligations
	32,830
	
	30,363

	Fair value of plan assets
	(26,842)
	
	(23,013)

	Net plan deficit
	5,988
	
	7,350

	Unrecognised actuarial losses
	(5,760)
	
	(7,142)

	Unrecognisable asset
	339
	
	296

	Net liability recognised in the consolidated balance sheet (Note 26)
	567
	
	504


Changes in the present value of the defined benefit obligation
	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Opening defined benefit obligation
	30,363
	
	36,421

	Interest cost
	1,410
	
	1,613

	Actuarial (losses)/gains
	(1,502)
	
	3,326

	Liabilities extinguished on settlement
	-
	
	(5,594)

	Benefits paid
	(1,173)
	
	(1,079)

	Foreign exchange adjustment
	3,732
	
	(4,324)

	Closing defined benefit obligation
	32,830
	
	30,363


Changes in the fair value of the plan assets

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	
	
	
	

	Opening fair value of plan assets
	23,013
	
	27,734

	Expected return
	1,243
	
	1,453

	Actuarial gains
	400
	
	1,893

	Assets distributed on settlements
	-
	
	(4,195)

	Contributions by employer
	404
	
	491

	Benefits paid
	(1,173)
	
	(1,079)

	Foreign exchange adjustment
	2,955
	
	(3,284)

	Closing fair value of plan assets
	26,842
	
	23,013


The fair value of the plan assets, category is as follows: 

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	Plan assets:
	
	
	

	Equities
	13,070
	
	9,382

	Bonds 
	13,524
	
	13,267

	Other assets
	248
	
	364

	
	26,842
	
	23,013


32 Risk management

Credit risk
The group is exposed to credit risk in respect of losses that would be recognised if counter parties fail to perform as contracted.  The group’s exposure to credit risk is primarily in respect of bank balances, short-term deposits and accounts receivable and other assets. The group’s bank balances and short-term deposits are placed with high credit quality financial institutions, whilst accounts receivable and other assets are presented net of appropriate provisions.

Interest rate risk
The group’s short-term deposits earn interest at an average rate of 6.75% (2005 : 4.25%) per annum.  The bank balances earn interest at an average rate of 2.5% (2005: 2.5%) per annum.  The due to banks are repayable upon demand and bear average interest rate of 1.5% (2005: 1.5%) per annum over the Central Bank of Kuwait and Bank of England discount rate. Lease creditors bear interest at fixed rates and the average rate during the year was 6.5% (2005 : 6.5%). The group is also exposed to interest rate risk on bonds payable, long-term borrowing and short-term borrowings (see notes 24, 25 and 28).

Market risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether those changes are caused by factors specific to the individual security, or its issuer, or factors affecting all securities traded in the market.

The group is exposed to market risk with respect to its investments.

The group limits market risk by maintaining a diversified portfolio and by continuous monitoring of developments in local and international equity and bond markets. In addition, the group actively monitors the key factors that affect stock and bond market movements, including analysis of the operational and financial performance of investees.

Liquidity risk

Liquidity risk is the risk that the group will be unable to meet its liabilities when they fall due.  To limit this risk, management has arranged diversified funding sources, manages assets with liquidity in mind, and monitors liquidity on a daily basis.

33 Segmental analysis

For management purposes the group’s primary format for reporting segment information is business segments, with secondary information reported geographically.

Business segments

The parent company and local subsidiaries primarily operate in two business segments: investment and building materials. The investment activities are both in and outside Kuwait. The building materials activities of the group are conducted wholly within the State of Kuwait. 

The major overseas subsidiary companies of the group principally operate in one business segment, the specialist engineering sector, the activities of which are conducted overseas, principally in Europe and the Americas.

33 
Segmental analysis (Continued)

Revenue, profit for the year, total assets, total liabilities and net assets of the group are analysed by business activity as follows:

	
	Investment
	
	Building materials
	
	Specialist engineering
	
	Total

	
	2006
	
	2005
	
	2006
	
	2005
	
	2006
	
	2005
	
	2006
	
	2005

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

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment revenue
	100,294
	
	188,202
	
	30,138
	
	31,062
	
	66,737
	
	71,661
	
	197,169
	
	290,925

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Less:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Income from investments
	
	
	
	
	
	
	
	
	
	
	
	
	(90,772)
	
	(173,009)

	Share of profits of associates and joint ventures
	
	
	
	
	
	
	
	
	
	
	
	
	(9,522)
	
	(15,193)

	Unallocated sales
	
	
	
	
	
	
	
	
	
	
	
	
	2,866
	
	2,017

	Sales, per consolidated statement of income
	
	
	
	
	
	
	
	
	
	
	
	
	99,741
	
	104,740

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment profit/(loss)
	162,583
	
	248,474
	
	8,108
	
	8,955
	
	4,045
	
	(28,432)
	
	174,736
	
	228,997

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Less:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Finance costs
	
	
	
	
	
	
	
	
	
	
	
	
	(30,990)
	
	(18,735)

	Unallocated income/(expenses)
	
	
	
	
	
	
	
	
	
	
	
	
	2,914
	
	(2,126)

	Profit for the year, per consolidated statement of income
	
	
	
	
	
	
	
	
	
	
	
	
	146,660
	
	208,136

	Segment assets
	1,343,968
	
	1,024,572
	
	39,407
	
	23,400
	
	72,537
	
	59,622
	
	1,455,912
	
	1,107,594

	Segment liabilities
	(26,433)
	
	(14,954)
	
	(8,808)
	
	(7,905)
	
	(23,240)
	
	(25,323)
	
	(58,481)
	
	(48,182)

	Segment net assets
	1,317,535
	
	1,009,618
	
	30,599
	
	15,495
	
	49,297
	
	34,299
	
	1,397,431
	
	1,059,412

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Unallocated assets
	
	
	
	
	
	
	
	
	
	
	
	
	1,230
	
	1,366

	Loans and other unallocated liabilities
	
	
	
	
	
	
	
	
	
	
	
	
	(519,964)
	
	(334,741)

	Bonds and Musharaka bonds payable
	
	
	
	
	
	
	
	
	
	
	
	
	(45,857)
	
	(52,527)

	Net assets, per consolidated balance sheet
	
	
	
	
	
	
	
	
	
	
	
	
	832,840
	
	673,510


33 
Segmental analysis (Continued)

Property, plant and equipment of the group are primarily utilised by the building materials segment and the specialist engineering segment. The additions and depreciation relating to property, plant and equipment by business segment, in which the assets are used, are as follows:

	
	Investment
	Building materials
	Specialist engineering
	Unallocated
	Total

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

	
	
	
	
	
	

	At 31 December 2006
	
	
	
	
	

	Additions to property, plant and equipment
	39
	2,006
	6,775
	2
	8,822

	Depreciation
	46
	1,773
	2,641
	180
	4,640

	
	
	
	
	
	

	At 31 December 2005
	
	
	
	
	

	Additions to property, plant and equipment
	186
	1,920
	2,614
	-
	4,720

	Depreciation
	46
	1,600
	2,684
	188
	4,518


Goodwill capitalised along with the impairment in value relate to the specialist engineering segment.
Geographical segments
A segmental analysis of total assets employed and sales by geographical location, are as follows:
	
	Assets
	
	Sales

	
	2006
	
	2005
	
	2006
	
	2005

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

	
	
	
	
	
	
	
	

	Kuwait
	1,014,225
	
	825,494
	
	33,004
	
	33,079

	Outside Kuwait
	442,919
	
	283,466
	
	66,737
	
	71,661

	
	1,457,144
	
	1,108,960
	
	99,741
	
	104,740


Additions to property, plant and equipment and goodwill by geographical area in which the assets are located, are as follows:
	
	
	2006
	
	2005

	
	
	KD '000
	
	KD '000

	
	
	
	
	

	Kuwait
	
	5,732
	
	2,106

	Outside Kuwait
	
	6,892
	
	2,723

	
	
	12,624
	
	4,829


34 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:

	
	2006
	
	2005

	
	KD '000
	
	KD '000

	Balance sheet
	
	
	

	Due from associates and joint ventures (see note 17)
	3,234
	
	2,285

	Due from Key management personnel
	312
	
	539

	
	
	
	

	Income statement
	
	
	

	Profit on partial disposal of subsidiaries
	2,904
	
	-

	
	
	
	

	Purchase of raw materials
	8,248
	
	7,157

	
	
	
	

	Compensation of key management personnel of the group
	
	
	

	Short term employee benefits
	3,338
	
	6,338

	End of service benefits
	511
	
	879

	Cost of share based payments
	58
	
	1,254


35 Contingent liabilities

At 31 December 2006 the group had contingent liabilities in respect of outstanding bank guarantees amounting to KD1,774 thousand (2005: KD328 thousand).

36 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 31 December 2006 amounted to KD10,974 thousand (31 December 2005 : KD7,745 thousand) of which assets managed on behalf of related parties amounted to KD5,438 thousand (31 December 2005 : KD1,544 thousand).

37 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 KD57,092 thousand (2005: KD16,966 thousand).

38 Fair value of financial instruments

Fair value represents amounts at which an asset could be exchanged or a liability settled on an arm’s length basis. In the opinion of the group’s management, except for certain available for sale investments which are carried at cost less impairment for reasons specified in Note 2  to the financial statements (under the heading “Estimation uncertainty”) the carrying amounts of financial assets and liabilities as at 31 December 2006 and 2005 approximate their fair values. 
39 Comparative amounts

Certain comparative amounts have been reclassified in order to conform with the presentation for the current year. Such reclassifications do not affect previously reported net profit or equity.









