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Introduction

Irag Holding Company, Kuwaiti Holding Company, was
incorporated in June 2003 with a paid up capital of KD 58.7 Million
(equivalent to US $ 220 million). In a short span, the company has
stepped up its drive to record enormous achievements. Going
forward, these achievements shall drive the company towards
more success by further realizing its preset targets and multiply
its shareholders' returns. It is worthy to mention that over the last
years the company focused its investments in Iraq to capture the
investment opportunities that were then available. Today with an
innovative strategy, the company seeks to enlarge its investment
portfolio to cover Kuwait and GCC, as well as the MENA region,
covering a wider scope of markets and investment assets.
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Chairman Report

Dear shareholders,

For myself and on behalf of the members of the board of directors, executive body and
Company staff, | would like to welcome you today brining to you great results despite the
challenging economic and political developments in the region.

In this general assembly, | am pleased to present the 2007 annual report and related
statements of financial performance which reflect the value of past investments that
enabled us to build a solid position in the market for the past years. Net profits for 2007
reached KD 1,117,166 and revenues amounted to KD 2,298,582.

The company has made solid progress in its core business. In the last quarter of 2007,
the company sold the majority of its portfolio in Bank of Baghdad realizing profits of
KD 4.5 million. Another major accomplishment during 2007 was the capital recall of the
company to a current paid up capital of KD 58,727,613 providing additional financial
means to pursue the company’s growth and development strategy that will allow us
to expand investment activities both locally and regionally. The success of the capital
increase clearly reflects the trust shareholders have laid on us and that is why we will

continue our obligation to fulfill their interests.

The years ahead look promising; the favorable macro-economic factors in Kuwait are
expected to continue due to the skyrocketing oil prices and the increase in worldwide
demand. Overall, the business environment is expected to remain stable opening doors

to new opportunities in the investment sector.

On behalf of the Board of Directors, | would like to thank His Highness the Amir of The
State of Kuwait, Sheikh Sabah Al-Ahmed Al-Jaber Al-Sabah, His Higness the Crown
Prince, Sheikh Nawaf Al-Ahmed Al-Jaber Al-Sabah for their continuous support. | should
also pay tribute to our shareholders for the considerable contribution they have made in
support of the company and would like to thank the management and all our employees

for their sincere efforts during the year.
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CEO Statement

As this is my first general assembly meeting with Iraq Holding’s shareholders, | am pleased
to present to you Irag Holding’s most recent developments and future objectives.

This was a significant year for Iraq Holding - because it marked the beginning of a
successful and significant strategic change for the company. Iraq Holding is now part
of “Al Zumorroda Holding Group”, one of the most reputable and diversified groups
of companies in Kuwait giving us greater exposure to new markets and favorable
opportunities.

Another significant change was the successful capital recall of the company from to KD
58 million, thanks to the immense trust our shareholders have laid on us forming a strong
relationship that we will keep on nurturing.

In 2008, Iraq Holding seeks to build solid foundations that will help it grow further in the
upcoming period. It will broaden and deepen its relationships with institutions and even
individuals whom it can find with new and encouraging investment opportunities. After
liquidating most of its investments in Iraq due to the country's political and economical
instability, IHC will concentrate in the coming years its investments in Kuwait and GCC,
as well as the MENA region in the long term by carefully analyzing attractive investment
proposals.

Another step towards building a new future outlook full of innovation is launching a new
identity that is going to be unveiled soon. It includes changing the company's current
identity to a new corporate identity with a new name and logo to reflect the new vision
of becoming pioneers in the investment industry locally and regionally. This new identity
has been developed to reflect intensity, inner power and determination to succeed.
Finally, | would like to extend my deep appreciation to our shareholders for their trust and
support, and my sincere appreciation to our employees for their continuing efforts and
perseverance.



IRAQ HOLDING

Annual Report



IRAQ HOLDING 11

IRAQ HOLDING COMPANY K.S.C.(CLOSED)
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INDEPENDENT AUDITORS’ REPORT TO THE
SHAREHOLDERS OF IRAQ HOLDING COMPANY
K.S.C.(CLOSED)

We have audited the accompanying consolidated financial statements of Iraq Holding Company K.S.C.
(Closed) (“the Parent Company”) and its subsidiaries (“the Group”) which comprise the consolidated
balance sheet as at 31 December 2007, and the consolidated income statement, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and

a summary of significant accounting policies and other explanatory notes.

Directors’ Responsibility for the Consolidated Financial Statements

The directors of the parent company are 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 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 auditor’s 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 consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

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

for our audit opinion.
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INDEPENDENT AUDITORS’' REPORT TO THE
SHAREHOLDERS OF IRAQ HOLDING COMPANY
K.S.C. (CLOSED) (continued)

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Group as of 31 December 2007 and of its financial performance 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 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 of 1960, as amended, nor of the articles of association have occurred
during the year ended 31 December 2007 that might have had a material effect on the business of the

Group’s activities or on its financial position.

WALEED A. AL OSAIMI DR. SAUD AL HUMAIDI
LICENCE NO. 68 A LICENCE NO. 51 A
OF ERNST & YOUNG AL-HUMAIDI & PARTNERS
INDEPENDENT MEMBER OF BAKER TILLY
INTERNATIONAL

5 March 2008
Kuwait
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2007

2007 2006
Notes KD KD
INCOME
Gain on sale of investment in an associate 7 4,156,171 -
Share of results of associates 7 932,299 440,406
Dividend income 351,750 335,000
Realised gain on sale of investments carried at fair - 60,269
value through
income statement
Unrealised (loss) gain from investments carried at fair (3,519,704)
value through income statement 3,322,045
Foreign exchange gain 8,036 13,487
Interest income 334,309 9,809
Other income 35,721 -
2,298,582 4,181,016
EXPENSES
Administrative expenses (501,611) (265,383)
Finance cost (607,771) (334,265)
(1,109,382) (599,648)
Profit before contribution to Kuwait Foundation 1,189,200 3,581,368
for the Advancement of Sciences (KFAS), National
Labour Support Tax (NLST), Zakat and Directors’
fees
Contribution to KFAS (10,703) (32,232)
National Labour Support Tax (25,614) (89,534)
Zakat 3 (717) -
Directors’ fees (35,000) (35,000)
PROFIT FOR THE YEAR 1,117,166 3,424,602
BASIC AND DILUTED EARNINGS PER SHARE 4 1.86 fils 5.70 fils




CONSOLIDATED BALANCE SHEET

At 31 December 2007

ASSETS
Cash and cash equivalents

Investments carried at fair value through income

statement

Investment in associates
Other assets
Furniture and equipment

TOTAL ASSETS

EQUITY AND LIABILITIES

Equity

Share capital

Statutory reserve

Voluntary reserve

Foreign currency translation reserve
Retained earnings

Total equity
Liabilities
Borrowings
Other liabilities

Total liabilities

TOTAL EQUITY AND LIABILITIES

Sheikh Duaij Khaleefah M. Al. Sabah

Chairman

Notes

©

2007 2006

KD KD
41,036,110 1,589,244
21,108,776 23,067,813
1,216,464 6,435,701
349,263 84,527
27,984 33,025
63,738,597 31,210,310
58,727,613 15,375,000
1,116,742 997,822
1,116,742 997,822
173,507 274,975
2,365,783 4,561,457
63,500,387 22,207,076
- 8,662,396

238,210 340,838
238,210 9,003,234
63,738,597 31,210,310
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Ahmed M. Al Ajlan

Vice Chairman
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2007
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CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2007

2007 2006
Notes KD KD
OPERATING ACTIVITIES
Profit for the year 1,117,166 3,424,602
Adjustment for:
Depreciation 12,731 12,308
Gain on sale of investment in an associate (4,156,171) -
Unrealised loss (gain) from investments carried
at fair value through income statement 3,519,704 (3,322,045)
Share of results of associates (932,299) (440,406)
Finance cost 607,771 334,265
168,902 8,724
Changes in operating assets and liabilities
Investments carried at fair value through income (279,826) (6,052,370)
statement
Other assets (264,736) 12,490
Other liabilities (102,628) 88,477
Net cash used in operating activities (478,288) (5,942,679)
INVESTING ACTIVITIES
Purchase of furniture and equipment (7,690) (4,486)
Proceeds from sale of investment in associate 7 9,168,668 -
Acquisition of investment in associates 7 (243,270) (1,014,731)
Net cash from (used in) investing activities 8,917,708 (1,019,217)
FINANCING ACTIVITIES
Share capital called 8 40,377,613 -
Borrowings (repaid) obtained (8,662,396) 8,662,396
Dividends paid (100,000) (125,000)
Finance cost paid (607,771) (278,447)
Net cash from financing activities 31,007,446 8,258,949
INCREASE IN CASH AND CASH 39,446,866 1,297,053
EQUIVALENTS
Cash and cash equivalents at 1 January 1,589,244 292,191
CASH AND CASH EQUIVALENTS AT 31 5 41,036,110 1,589,244
DECEMBER
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INCORPORATION AND PRINCIPAL ACTIVITIES

Iraq Holding Company K.S.C. (Closed) (“the Parent Company”) was incorporated on 29
November 1998 under the Commercial Companies Law No. 15 of 1960 and amendments

thereto.

The registered office of the Parent Company is at Monther Tower, Al Sour Street, Al Quibla,
P.O.Box 28341, Safat 13144, Kuwait.

The principle licensed activities of the Parent Company and its subsidiaries (together
referred to as “the Group”) are the acquisition and lease out of patent rights and trade and
industrial marks, ownership of real estate properties within the limits permitted by law and
investment activities. The Parent Company was listed in the Kuwait Stock Exchange on
26 December 2005.

The consolidated financial statements were authorised for issue by the Board of Directors
on 5 March 2008.

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The consolidated financial statements are prepared under the historical cost convention
modified to include the measurement at fair value of investments carried at fair value through

income statement.

The consolidated financial statements have been presented in Kuwaiti Dinars (KD), which

is the functional currency of the Parent Company.

Statement of compliance

The consolidated financial statements of the Iraq Holding Company K.S.C. (Closed) and
subsidiaries (the “Group”) have been prepared in accordance with International Financial
Reporting Standards (IFRS) and applicable requirements of Ministerial Order No. 18 of
1990.

Changes in accounting policies

The accounting policies are consistent with those used in the previous financial year except

as follows:

The Group has adopted the following new applicable and amended IFRS during the year.
Adoption of these revised standards did not have any material effect on the consolidated

financial statements of the Group. They did however give rise to additional disclosures.
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2- SIGNIFICANT ACCOUNTING POLICIES

o IFRS 7  Financial Instruments: Disclosures

o IAS 1 Amendment—Presentation of Financial Statements

International Financial Reporting Standard (IFRS) 7: Financial Instruments
Disclosures

IFRS 7 Financial Instruments: Disclosures was issued by the IASB in August 2005,
becoming effective for periods beginning on or after 1 January 2007. The standard requires
additional disclosures that enable users to evaluate the significance of the Group’s financial

instruments and the nature and extent of risks arising from those financial instruments.

International Accounting Standard (IAS) 1: Presentation of financial Statements
(amended)

Amendments to IAS 1 presentation of Financial Statements were issued by the IASB as
Capital Disclosures in August 2005. They are required to be applied for periods beginning
on or after 1 January 2007. These amendments require the Group to make new disclosures
to enable users of the financial statements to evaluate the Group’s objectives, policies and
processes for managing capital.

The following International Accounting Standards Board (“IASB”) Standards and
Interpretations applicable to the Group have been issued but are not yet mandatory,

and have not yet been adopted by the Group:

IFRS 8 "Operating Segments"

The application of IFRS 8, which will be effective for the annual periods beginning on or after
1 January 2009, will result in disclosure of information to evaluate the nature and financial
effects of the business activities in which it engages and the economic environments in

which it operates.

IAS 1 "Presentation of Financial Statements" (Revised)
The application of IAS 1 (Revised), which will be effective for the annual periods beginning
on or after 1 January 2009, will impact the presentation of consolidated financial statements

to enhance the usefulness of the information presented.

Basis of consolidation

The consolidated financial statements comprise the financial statements of Iraq Holding
Company K.S.C. (Closed) and its subsidiaries at 31 December 2007. 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 the
subsidiaries are prepared for the same reporting period as the Parent Company, using
consistent accounting policies. Adjustments are made to bring into line any dissimilar

accounting policies that may exist.
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2-  SIGNIFICANT ACCOUNTING POLICIES (continued)

The subsidiaries are consolidated from the date on which control is transferred to the
Group and cease to be consolidated from the date on which control is transferred out of
the Group. Where there is a loss of control or disposal of a subsidiary, the consolidated
financial statements include the results for the part of the reporting period until the date
of disposal.

The financial statements of the subsidiaries are consolidated on a line-by-line basis by
adding together like items of assets, liabilities, income and expenses.

All intercompany balances and transactions, including unrealised profits arising from intra-
Group transactions, have been eliminated in full. Unrealised losses are eliminated unless

costs cannot be recovered.

Details of subsidiaries are as follows:

Percentage of

Principal Country of .
L - . . . ownership and
Name of subsidiary activity incorporation .
voting power
2007 2006

Al-Marsa Al-Azraq General Trading and
Trading and contracting Kuwait 100% 100%
Co tractln? . -
Al-Sahab A Ablad institutes Education and training
for National Kuwait 100% 100%
Training W.L.L ) .
Al-Forat'/Al-Azraq Project Project management Kuwait 100% 100%
Xﬁ?hg ?% \élayéhaa Trading and
General Trading and contracting Iraq 100% 100%
C ntractln%\lelte )

hoyoul’Al-Arabia General Trading and
Tradmg and contracting Iraq 100% 100%

ntracting Limj
? ajr FT%arlwa General Trading and
Trading and contracting Iraq 100% 100%

tracti te
/-&-O art?e?s",&q k/lg]r%eer General Trading and
Trading and contracting Iraq 100% 100%

Contracting Limited

Financial instruments

Cash and cash equivalents

Cash and cash equivalents comprise bank balances, short term deposits and cash held
in portfolios which is a short term highly liquid investment readily convertible to known

amount of cash and subject to insignificant risk of changes in value.

Investments

Investments are recognized and derecognized on a trade date basis where the purchase
or sale of an investment is under a contract whose terms require delivery of the investment
within the timeframe established by the market concerned, and are initially measured at

fair value.
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2-  SIGNIFICANT ACCOUNTING POLICIES (continued)

The Group has classified all of its investments as investments carried at fair value
through income statement. Financial assets are classified as at fair value through income
statement where the financial asset is either held for trading or it is designated as at fair
value through income statement.

A financial asset is classified as held for trading if it has been acquired principally for the
purpose of selling in the near future; or it is a part of an identified portfolio of financial
instruments that the Group manages together and has a recent actual pattern of short-

term profit-taking.

A financial asset other than a financial asset held for trading may be designated as at fair
value through income statement upon initial recognition if such designation eliminates or
significantly reduces a measurement or recognition inconsistency that would otherwise
arise; or the financial asset forms part of a Group of financial assets or financial liabilities
or both, which is managed and its performance is evaluated on a fair value basis, in
accordance with the Group’s documented risk management or investment strategy, and
information about the grouping is provided internally on that basis.

Financial assets at fair value through income statement are stated at fair value, with any
resultant gain or loss recognised in the income statement. For investments traded in
organised financial markets, fair value is determined by reference to the last quoted bid
price 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 reference to
the current market value of another instrument which is substantially the same or is based

on the expected cash flows or the underlying net asset base of the investment.

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

Bank borrowings

Interest-bearing bank loans and overdrafts are initially measured at fair value, and are
subsequently measured at amortised cost, using the effective interest rate method.
Any difference between the proceeds (net of transaction costs) and the settlement or
redemption of borrowings is recognised over the term of the borrowings in accordance
with the Group’s accounting policy for borrowing costs (see below).

Investment in associates

An associate is an entity over which the Group is in a position to exercise significant
influence, but not control or joint control, through participation in the financial and operating
policy decisions of the investee. The results and assets and liabilities of associates are
incorporated in these consolidated financial statements using the equity method of

accounting.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in associates are carried in the balance sheet at cost as adjusted by post-
acquisition changes in the Group’s share of the net assets of the associate, less any

impairment in the value of individual investments.

Any excess of the cost of acquisition over the Group’s share of the fair values of the
identifiable net assets of the associate at the date of acquisition is recognised as goodwill
which is included in the carrying value of the investment. Any deficiency of the cost of
acquisition below the Group’s share of the fair values of the identifiable net assets of the
associate at the date of acquisition (i.e. discount on acquisition) is credited to income

statement in the period of acquisition.

Where the Group transacts with an associate, profits and losses are eliminated to the
extent of the Group’s interest in the relevant associate. Losses may provide evidence of
an impairment of the asset transferred in which case appropriate provision is made for

impairment.

Furniture and equipment

Furniture and equipment are stated at cost less accumulated depreciation and any
accumulated impairment losses. Cost includes the purchase price and directly associated
costs of bringing the asset to a working condition for its intended use. Depreciation is
calculated based on the estimated useful lives of the applicable assets on a straight-line
basis. Maintenance and repairs, replacements and improvements of minor importance
are expensed as incurred. Significant improvements and replacement of assets are
capitalized. Gains or losses on the retirement or disposal of assets are included in the

consolidated income statement in the period in which they arise.

Revenue recognition
Interest income is accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable. Dividend income is recognised when the

shareholders’ rights to receive payment have been established.

Foreign currencies

The individual financial statements of each entity in the Group are presented in the currency
of the primary economic environment in which the entity operates (its functional currency).
For the purpose of the consolidated financial statements, the results and financial position
of each entity are expressed in Kuwaiti Dinars (“KD”), which is the functional currency
of the Parent Company, and the presentation currency for the consolidated financial

statements.
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2-  SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency transactions are recorded in Kuwaiti Dinars at the approximate rates of
exchange prevailing at the date of the transactions. Exchange differences arising on the
settlement of monetary items, and on the retranslation of monetary items, are included
in profit or loss for the period. Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in the consolidated income statement
for the period except for differences arising on the retranslation of non-monetary items in
respect of which gains and losses are recognised directly in equity. For such non-monetary
items, any exchange component of that gain or loss is also recognised directly in equity.

For the purpose of presenting consolidated financial statements, the assets and liabilities
of the Group’s foreign operations are expressed in Kuwaiti Dinars using exchange rates
prevailing on the balance sheet date. Income and expense items are translated at the
average exchange rates for the period. Exchange differences arising, if any, are classified
as equity and transferred to the Group’s translation reserve. Such translation differences

are recognised in profit or loss in the period in which the foreign operation is disposed of.

Borrowing costs
Borrowing costs are recognised in the consolidated income statement in the period in

which they are incurred.

Impairment of financial assets

Financial assets, other than those at fair value through consolidated income statement, are
assessed for indicators ofimpairment at each balance sheet date. Financial assets are impaired
where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have
been impacted. For financial assets carried at amortised cost, the amount of the impairment is
the difference between the asset’s carrying amount and the present value of estimated future
cash flows, discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for
all financial assets with the exception of trade receivables where the carrying amount is
reduced through the use of an allowance account. When a trade receivable is uncollectible,
it is written off against the allowance account. Changes in the carrying amount of the

allowance account are recognised in the consolidated income statement.

Impairment of financial assets (continued)

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed through the consolidated income
statement to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortised cost would have been had

the impairment not been recognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of tangible and intangible assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If 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 Group

estimates the recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. 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. If the recoverable amount of an asset (or cash-
generating unit) is estimated to be less than its carrying amount, the carrying amount of
the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss

is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset (cash-generating unit)

in prior years. A reversal of an impairment loss is recognised as income immediately.

Critical judgements in applying the Group’s accounting policies
In the process of applying the Group’s accounting policies, 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
The classification of investments depends on the nature and purpose of the investments
and is determined at the time of initial recognition. The Group classifies all its investments

as investments carried at fair value through consolidated income statement.

Key sources of 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 instrument that is

substantially the same; the expected cash flows discounted at current rates applicable for
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items with similar terms and risk characteristics; or other valuation models.

Impairment of financial assets

The Group’s management reviews periodically items classified as financial assets to
assess whether a provision for impairment should be recorded in the consolidated income
statement. Management estimates the amount and timing of future cash flows when
determining the level of provisions required. Such estimates are necessarily based on

assumptions about several factors involving varying degrees of judgment and uncertainty.

3- ZAKAT

Effective from 10 December 2007, the Group has provided for Zakat in accordance with the
requirements of Law No. 46 of 2006. The Zakat charge calculated in accordance with these

requirements is charged to the consolidated income statement.

4 BASIC AND DILUTED EARNINGS PER SHARE

Earnings per share are computed by dividing profit for the year by the weighted average
number of shares outstanding during the year.

There are no dilutive potential ordinary shares. The information necessary to calculate
basic earnings per share based on the weighted average number of shares outstanding

during the year is as follows:

2007 2006

KD KD

Profit for the year 1,117,166 3,424,602
Weighted average number of ordinary shares outstanding 600,000,000 600,000,000
Earnings per share 1.86 fils 5.70 fils

5- CASHAND CASH EQUIVALENTS

2007 2006

KD KD

Bank balances 315,727 673,016
Short term deposits 820,383 306,202
Cash held as part of a managed portfolio 39,900,000 610,026

41,036,110 1,589,244

The Parent Company’s shortterm deposits are placed with local banks and are denominated
in local currency. The short term deposits earn an average interest rate of 5.5% in 2007
(2006: 5.313%) per annum, with an original maturity within three months.

Cash held as part of a managed portfolio is managed by Zumorroda Investment Company
K.S.C. (Closed), a related party (Note 11).



26 IRAQ HOLDING

2007

6-  INVESTMENTS CARRIED AT FAIR VALUE THROUGH INCOME STATEMENT

2007 2006
KD KD
Designated at fair value on initial recognition:
Foreign quoted equity securities 3,317,526 1,212,313
Local quoted equity securities 2,480,000 2,800,000
Local unquoted equity securities 15,311,250 19,055,500
21,108,776

23,067,813

The fair value of local unquoted equity securities have been determined based on recent
transaction prices in the secondary market as advised by the investment manager. The

foreign quoted equity securities are traded on the Iragi Stock Exchange.

7- INVESTMENT IN ASSOCIATES

The investment in associates at 31 December 2007 is as follows:

Percentage of ownership

Name of company , Country ?f and Principal
incorporation . .
____ votingpower  activity
2007 2006
Al Ameen Insurance Iraq 39.1% 35.5% Insurance
Company (Private)
Al Ameen Real Estate
Investment Company Iraq 48.68% 47.43% Real
(Private) Estate
Bank of Baghdad Iraq - 24.35%  Banking
Carrying amount of investment in associates:
2007 2006
KD KD
At 1 January 6,435,701 4,705,589
Additions 243,270 1,014,731
Disposal (6,293,338) -
Exchange differences arising on translation of foreign operations (101,468) 274,975
Share of results for the year 932,299 440,406
1,216,464 6,435,701
Share in net asset value of the associates 889,431 4,087,662
Goodwiill 327,033 2,348,039

1,216,464

6,435,701
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- The fair value of shares in the associates with carrying values of KD 1,216,464 as of 31
December 2007 is KD 2,710,008 (2006: KD 6,685,929) based on quoted market prices.

- The Parent Company’s share of results in the associates of KD 932,299 was calculated
based on last available financial statements of these associates as of 30 September
2007. In the opinion of the Parent Company’s management, there were no significant
events or transactions in the months following the year end of the associates. In addition,
the management does not expect any material differences in the figures in case audited
financial statements would have been available as at 31 December 2007 in respect of the

associates.

During the last quarter of 2007, the Group sold 20% of its interest in Bank of Baghdad for
a consideration of KD 9,168,668 which resulted in a gain of KD 4,156,171. As a result of
this sale, the remaining interest of 4.35% were transferred to investments carried at fair
value through income statement and is accounted for in accordance with International
Accounting Standard 39 from the date Bank of Baghdad ceased to be an associate on

account of loss of significant influence.

Summarised financial information in respect of the Group’s share of associates is set out

below:

2007 2006

KD KD

Total assets 76,972,412 69,352,253
Total liabilities (57,202,037) (46,853,343)
Net assets 19,770,375 22,498,910
Revenue 5,884,217 3,608,009
Profit (loss) for the year 4,563,382 572,850
Share of results of associates 932,299 440,406

Share of results of associates for the year includes KD 975,877 of Bank of Baghdad which

was sold during the current year.
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8- SHARE CAPITAL
2007 2006
KD KD
Authorised and issued capital:
600 million ordinary shares of par value KD 0.100 each 60,000,000 60,000,000
Paid capital:
Fully paid capital 58,727,613 500,000

Partially paid capital 1,272,387 14,875,000

10 -

60,000,000 15,375,000

- During the year, the Parent Company has increased its capital according to the Annual
General Assembly held on 30 April 2007, which approved the Board of Directors proposal to
increase capital by KD 2,975,000 through distributing profits of 5 fils per share for partly paid
shares of 595,000,000 shares making the partly paid up capital 30 fils per share.

- On 25 October 2007, the Board of Directors called up the remaining 70% on the partially
paid shares, accordingly the total collection proceeds up to 31 December 2007 amounting
to KD 40,377,613 has been credited to the share capital.

STATUTORY RESERVE

In accordance with the Commercial Companies Law, 10% of the profit for the year before
contribution to Kuwait Foundation for the Advancement of Sciences, National Labour
Support Tax, Zakat and Directors’ fees has been transferred to statutory reserve. The
Parent Company may resolve to discontinue such annual transfers when the reserve
totals 50% of the paid up share capital. Distribution of the 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 accumulated profits are not sufficient for the payment of a dividend of that

amount.
VOLUNTARY RESERVE

In accordance with the parent Company’s Articles of Association, 10% of profit for the
year before contribution to Kuwait Foundation for the Advancement of Sciences, National
Labour Support Tax, Zakat and Directors’ fees is to be transferred to the voluntary reserve.
This transfer may be stopped by a resolution adopted by the ordinary assembly as
recommended by the Board of Directors. There are no restrictions on distributions from

the voluntary reserve.
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11- RELATED PARTY TRANSACTIONS

Related parties consist of partners, directors and executive officers of the Group, their
families and companies of which they are the principal owners. All related party transactions

approximate arms length terms and are approved by the Group’s management.

The related party transactions and balances included in the consolidated financial

statements are as follows:

2007 2006
KD KD

Balances included in the consolidated balance sheet:
Cash held as part of a managed portfolio 39,900,000 610,026
Investments carried at fair value through income statement

(portfolio managed by a related party) ) 16,162,388
Amount due to related party - 48,538
Borrowings - 3,000,000
Transactions included in the consolidated income

statement:

Realised gain on investments carried at fair value through ) 206
income statement

Unrealised gain on investments carried at fair value through

. . - 4,302,300
income statement (portfolio managed by related party)

Interest income 191,301 -
Finance cost 276,965 48,102

There was no compensation to key management personnel during the year.

12- DIVIDENDS

No dividends have been proposed by the Board of Directors for the year ended 31 December
2007 and this proposal is subject to the approval of the Annual General Assembly Meeting.
Directors’ remuneration of KD 35,000 is within the amount permissible under local regulations
and is subject to approval by the annual general assembly of the shareholders of the parent
company.

During the year, the Parent Company has distributed profits for the year ended 31
December 2006 according to the Annual General Assembly held on 30 April 2007, which
approved the Board of Directors proposal to distribute profits as follows:

- 5 fils per share for partly paid shares (20%) to be added to partly paid up capital making
the partly paid up capital 30 fils per share.

- Cash dividends of 20 fils per share for fully paid shares (5 million shares).
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SEGMENTAL INFORMATION

The Group is primarily engaged in investing activities. Geographically, all assets of the Group
are located in the Middle East and all income from operations of the Group is from activities
in the State of Iraq except for net investment loss amounting to KD 3,689,971 (31 December

2006: net investment profit amounting to KD 4,302,300) which relates to activities in Kuwait.

RISK MANAGEMENT

Risk is inherent in the Group’s activities but it is managed through a process of ongoing
identification, measurement and monitoring, subject to risk limits and other controls. This
process of risk management is critical to the Group’s continuing profitability and each
individual within the Group is accountable for the risk exposures relating to his or her
responsibilities. The Group is exposed to liquidity risk and market risk, the latter being
subdivided into interest risk, foreign currency risk and equity price risk. It is also subject
to operating risks. The independent risk control process does not include business risks
such as changes in the environment technology and industry. They are monitored through

the Group’s strategic planning process.

CREDIT RISK

Credit risk arising from the financial assets of the Group, which comprise cash and cash
equivalents, and other assets, the group’s exposure to credit risk arising from default
of the counterparty, with a maximum exposure equal to the carrying amount of these
instruments.

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss. The Group manages credit
risk by setting limits for individual counter-parties, and groups of counter-parties and for
geographical and industry segments. The Group also monitors credit exposures, and
continually assesses the creditworthiness of counterparties.

Maximum exposures to credit risk without taking account of any collateral and other
credit enhancements. The table below shows the maximum exposure to credit risk for the
components of the balance sheet.

The maximum exposure is shown gross, before the effect of mitigation through the use of

master netting and collateral agreements (if any).

Gross maximum Gross maximum
exposure 2007 exposure 2006
KD KD

Cash and cash equivalents (excluding cash on hand) 41,034,837 1,588,070
Other assets 349,263 84,527

Total credit risk exposure 41,384,100 1,672,597
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Where financial instruments are recorded at fair value the amounts shown above represent

the current credit risk exposure but not the maximum risk exposure that could arise in the

future as a result of changes in values. For more detail on the maximum exposure to credit

risk for each class of financial instrument, references shall be made to the specific notes.

Risk concentrations of the maximum exposure to credit risk

The Group’s financial assets, before taking into account any collateral held or other credit

enhancements, can be analysed by the following geographical regions and industrial sectors:

Kuwait
Iraq

Banking
and
financial Others
services
2007 2007
KD KD
40,875,544 306,588
159,293 42,675
41,034,837 349,263

Banking
and
Total financial Others Total
services
2007 2006 2006 2006
KD KD KD KD
41,182,132 1,393,403 39,773 1,433,176
201,968 194,667 44,754 239,421
41,384,100 1,588,070 84,527 1,672,597

Credit quality per class of financial assets

The credit quality of financial assets is managed by the Company using internal credit

ratings. The table below shows the credit quality by class of asset for related balance sheet

lines, based on the Company’s credit rating system.

Cash and cash equivalents
Other assets

Cash and cash equivalents
Other assets

Neither past due nor impaired

High Standard  Past due or Total
Grade grade Impaired
2007 2007 2007 2007
KD KD KD KD
975,544 40,059,293 - 41,034,837
- 349,263 - 349,263
975,544 40,408,556 - 41,384,100
Neither past due nor impaired
High Standard Past due or Total
Grade grade Impaired
2006 2006 2006 2006
KD KD KD KD
1,393,403 194,667 - 1,588,070
- 84,527 - 84,527
1,393,403 279,194 - 1,672,597
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LIQUIDITY RISK

Liquidity risk is the risk that the Group will be unable to meet its net funding requirements.
Liquidity risk can be caused by market disruptions or credit downgrades which may cause
certain sources of funding to dry up immediately. To guard against this risk, management
has diversified funding sources and assets are managed with liquidity in mind, maintaining
a healthy balance of cash and cash equivalents, and readily marketable securities.

The table below summarises the maturity profile of the Group’s undiscounted financial

liabilities at 31 December 2007 based on contractual undiscounted repayment obligations.

From one
month to one  More than
year one year Total
KD KD KD

LIABILITIES
Other liabilities 238,210 - 238,210

238,210 - 238,210

The maturity profile at 31 December 2006 was as follows:

From one month More than one
to one year year Total
KD KD KD

LIABILITIES

Borrowings 9,325,986 - 9,325,986
Other liabilities 285,019 - 285,019

17 -

18

9,611,005 - 9,611,005

MARKET RISK

Market risk is the risk that the value of an asset will fluctuate as a result of changes
in market variables such as interest rates, foreign exchange rates, and equity prices,
whether those changes are caused by factors specific to the individual investment or its
issuer or factors affecting all investments traded in the market.

Market risk is managed on the basis of pre-determined asset allocations across various
asset categories, diversification of assets in terms of geographical distribution and industry
concentration, a continuous appraisal of market conditions and trends and management’s

estimate of long and short term changes in fair value.
INTEREST RATE RISK

Interest rate risk arises from the possibility that changes in interest rates will affect future
profitability or the fair values of financial instruments. The Group is exposed to interest rate
risk as a result of mismatches of interest rate re-pricing of assets and liabilities. It is the
Group's policy to manage its interest cost using a mix of fixed and variable rate debts.
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The Group is exposed to interest rate risk on its interest bearing assets (bank balances
and bank deposits).
The following table demonstrates the sensitivity of the consolidated income statement to

reasonably possible changes in interest rates, with all other variables held constant.

The sensitivity of the consolidated income statement is the effect of the assumed changes
in interest rates on the Group’s profit before KFAS, NLST, Zakat and directors fees for
one year, based on the floating rate financial assets and financial liabilities held at 31
December 2007. There is no impact on equity.

Effect on profit
before KFAS, NLST,
Zakat and directors fees for the year

Increase/decrease
in basis points

2007

KD .25 83,577
KD 25 (83,577)
2006

KD 25 2,452
KD 25 (2,452)

19 - FOREIGN CURRENCY RISK

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates.

Currency risk is managed on the basis of limits determined by the Group’s Board of
Directors and a continuous assessment of the Group’s open positions and current and
expected exchange rate movements. Management believes that there is minimal risk of
significant losses due to exchange rate fluctuations and consequently the Group does not
hedge foreign currency exposures.

The effect on the Group’s profit before KFAS, NLST, Zakat and directors fees (due to
change in the fair value of monetary assets and liabilities) and on equity, as a result of

change in currency rate, with all other variables held constant is shown below:

2007 2006
Effect Effect on
on profit :
before P ro}g;:f\esfore
Change in l:’IZ‘S?Z E’Z‘:’Ct Change in NLST Effect on
currency 5t and equit currency Zakat and equity
Currency  ratein % directors ?(Dy rate in % directors KD
fees fees
KD KD
IQD +10% 191,321 32,276 +10% 650,504 65,187
-10% (191,321) (32,276) -10% (650,504) (65,187)
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EQUITY PRICE RISK

Equity price risk arises from changes in the fair values of equity investments. Equity price
risk is managed by the management of the Parent Company. The unquoted equity price
risk exposure arises from the Group’s investment portfolio. The Group manages this
through diversification of investments in terms of geographical distribution and industry

concentration.

The majority of the Group’s quoted investments are listed on the Iraq Stock Exchange, for
which the beta is not available. The effect on the Group’s profit (as a result of a change in
the fair value of investments carried at fair value through consolidated income statement at
31 December 2007), other than the investments listed on the Iraq Stock Exchange, due
to a reasonably possible change in market indices, with all other variables held constant

is as follows:

2007 2006
Effect on profit Effect on profit
Change in before KFAS Change in before KFAS ,
equity NLST, Zakat and equity NLST, Zakat and
A price directors fees price directors fees
Market indices % KD o KD
Kuwait +5 858,090 +5 1,032,575
-5 (858,090) -5 (1,032,575)
Iraq +10 331,753 +10 121,231
-10 (331,753) -10 (121,231)
21 - FAIRVALUE OF FINANCIAL INSTRUMENTS

The fair values of financial instruments are not materially different from their carrying

values at the balance sheet date.
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