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Financial Trends

Operating Revenues
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The Chairman’s Message & Report

2004 was another strong year for PWC Logistics. Building on its momentum from 2003,
the company grew significantly in many dimensions. Financially, operating revenue
increased 226% to KWD144 million and net income rose 153% to KWD99 million.
Operationally, the company increased its headcount to 5,005 employees, grew its vehicle
fleet to over 2,500 trucks, and expanded its warehouse storage space to over 1 million
square meters. And geographically, including the recent acquisition of the Trans-Link
Group, the company added 20 new countries to its global logistics network.

Following is a brief summary of the main highlights of the company’s core businesses:

Supply Chain Services

Revenues from our Logistics and Supply Chain businesses grew 347%, to KWD122 million,
as a result of expansion of activities across all sectors.
Major highlights include the following:

« Despite sometimes challenging conditions, the company continued to provide superior
customer service in the execution of the Prime Vendor contract. The Defense Logistics
Agency (DLA) recognized the hard work and dedication of our employees
by naming us “New Contractor of the Year” for 2004.

» The company continued to expand its supply network in the Middle East through joint
ventures and acquisitions.

- Joint ventures were established with the Jawad Business Group in Bahrain, WJ Towell
& Co. in Oman, and the Al Faisaliah Group and the Al Munajem Group in Saudi
Arabia.

- The company purchased Spinneys warehousing facility in Lebanon and Spinneys
signed a long-term agreement with the company for warehousing and distribution
services.

« The Global Institute of Logistics named the company “Best 3PL in the GCC” for
2004-2005.

« The company continued to evaluate acquisitions, both regionally and globally, as
management is convinced that such investments can add significant shareholder value
in the long run.
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Facilities Management & Development

Revenues from our Facilities Management & Development business grew 19% to KWD16.9
million. Key highlights include the following:

< Within a period of nine months, the company designed and constructed its largest
warehousing and storage complex, measuring over 100,000 square meters, at Mina
Abdullah in Kuwait. This facility is completely occupied.

« The company continued its property enhancement program. The company also
continued in its efforts to solidify future expected revenues by converting short-term
contracts to long-term ones and increasing its average rental rates.

= The company continued to experience strong occupancy rates for existing facilities and
high demand for newly developed ones.

The Customs Modernization & Consulting Business

Our Customs Modernization & Consulting Business continues to gain traction.
Significant achievements include:

» The Kuwait General Administration for Customs awarded Global Clearinghouse Systems,
a joint venture in which PWC is the majority shareholder, a 25-year build, operate and
transfer (BOT) contract to modernize and manage the Kuwait Customs operations.
The company’s proprietary MicroClear customs management solution will be the
underlying technology for the entire operation.

« MicroClear was installed and is now running at the Pakistan Customs operations.

< MicroClear was a featured solution at the 2004 World Customs Organization (WCO)
IT Symposium in Kuala Lumpur, Malaysia.

The Board of Directors of our company has recommended a 45% stock dividend.

Finally, I would like to take this opportunity to thank the company’s employees and its

board members for their significant accomplishments and overall commitment to the
success of the company.

Tarek Abdul Aziz Sultan Al-Essa

Chairman and Managing Director







| PWC LOGISTICS 2004 Annual Report

Auditor’s Report

Sl ErnsT & YOUNG Al-Bazie & Co.

Al-Aiban, Al-Osaima & Partners Member of RSM International

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
THE PUBLIC WAREHOUSING COMPANY - K.S.C.

We have audited the accompanying consolidated balance sheet of The Public Warehousing Company - K.S.C. (the parent company)
and its subsidiaries (the group) as of 31 December 2004 and the related consolidated statements of income, cash flows and changes
in shareholders’ equity for the year then ended. These consolidated financial statements are the responsibility of the parent
company’s management. 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 plan and perform
the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statements presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the group as
of 31 December 2004, and the results of its operations and cash flows for the year then ended in accordance with International
Financial Reporting Standards.

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 parent company’s articles of association have occurred during the year ended 31 December 2004 that might have had a material
effect on the business of the group or on its financial position.

Without qualifying our opinion, we draw attention to note 27 to the consolidated financial statements. A claim has been filed by
and against the company with respect to a major contract. As of the balance sheet date, legal proceedings are still in progress,
the outcome of which, and the ultimate effect on the consolidated financial statements, if any, cannot presently be determined.
Based on the advice of legal counsel and the grounds set out in the note, no provision has been made in the consolidated financial

statements.

WALEED A. AL OSAIMI NAYEF M. Al-BAZIE
LICENCE NO. 68 A LICENCE NO. 91 A
OF ERNST & YOUNG Al-Bazie & Co.

Member of RSM International

22nd February 2005 - Kuwait




CONSOLIDATED BALANCE SHEET

At 31 December 2004
2004 2003

Note KD KD
ASSETS
Current assets
Cash and cash equivalents 3 17,901,065 2,395,570
Accounts receivable - net 4 67,088,334 25,807,024
Inventories 5 66,909,668 23,868,308
Other current assets 6 9,953,466 7,275,775
Total current assets 161,852,533 59,346,677
Non current assets
Investment in joint ventures 7 985,829 953,490
Investments available for sale 8 3,367,569 3,147,926
Investment in associate 9 752,208 262,000
Investment properties 10 113,410,417 75,366,439
Fixed assets 11 58,407,203 19,134,543
Projects in progress 12 38,690,126 4,057,609
Goodwiill 13 3,399,385 9,189,334
Total non current assets 219,012,737 112,111,341
TOTAL ASSETS 380,865,270 171,458,018
LIABILITIES, MINORITY INTEREST AND SHAREHOLDERS’ EQUITY
Current liabilities
Accounts payable and other credit balances 14 98,955,953 27,619,728
Short term loans and current portion of term loans 15 35,005,131 14,036,217
Taxes payable 16 3,270,696 950,412
Dividends payable to shareholders 1,873,533 1,765,999
Total current liabilities 139,105,313 44,372,356
Non current liabilities
Term loans 15 11,658,813 3,250,000
Bonds 17 22,117,414 7,200,891
Provision for end of service indemnity 1,302,259 759,683
Total non current liabilities 35,078,486 11,210,574
Minority interest 3,378,019 2,225,111
Shareholders' equity:
Share capital 18 42,663,155 35,552,629
Statutory reserve 19 22,106,870 11,925,754
Treasury shares 20 (1,959,712) (1,959,712)
Foreign currency translation adjustments (581,925) (401,724)
Retained earnings 141,075,064 68,533,030
Total shareholders' equity 203,303,452 113,649,977
TOTAL LIABILITIES, MINORITY INTEREST AND SHAREHOLDERS’ EQUITY 380,865,270 171,458,018

The attached notes 1 to 32 form part of these consolidated financial statements.

Tarek Abdul Aziz Sultan Al-Essa

Chairman and Managing Director
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CONSOLIDATED INCOME STATEMENT
Year ended 31 December 2004

2004 2003

Note KD KD
Revenue:
Rental revenue 21 16,907,474 14,209,433
Customs consulting fees 1,524,715 1,834,792
Logistics services 22 122,439,896 27,361,392
Other services 2,696,484 613,837
Total operating revenue 143,568,569 44,019,454
Operating expenses:
Salaries and employee benefits 24,014,925 8,221,614
Professional and legal fees 8,311,398 676,629
Depreciation and amortisation 7,611,526 2,940,041
Travel, transport and marketing 1,626,116 970,492
Rent 1,952,589 2,042,461
Provision for doubtful accounts receivable 4 3,157,370 284,000
Provision for impairment of goodwiill 13 5,277,789 -
Other general and administrative expenses 10,523,622 2,796,968
Total operating expenses 62,475,335 17,932,205
Profit from operations 81,093,234 26,087,249
Other income (expense):
Change in fair value of investment properties 10 22,205,452 14,877,073
Interest income 215,737 37,240
Interest expense (2,219,457) (358,498)
Investment income (loss) 23 560,733 (283,843)
Other income 947,016 150,545
Total other income — net 21,709,481 14,422,517
Profit for the year before income tax and minority interest 102,802,715 40,509,766
Income tax (95,525) (85,824)
Minority interest (1,124,666) (290,130)
Profit for the year 101,582,524 40,133,812
Contribution to Kuwait Foundation for the Advancement
of Sciences (KFAS) (914,571) (348,408)
National Labour Support tax (2,254,350) (858,197)
Directors’ remuneration (140,000) (49,000)
Net profit for the year from ordinary activities 98,273,603 38,878,207
Extraordinary income 24 228,636 115,579
NET PROFIT FOR THE YEAR 98,502,239 38,993,786
Earnings per share 25 237 fils 94 fils

The attached notes 1 to 32 form part of these consolidated financial statements.




CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 December 2004

2004 2003
Note KD KD
OPERATING ACTIVITIES
Profit for the year before income tax and minority interest 102,802,715 40,509,766
Adjustments for:
Provision for end of service indemnity 542,576 205,828
Depreciation and amortisation 7,611,526 2,940,041
Provision for doubtful accounts receivable 3,157,370 284,000
Provision for impairment of goodwill 5,277,789 -
Change in fair value of investment properties (22,205,452) (14,877,073)
Interest income (215,737) (37,240)
Interest expense 2,219,457 358,498
Investment (income) loss (560,733) 283,843
Operating profit before working capital changes 98,629,511 29,667,663
Increase in accounts receivable (44,438,680) (18,997,128)
Increase in inventories (43,041,360) (22,363,465)
Increase in other current assets (2,677,691) (6,041,244)
Increase in accounts payable and other credit balances 70,323,695 20,797,968
Cash from operations 78,795,475 3,063,794
Interest received 215,737 37,240
Interest paid (2,219,457) (358,498)
Payments to KFAS (215,526) (142,993)
National Labour Support tax and income tax paid (14,689) (286,187)
Remuneration paid to Board of Directors (49,000) (35,000)
Cash flow before extraordinary income 76,512,540 2,278,356
Proceeds from UNCC compensation claim 228,636 115,579
Net cash from operating activities 76,741,176 2,393,935
INVESTING ACTIVITIES
Purchase of investment in joint venture (32,339) (352,478)
Proceeds from sale of investment in joint venture - 500,000
Purchase of investments available for sale (15,179) (1,391,381)
Purchase of investment properties - (220,797)
Proceeds from sale of investment properties - 572,826
Purchase of fixed assets (32,218,189) (4,631,396)
Proceeds from disposal of fixed assets - 42,506
Payments for projects in progress (64,569,256) (9,505,027)
Purchase of investment in subsidiary companies, net of cash acquired (133,939) (3,808,870)
Net cash used in investing activities (96,968,902) (18,794,617)
FINANCING ACTIVITIES
Dividends paid to shareholders (8,561,029) (4,627,418)
Proceeds from term loans 29,377,727 14,036,217
Proceeds from issue of bonds 14,916,523 7,198,275
Net cash from financing activities 35,733,221 16,607,074
INCREASE IN CASH AND CASH EQUIVALENTS 15,505,495 206,392
Cash and cash equivalents at beginning of the year 2,395,570 2,189,178
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 3 17,901,065 2,395,570

The attached notes 1 to 32 form part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
Year ended 31 December 2004

Foreign
currency
Share Statutory  Treasury  translation Retained
capital reserve shares  adjustments earnings Total
KD KD KD KD KD KD
Balance at 31 December 2002 32,320,572 7,900,815 (1,959,712) (140,714) 41,524,554 79,645,515
Cash dividends for 2002 - - - - (4,728,314) (4,728,314)
Issue of bonus shares 3,232,057 - - - (3,232,057) -
Net profit for the year - - - - 38,993,786 38,993,786
Transfer to statutory reserve - 4,024,939 - - (4,024,939) -
Foreign currency translation differences - - - (261,010) - (261,010)
Balance at 31 December 2003 35,552,629 11,925,754 (1,959,712)  (401,724) 68,533,030 113,649,977
Cash dividends for 2003 - - - - (8,668,563) (8,668,563)
Issue of bonus shares 7,110,526 - - - (7,110,526) -
Net profit for the year - - - - 98,502,239 98,502,239
Transfer to statutory reserve - 10,181,116 - - (10,181,116) -
Foreign currency translation differences - - - (180,201) - (180,201)
Balance at 31 December 2004 42,663,155 22,106,870 (1,959,712) (581,925) 141,075,064 203,303,452

The attached notes 1 to 32 form part of these consolidated financial statements.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2004

1- INCORPORATION AND ACTIVITIES

2- SIGNIFICANT ACCOUNTING POLICIES

The Public Warehousing Company - K.S.C. (the Parent Company)
was incorporated in 1979 as a Kuwaiti shareholding company.

The main objectives of the Parent Company are as follows:

« Construction, management and renting of all types
of warehouses.

* Warehousing goods under customs' supervision inside
and outside customs areas.

« Investing the surplus funds in investment portfolios.

« Participating in, acquiring or taking over companies of
similar activities or those that would facilitate in
achieving the Company's objectives inside or outside
Kuwait.

« All types of transportation, distribution, handling and
customs clearance for goods.

Through its subsidiaries around the world, the Group is also
engaged in the business of providing customs consulting,
customs automation, modernisation and decision support.

The total number of employees of the Parent Company and
its subsidiaries as at 31 December 2004 is 5,005 employees
(2003: 1,858 employees).

The address of the Parent Company is Sulaibia- Beside Land
Customs Clearing Area - P.O. Box 25418, Safat 13115, Kuwait.

e-mail: investor@pwc.com.kw
Internet: www.pwclogistics.com

The consolidated financial statements were authorised for issue
by the Board of Directors on 22nd February 2005.

The Shareholders’ General Assembly has the power to amend
these consolidated financial statements after issuance.

Basis of presentation

The consolidated financial statements have been prepared in
accordance with Standards issued, or adopted by the
International Accounting Standards Board, and interpretations
issued by the International Financial Reporting Interpretations
Committee and applicable requirements of Ministerial Order
No. 18 of 1990.

The consolidated financial statements have been presented in
Kuwaiti Dinars.

Accounting convention

The consolidated financial statements are prepared under the
historical cost convention modified to include the measurement
at fair value of investments available-for-sale and investment
properties.

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

Principles of consolidation

The consolidated financial statements include the financial
statements of The Public Warehousing Company K.S.C. and its
subsidiaries (the Group), as follows:

« Ostram Holdings Limited (Cayman Islands), wholly
owned subsidiary of The Public Warehousing Company K.S.C.

« ICS Incorporation Limited (United Kingdom), wholly
owned subsidiary of Ostram Holdings Limited.

« ICS Inspection and Control Services Limited
(United Kingdom), wholly owned subsidiary of ICS
Incorporation Limited.

« ICS Inspection and Control Services Limited (USA), wholly
owned subsidiary of ICS Inspection and Control Services
Limited (United Kingdom).

« ICS Inspection and Control Services Pricing Limited
(United Kingdom), wholly owned subsidiary of
ICS Inspection and Control Services Limited
(United Kingdom).

« ICS Technologies Limited, (British Virgin Islands), wholly
owned subsidiary of Ostram Holdings Limited.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2004

< ICS Inspection & Control Services Limited (Bermuda),
53.24% owned by Ostram Holdings Limited.

« Microclear Solutions Limited (British Virgin Islands)
wholly owned subsidiary of Ostram Holdings Limited.

* PWC Technologies Limited (British Virgin Islands) wholly
owned subsidiary of Ostram Holdings Limited.

» Logistic Real Estate Warehousing Company W.L.L.
(Kuwaiti Company) wholly owned subsidiary of The
Public Warehousing Company K.S.C.

 Logistic Warehousing and General Trading and
Contracting Company W.L.L. (Kuwaiti Company) wholly
owned subsidiary of The Public Warehousing Company K.S.C.

* PWC Transport Company W.L.L. (Kuwaiti Company)
wholly owned subsidiary of The Public Warehousing
Company K.S.C.

* Metal & Recycling Company K.S.C (Formerly Kuwait
Metal Collections and Shredding Company K.S.C.),
51.4% owned by The Public Warehousing Company K.S.C.

» Kuwait International Laboratory Company K.S.C., 63%
owned by The Public Warehousing Company K.S.C.

« Real Estate Development Company W.L.L. (Kuwaiti Company),
60% owned by The Public Warehousing Company K.S.C.
and 40% owned by Metal & Recycling Company K.S.C.

* PWC Logistics W.L.L. (British Virgin Islands) wholly
owned subsidiary of The Public Warehousing Company K.S.C.

* PWC Dubai L.L.C., wholly owned subsidiary of PWC
Logistics W.L.L. (British Virgin Islands).

* PWC Global Logistics (Bahrain), 50% owned by
The Public Warehousing Company K.S.C.

* PWC Global Logistics Ltd. (British Virgin Islands) wholly
owned subsidiary of The Public Warehousing Company K.S.C.

* PWC Investments (Lebanon) SARL, 80% owned by PWC
Global Logistics Ltd. (British Virgin Islands)

* PWC Logistics (Oman) LLC, 50% owned by The Public
Warehousing Company K.S.C.

* PWC Logistics (Jordan) Limited (British Virgin Islands),
wholly owned subsidiary of The Public Warehousing
Company K.S.C.

« PWC Warehousing (Jordan) Private Shareholding
Company, wholly owned subsidiary of The Public
Warehousing Company K.S.C.

* PWC Qatar W.L.L. wholly owned subsidiary of The
Public Warehousing Company K.S.C.

« PWC Technology for Computers (Kuwaiti Company),
wholly owned subsidiary of The Public Warehousing
Company K.S.C.

« PWC Turkey Limited, 60% owned by PWC Global
Logistics Ltd. (British Virgin Islands)

« Tristar Energy Limited (British Virgin Islands), 80%
owned by PWC Global Logistics Ltd. (British Virgin
Islands)

e Tristar Transport L.L.C. (Dubai), 80% owned by PWC
Dubai LLC.

« National Aviation Services Company W.L.L. (Kuwaiti
company), 95% owned by The Public Warehousing
Company K.S.C.

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 are included
in the consolidated financial statements from the date that
control effectively commences until the date that control
effectively ceases. Equity and net income attributable to minority
shareholders' interests are shown separately in the consolidated
balance sheet and consolidated income statement, respectively.
Intercompany balances and transactions, including intercompany
profits and unrealised profits and losses are eliminated on
consolidation. Consolidated financial statements are prepared
using uniform accounting policies for like transactions and
other events in similar circumstances.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2004

Cash and cash equivalents

Cash includes cash in hand and at banks. Cash equivalents are
short-term, highly liquid investments that are readily convertible
to known amounts of cash, with original maturities of three
months or less, and that are subject to an insignificant risk of
change in value.

For the purpose of the Consolidated Statement of Cash Flows,
cash and cash equivalents consist of cash and cash equivalents
as defined above, net of any outstanding bank overdrafts.

Accounts receivable

Accounts receivable are stated at original invoice amount less
a provision for any uncollectible amounts. An estimate for
doubtful debts is made when collection of the full amount is
no longer probable. Bad debts are written off as incurred.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs are those expenses incurred in bringing each
product to its present location and condition on a specific
identification basis. Net realisable value is based on estimated
selling price less any further costs expected to be incurred on
completion and disposal.

Joint ventures

Joint ventures are those enterprises over whose activities the
Group has joint control, established by contractual agreement.
The consolidated financial statements include the Group’s
share of the total recognised gains and losses of the joint
venture, under the equity method, from the date that joint
control effectively commences until the date that joint control
effectively ceases. Unrealised gains resulting from transactions
with joint ventures are eliminated against the investment in
the joint venture to the extent of the Group’s share in the
venture. Unrealised losses are eliminated in the same way as
unrealised gains, unless there is an indication of impairment
in value.

Investments available for sale

The Group’s investments are classified as available for sale.
Investments are initially recognised at cost, being the fair value
of the consideration given, which is measured using settlement
date accounting and including all acquisition costs associated
with the investment.

After initial recognition, investments available-for-sale are
measured at fair value. The fair value of investments traded
in recognised financial markets is their quoted market price
based on the last bid price. 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 that is substantially the same or is based on
discounted cash flows. Investments whose fair value cannot
be reliably measured are carried at cost less impairment losses,
if any.

Any gain or loss arising from a change in the fair value of
investments classified as available-for-sale is recognised in the
income statement in the period in which it arises.

Investment in associates

Associates are those enterprises in which the Group has
significant influence, but not control, over the financial and
operating policies. The consolidated financial statements
include the Group’s share of the total recognised gains and
losses of associates, under the equity method of accounting,
from the date that significant influence effectively commences
until the date that significant influence effectively ceases.
Unrealised gains resulting from transactions with associated
companies are eliminated against the investment in the
associates to the extent of the Group’s share in the associates.
Unrealised losses are eliminated in the same way as unrealised
gains unless there is an indication of impairment in value.

Investment properties

Investment properties are initially recorded at cost being the
fair value of the consideration given and including acquisition
charges associated with the investments. After initial
recognition, the properties are remeasured to fair value on an
individual basis with any gain or loss arising from a change in
fair value being included in the income statement in the period
in which it arises.

Fair value is supported by indicative market prices. Periodically,
valuation is carried out by an independent valuer who holds
a recognised and relevant professional qualification and who
has recent experience in the location and category of the
investment property being valued.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2004

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated depreciation
and any impairment in value.

The initial cost of fixed assets comprises their purchase price
and any directly attributable costs of bringing the asset to its
working condition and location. Expenditures incurred after
the fixed assets have been put into operation, such as repairs
and maintenance and overhaul costs, are normally charged to
income in the period in which the costs are incurred. In situations
where it can be clearly demonstrated that the expenditures
have resulted in an increase in the future economic benefits
expected to be obtained from the use of an item of fixed assets
beyond its originally assessed standard of performance, the
expenditures are capitalised as an additional cost of fixed assets.

Fixed assets are depreciated on a straight-line basis over their
estimated useful lives as follows:

Buildings and improvements

Tools, machinery and equipment
Vehicles and ships

Furniture, fixtures, software, computers
and telecommunication equipment

15 to 30 years
2 to 10 years
2 to 10 years
3 to 5 years

The carrying values of fixed assets are reviewed for impairment
when events or changes in circumstances indicate the carrying
value may not be recoverable. If any such indication exists and
where the carrying values exceed the estimated recoverable
amount, the assets are written down to their recoverable
amount.

Goodwill

Goodwill arising on an acquisition represents the excess of the
cost of the acquisition over the fair value of the net identifiable
assets acquired as at the date of the transaction. Goodwill is
stated at cost less accumulated amortisation and impairment
losses. Goodwiill is amortised on a straight-line basis over twenty
years. In the opinion of management, the amortisation period
is appropriate given the nature of the business acquired and
its strong market position. The unamortised balance of goodwill
is reviewed at each balance sheet date to assess the probability
of continuing future benefits. If there is an indication that
goodwill may be impaired, the recoverable amount is
determined for the cash-generating unit to which the goodwvill
belongs. If the carrying amount is more than the recoverable
amount, an impairment loss is recognised in the consolidated
income statement.

Accounts payable

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

Income taxes

Certain of the Parent Company's subsidiaries are subject to
taxes on income in various foreign jurisdictions. Taxes payable
are provided on taxable profits at the current rate in accordance
with the fiscal regulations in the country where the subsidiary
is located. Deferred income tax is provided, using the liabilities
method, on all temporary differences at the balance sheet
date, between the tax base of assets and liabilities and their
carrying amounts for financial reporting purposes, based on
laws that have been enacted at the balance sheet date.

Fixed rate bonds issued

Fixed rate bonds issued are recognised initially at cost being
their issue proceeds less transaction costs. Subsequently fixed
rate bonds issued are carried at amortised cost less amounts
redeemed.

End of service indemnity

Provision is made for amounts payable to employees in
accordance with applicable local labour laws or employee
contracts. This liability, which is unfunded, represents the
amount payable to each employee as a result of involuntary
termination on the balance sheet date, and approximates the
present value of the final obligation.

Provisions

A provision is recognised when, and only when the Group has
a present legal or constructive obligation as a result of a past
event and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation,
and a reliable estimate can be made of the amount of the
obligation. Provisions are reviewed at each balance sheet date
and adjusted to reflect the current best estimate. Where the
effect of the time value of money is material, the amount of
a provision is the present value of the expenditures expected
to be required to settle the obligation.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2004

Treasury shares

Treasury shares consist of the Parent Company’s own shares
that have been issued, subsequently reacquired by the Parent
Company and not yet reissued or cancelled. The treasury shares
are accounted for using the cost method. Under the cost
method, the weighted average cost of the shares reacquired
is charged to a contra equity account. When the treasury shares
are reissued, proceeds in excess of cost are credited to a separate
account in shareholders’ equity (gain on sale of treasury shares)
which is not distributable. Any deficiency in proceeds is charged
to the same account to the extent of the credit balance on that
account. Gains realised subsequently on the sale of treasury
shares are used to offset any previously recorded losses in the
order of reserves, retained earnings and the gain on sale of
treasury shares account. No cash dividends are paid on these
shares. The issuance of bonus shares increases the number of
treasury shares proportionately and reduces the average cost
per share without affecting the total cost of treasury shares.

Income recognition

Rental income is recognised over the period of the rental
contract. Revenue from logistic services is recognised upon
rendering the service and providing the related goods to
customers. Dividend income is recognised when the right to
receive payment is established.

The Group recognises revenue under the scope of its customs
consulting and related service contracts using the percentage-
of-completion method based on either cost incurred or contract
milestones. For special services that are outside the scope of
the Company’s normal customs consulting contracts, the
Company recognises revenue upon completion of the work
and after approval and acceptance of the scope and terms are
received from the government agencies requesting the work.

Foreign currencies

Foreign currency transactions are recorded in Kuwaiti Dinars
at rates of exchange prevailing on the date of the transactions.
Monetary assets and liabilities denominated in foreign currency
at the balance sheet date are translated to Kuwaiti Dinars at
rates of exchange prevailing on that date. Exchange differences
are reported in the consolidated income statement.

The assets and liabilities of foreign subsidiaries are translated
to Kuwaiti Dinars at rates of exchange ruling at the balance
sheet date. The results of the foreign subsidiaries are translated
to Kuwaiti Dinars at rates approximating the exchange rates
ruling at the dates of the transactions. Foreign exchange
differences arising on translation are recognised directly in

equity.

Any goodwiill or fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition of a foreign
entity are recorded using the exchange rate at the effective
date of the transaction.

Impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date to determine
whether there is objective evidence that a financial asset or
Group of financial assets may be impaired. If such evidence
exists, the estimated recoverable amount of that asset is
determined and any impairment loss recognised for the
difference between the recoverable amount and the carrying
amount. Impairment losses are recognised in the consolidated
income statement.

Segment reporting

A segment is a distinguishable component of the Group that
is engaged either in providing products or services (business
segment), or in providing products and services within a
particular economic environment (geographical segment),
which is subject to risks and rewards that are different from
those of other segments.
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3- CASH AND CASH EQUIVALENTS

6- OTHER CURRENT ASSETS

Cash and cash equivalents include the following amounts:

2004 2003

KD KD

Bank balances and cash 16,396,565 1,895,570
Time deposits 1,504,500 500,000
17,901,065 2,395,570

Time deposits mature within three months from the date of
deposit and carry interest at fixed commercial rates.

4- ACCOUNTS RECEIVABLE - NET

2004 2003

KD KD

Accounts receivable 74,827,409 30,388,729
Provision for doubtful accounts (7,739,075) (4,581,705)
67,088,334 25,807,024

Based on management’s reassessment of the amounts that are
likely to be collected from government agencies in countries
that are experiencing difficult economic and political conditions,
an additional provision of KD 3,047,095 was made for amounts
deemed to be uncollectible as of the balance sheet date.
Management’s assessment of the likelihood of collectibility
included assessment of current economic developments in those
countries and the progress of governments’ initiatives and
other economic reforms amongst other factors.

5- INVENTORIES

2004 2003

KD KD

Goods for resale 36,297,627 5,371,606

Goods in transit 32,366,309 18,809,248

68,663,936 24,180,854

Provision for obsolete and slow (1,754,268) (312,546)
moving inventories

66,909,668 23,868,308

Inventories of goods for resale and goods in transit mainly
include items held in stock for delivery to logistics clients as part
of turnkey logistics supply contracts.

2004 2003

KD KD

Advances to suppliers 5,601,240 4,780,784
Prepaid expenses and refundable deposits 844,523 608,800
Staff receivables 679,584 161,838
Accrued income 1,252,978 344,094
Other assets 1,575,141 1,380,259
9,953,466 7,275,775

7- INVESTMENT IN JOINT VENTURES

The scope of the Group’s joint venture activities consists of
custom consultancy services. The Group’s percentage interest
in the ventures is 50% (2003: 50%0).

8- INVESTMENTS AVAILABLE FOR SALE

Included in investments available for sale are unquoted securities
amounting to KD 1,391,146 (2003: KD 1,247,732) for which fair
value cannot be reliably determined. These investments are
carried at cost less impairment losses of KD 347,132 (2003: KD
329,781).

9- INVESTMENT IN ASSOCIATE

2004 2003
KD KD
Alola Kharafi Steel and Partners W.L.L. 752,208 262,000

The investment in Alola Kharafi Steel and Partners W.L.L., an
unquoted company registered and incorporated in Kuwait,
represents a 40% interest in the company’s paid up share capital.

10- INVESTMENT PROPERTIES

2004 2003
KD KD

Balance at 1 January 75,366,439 63,279,412

Transfer from projects in progress 15,838,526 844,175
Additions - 220,797
Transfer to fixed assets - (3,282,192)
Disposals - (572,826)

Change in fair value during the year 22,205,452 14,877,073

Balance at 31 December 113,410,417 75,366,439

Valuation of the investment properties by independent
appraisers was conducted as of 31 December 2004. The
discounted future cash flows method or property market value
method have been used as deemed appropriate considering
the nature and usage of the respective property.
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11- FIXED ASSETS

Furniture,
fixtures, software,

Tools, computers and
Buildings and machinery Vehicles and telecommunication
improvements and equipment ships equipment Total
KD KD KD KD KD

Cost:
1 January 2004 8,941,984 5,982,138 6,759,325 8,757,218 30,440,665
Additions - 6,894,426 22,435,318 2,888,445 32,218,189
Transfer from projects in progress 14,098,213 - - - 14,098,213
Disposals - (113,138) (151,200) (2,560) (266,898)
Foreign currency translation differences - - 55,624 - 55,624
31 December 2004 23,040,197 12,763,426 29,099,067 11,643,103 76,545,793
Accumulated depreciation and impairment:
1 January 2004 1,833,102 2,205,859 1,435,817 5,831,344 11,306,122
Charge for the year 837,717 1,667,114 2,722,371 1,872,164 7,099,366
Relating to disposals - (113,138) (151,200) (2,560) (266,898)
31 December 2004 2,670,819 3,759,835 4,006,988 7,700,948 18,138,590
Net book value:
31 December 2004 20,369,378 9,003,591 25,092,079 3,942,155 58,407,203
31 December 2003 7,108,882 3,776,279 5,323,508 2,925,874 19,134,543

The company’s buildings are erected on land leased from local Governments for periods of five to twenty years, automatically

renewable for similar periods.

12- PROJECTS IN PROGRESS

13- GOODWILL

Projects in progress consist of the cost of construction and
furnishing of new warehouses, and the cost of purchases of
fixed assets to be used by the Group for the provision of logistics
services and for generating lease rental and transportation
revenues.

2004 2003

KD KD

Balance at 1 January 4,057,609 1,346,366
Additions during the year 64,569,256 9,505,027
Transfers to fixed assets (14,098,213)  (5,949,609)
Transfers to investment properties (15,838,526) (844,175)
Balance at 31 December 38,690,126 4,057,609

The goodwill arising on the acquisition of subsidiaries is
summarized as follows:

2004 2003
KD KD
Cost:
At 1 January 11,212,413 7,546,550
Additions during the year - 3,665,863
At 31 December 11,212,413 11,212,413
Accumulated amortization and impairment:
At 1 January 2,023,079 1,569,449
Charge for the year 512,160 453,630
Impairment during the year 5,277,789 -
At 31 December 7,813,028 2,023,079
Net carrying value 3,399,385 9,189,334

The realisation of operating losses and the expiration of
contracts previously awarded to the subsidiary, ICS Inspection
& Control Services Limited (United Kingdom), caused the Group
to assess the recoverable amount of goodwill arising on the
acquisition of ICS Incorporation Limited (United Kingdom).
Based on this assessment, the carrying amount of goodwill
was written down by KD 5,277,789. The estimate of the
recoverable amount was based on the cash generating unit’s
value in use. That cash generating unit is reported under the

Europe geographical segment.
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14- ACCOUNTS PAYABLE AND OTHER CREDIT BALANCES

17- BONDS

2004 2003

KD KD

Accounts payable 77,848,032 16,511,049
Amounts due to related parties (note 28) 9,715,808 3,605,217
Accrued expenses 5,072,075 4,724,034
Accrued leave 907,234 444512
Refundable deposits 655,206 564,342
Retentions 2,483,282 559,670
Kuwait Foundation for the Advancement of Sciences 1,158,212 459,167
Board of directors remuneration 140,000 49,000
Others 976,104 702,737

98,955,953 27,619,728

15- SHORT TERM LOANS AND TERM LOANS

Short term loans due within one year from the balance sheet
date are included under current liabilities. These include loans
denominated in Kuwaiti Dinars amounting to KD 1,484,875
(2003: KD 3,239,608), loans denominated in US dollars
amounting to KD 33,071,537 (2003: KD 10,051,813), loans
denominated in Bahraini Dinars amounting to KD 311,756
(2003: KD 744,796), and loans denominated in UAE Dirhams
amounting to KD 136,963 (2003: Nil) carrying interest at
commercial floating rates.

Term loans include loans denominated in Kuwaiti Dinars
amounting to KD 2,600,000 (2003: KD 3,250,000) repayable in
five equal annual installments commencing 1 January 2006,
loans denominated in US dollars amounting to KD 8,471,531
(2003: Nil) repayable in five equal annual installments
commencing 30 November 2005, and loans denominated in
Bahraini Dinars amounting to KD 587,282 (2003: Nil) repayable
in ten equal installments commencing 1 July 2005. These loans
carry interest at commercial floating rates. Installments due
within one year from the balance sheet date are included
under current liabilities.

16- TAXES PAYABLE

This is represented by the balance of the tax due on certain
Group companies as at 31 December 2004, the details of which
are as follows:

2004 2003
KD KD
Subsidiaries located overseas

Income tax payable (ICS Incorporation Limited, UK) 168,896 95,201
VAT refundable (ICS Incorporation Limited, UK) (468) (5,093)
PWC Lebanon S.AL. 4,410 -
Tristar Transport Company L.L.C. - 2,107
172,838 92,215

Kuwait National Labour Support Tax
Public Warehousing Company K.S.C. 3,059,342 843,508
Metal & Recycling Company K.S.C. 38,516 14,689
3,270,696 950,412

National Labour Support tax is calculated in accordance with
the applicable provisions of Kuwait Law currently in force.

On 30 September 2003, the parent company issued fixed rate
bonds composed of two currencies; US Dollar bonds in principal
amount of US Dollars 50,000,000; and Kuwait Dinar bonds in
principal amount of Kuwaiti Dinars 15,000,000. The issue price
of US Dollar bonds and Kuwait Dinar bonds is 100 per cent of
their principal amount. Each bond series is to be issued in four
semi-annual tranches commencing 30 September 2003.

The US Dollar bonds bear interest fixed at the rate of 4% per
annum. The Kuwait Dinar bonds bear interest fixed at the rate
of 5% per annum. The interest for the US Dollar bonds and
the Kuwait Dinar bonds will accrue as of the issue date of each
tranche and will be payable semi-annually in arrears commencing
six months from the issue date of each tranche.

The bonds mature on 30 September 2008. The parent company
has an option to extend the final maturity date of the bonds
to 30 September 2009. The bonds may be redeemed, at the
parent company's sole discretion, in whole or in part, at par,
at each coupon payment date after the second anniversary of
the issuance of the first tranche.

18- SHARE CAPITAL

Authorised, issued and paid-up capital consists of 426,631,548
(2003: 355,526,290) shares at a par value of 100 fils each.

19- STATUTORY RESERVE

As required by the Law of Commercial Companies and the
Company’s Articles of Association, 10% of the profit for the
year is transferred to the statutory reserve. The Parent Company
has resolved to continue such annual transfers even though
the reserve now exceeds 50% of paid up share capital.

Distribution of the reserve up to the amount equivalent to
50% of paid up share capital is limited to the amount required
to enable the payment of a dividend of up to 5% of paid up
share capital in years when accumulated profits are not sufficient
for the payment of a dividend of that amount. The amount
of the reserve in excess of 50% of paid up share capital is freely
distributable.

20- TREASURY SHARES

2004 2003
Number of treasury shares 10,540,241 8,783,534
Percentage of issued shares 25% 2.5%
Market value in KD 29,091,065 10,715,911
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21- RENTAL REVENUE

25- EARNINGS PER SHARE

Rental revenue includes KD Nil (2003: KD 1,324,524), being
gains resulting from the transfer by the Parent Company of
acquisition rights in certain lands to third parties.

22- LOGISTICS SERVICES

Revenue from logistics services primarily represents revenue
earned from providing goods and services to governmental
institutions for their operations in the region. Whilst the sales
value of goods provided during the year is one of the major
components of logistics services revenue, no profit margin is
realised on these goods in accordance with the terms of the
contract to which the provision of these goods relates.

23- INVESTMENT INCOME (LOSS)

2004 2003

KD KD

Gain on sale of investment securities - 159,899
Unrealised gain on revaluation of investments

available for sale 204,464 -

Group’s share in the results of associated
company and joint ventures

560,733 (283,843)

24- COMPENSATION CLAIM

The parent company filed a claim through the Public Authority
for the Assessment of Compensation for an amount of KD
5,717,698 in respect of losses suffered as a result of the Iraqi
invasion and occupation of Kuwait in 1990. An amount of KD
2,132,209 has been approved by the United Nations
Compensation Commission — Geneva, out of which KD 228,636
(2003: KD 115,579) has been received in the current year.
The rest of the claim will be settled as and when funds become
available.

356,269  (443,742)

There are no dilutive shares expected to be issued. Information
to compute earnings per share is as follows:

2004 2003
KD KD
Earnings:
Net profit for the year 98,502,239 38,993,786
Shares Shares
Shares outstanding:
At beginning of the year 426,631,548 426,631,548

Weighted average number of treasury shares (10,540,241)  (10,540,241)

Weighted average number of shares outstanding 416,091,307 416,091,307

Earnings per share 237 fils 94 fils

Earnings per share for 2003 have been restated as a result of
the bonus issue in 2004.

26- PROPOSED DIVIDENDS

On 22 February 2004 the general assembly of the Parent
company’s shareholders approved the consolidated financial
statements for the year ended 31 December 2003 and declared
a cash dividend of 25 fils per share (2002: 15 fils per share)
and bonus shares at 20% or 20 shares per 100 shares
(2002: 10% or 10 shares per 100 shares).

Subsequent to the year end the Board of Directors proposed
bonus shares at 45% or 45 shares per 100 shares. This proposal
is subject to approval by the shareholders’ general assembly.
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27- CONTINGENT LIABILITIES AND CAPITAL COMMITMENTS

The Group has contingent liabilities and capital commitments
as at the balance sheet date as follows:

2004 2003

KD KD

Letters of guarantee 19,770,481 2,331,775
Uncalled portion of investment in subsidiaries 220,500 220,500
Uncalled portion of investment in joint ventures - 102,750

Capital commitments 18,299,445 30,388,759

38,290,426 33,043,784

The capital commitments relate to the construction of warehouses
in Kuwait and for the purchase of vehicles to be used in the
Group’s logistics operations.

Legal claims

A dispute has arisen between the Public Warehousing Company
K.S.C. and Kamal Mustaffa Al-Sultan Company (the third party)
with respect to a partnership agreement dated 30 July 2002 for
the purpose of bidding for the provision of services to the U.S.
Government (the Prime Vendor Services Contract). The partnership
agreement provided for the preparation of all infrastructure
and assets required for that purpose. The Public Warehousing
Company K.S.C. has submitted all evidences to the Execution
Department in proof of the partnership not having any funds,
assets or properties and the eventual non-existence of the
partnership, as a consequence of the partners not providing any
capital contributions to the partnership.

The third party has filed claims against the Public Warehousing
Company K.S.C. with respect to the above-mentioned partnership
alleging that the financial rewards arising from the Prime Vendor
Contract accrue to the partnership and consequently is entitled
to his share of the rewards. The Public Warehousing Company
K.S.C. filed a case requesting nullity of the partnership agreement
and delegation of an expert to assess the compensation to which
the Public Warehousing Company K.S.C. may be entitled. The
court issued its ruling in which the arbitration clause in the
partnership agreement was nullified and the case taken under
its jurisdiction. The court delegated an expert to assess the
damages arising from the non-satisfaction of the partnership
commitments. The case is still under review in the Department
of Experts and the court. Whilst the Public Warehousing
Company’s legal consulting firms consider it probable for the
company to win the case, the final outcome of this case cannot
presently be predicted.

The third party also submitted a request to the Reconciliation,
Arbitration & Registration Committee of Kuwait Chamber of
Commerce & Industry. The Arbitrator issued his decision to
withold arbitration procedures until the court issues its final
ruling in the case.

The third party has also filed a case against the Public Warehousing

Company K.S.C. requesting receivership over the partnership,
however, the case was rejected by the Court of First Instance.

Subsequently, the Court of Appeal issued a verdict reversing the
ruling issued by the Court of First Instance and appointed a team
of official receivers to administer the funds, assets and properties
of the partnership (not those of Public Warehousing Company
K.S.C.). The court ruling has also specified the duties of the official
receivers to include the proper administration of the partnership
affairs under the objectives for which it was established, collection
of its funds, satisfaction of its obligations and the depositing of
any proceeds at the court’s treasury.

The ongoing legal proceedings also included a case filed by the
third party against certain executives of the Public Warehousing
Company K.S.C. in which the case was lost. The Public Warehousing
Company K.S.C. has also appealed against the ruling in which
official receivers were appointed as discussed above, seeking
cessation of official receivership but this case was rejected by
the Court of Summary Appeal.

The Public Warehousing Company K.S.C.’s external legal consulting
firms advised that the partnership agreement had expired on
1 January 2003, i.e. before the Public Warehousing Company
K.S.C. was awarded the Prime Vendor Services Contract by the
U.S. Government and as a result the partnership agreement is
considered void and of no force or effect. They also advised that
the official receivership over the partnerhsip agreement has no
financial impact on the Public Warehousing Company K.S.C. or
any of its projects.

Based on the foregoing interpretation and the legal opinion of
external legal consulting firms, the firms have advised the Public
Warehousing Compamy K.S.C. not to provide any amount in
respect of the claim or negotiate any settlement with the third
party and accordingly, no provision has been made in the
accomponying consolidated financial statements.

In addition to the above, the company is involved in various
claims and legal proceedings including employee compensation
and contractor disputes. The in-house legal counsel of the Group
believes that such claims are baseless and will not have a material
adverse effect on the accompanying financial statements.

28- RELATED PARTY TRANSACTIONS

These represent transactions with related parties, i.e. shareholders,
directors and senior management of the Group, and companies
of which they are principal owners in the ordinary course of
business. Pricing policies and terms of these transactions are
approved by the Group’s management.

Transactions with related parties included in the consolidated
income statement comprise bonus to senior management and
other transactions as follows:

2004 2003
KD KD

Purchase of inventory relating to revenue
from logjistics services 64,087,622 7,627,400
Rent paid 378,993 276,112
Fee paid for management services 172,133 208,400

Amounts due to related parties disclosed in note 14 are interest
free and repayable on demand.
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29- SEGMENT REPORTING

The Group has identified that the primary determinant for its decision making is based on the geographical location of its customers.
Accordingly, the segment disclosures are based on geographical regions as follows:

Independent Total before

31 December 2004 states common inter-group Inter-group
Asia Europe  America  Africa wealth elimination elimination Total
KD KD KD KD KD KD KD KD

Income 164,334,796 47,105 1,017,348 1,392,120 - 166,791,369  (1,017,348) 165,774,021
Expenses 54,945,724 7,346,106 255,318 710,326 235,209 63,492,683  (1,017,348) 62,475,335
Segment results 109,389,072 (7,299,001) 762,030 681,794 (235,209) 103,298,686 - 103,298,686
Interest income 215,737
Interest expense (2,219,457)
Investment and other income 1,507,749
Income tax (95,525)
Minority interest (1,124,666)
Unallocated corporate charges (3,308,921)
Profit from ordinary activities 98,273,603
Extraordinary income 228,636
Net Profit 98,502,239
Segment assets 364,805,972 11,576,320 6,622,964 2,339,366 1,006,192 386,350,814 (10,591,150) 375,759,664
Investments 5,105,606
Total assets 380,865,270
Segment liabilities 88,675,824 12,197,850 172,175 2,727,684 673,488 104,447,021  (2,315,276) 102,131,745
Term loans and bonds 68,781,358
Other unallocated liabilities 3,270,696
Total liabilities 174,183,799
Capital expenditure 96,523,255 248,905 7,738 7,547 - 96,787,445 - 96,787,445

Depreciation and amortisation 6,385,162 773,491 17,253 57,806 377,814 7,611,526 - 7,611,526
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29- SEGMENT REPORTING (continued)

31 December 2003

Income
Expenses

Segment results

Interest income

Interest expense

Investment loss

Other income

Income tax

Minority interest

Unallocated corporate charges

Profit from ordinary activities
Extraordinary income

Net Profit

Segment assets
Investments

Total assets

Segment liabilities

Term loans and bonds
Other unallocated liabilities

Total liabilities

Capital expenditure
Depreciation and amortisation

America
KD

Asia
KD

Europe
KD

57,061,735 -
14,914,266 841,119

914,280
1,459,064

Africa
KD

1,834,792
867,710

Independent
states common

wealth
KD

764,326

Total before

inter-group

elimination
KD

59,810,807
18,846,485

Inter-group
elimination
KD

Total
KD

58,896,527
17,932,205

((914,280)
(914,280)

42,147,469  (841,119) (544,784)

967,082

(764,326)

40,964,322

- 40,964,322

155,581,630 11,960,890 6,683,721

18,927,762 10,731,748 757,459

14,247,211
1,491,474

772,514 12,662

2,107,842

565,200

110,009
60,538

1,351,668

782,515

602,853

177,685,751

31,764,684

14,357,220
2,940,041

37,240
(358,498)
(283,843)

150,545
(85,824)
(290,130)
(1,255,605)

38,878,207
115,579

38,993,786

(10,591,149) 167,094,602

4,363,416
171,458,018

(1,619,274) 30,145,410

24,487,108
950,412

55,582,930

- 14,357,220
- 2,940,041
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30- RISK MANAGEMENT

31- FAIR VALUES OF FINANCIAL INSTRUMENTS

The main risks to which the Group’s assets and liabilities are
exposed and the principal methods of risk management are
as follows:

Interest rate risk

The Group is exposed to interest rate risk on its interest bearing
assets and liabilities, mainly bank deposits, term loans, and
bonds. The maturity dates and applicable interest rates are
disclosed in the respective notes.

Credit risk

The Group seeks to limit its credit risk with respect to customers
by setting credit limits for individual customers and monitoring
outstanding receivables.

87% of accounts receivable represents amounts outstanding
from a governmental institution of high repute, accordingly,
this is not considered to represent significant credit risk. Credit
risk is limited to amounts appearing on the balance sheet.

Liquidity risk

The Group limits its liquidity risk by ensuring bank facilities are
available. The Group’s terms of sales require amounts to be
paid within 30 days of the date of sale. Trade payables are
normally settled within 45 days of the date of purchase.

Currency risk

The Group’s foreign currency assets and liabilities are primarily
denominated in United States Dollars. As the Kuwait Dinar is
pegged to the US Dollar, balances in US Dollars are not
considered to represent significant currency risk.

Other risks

Other risks are substantially represented in business risks that
are associated with the Group’s various business activities in
Irag. The unpredictable climate and political instability in Iraq
expose the Group to the risk of possible loss of assets and
continuity of substantial logistics business that has been realised
during the current and prior year. In this regard, the Group
takes appropriate security and insurance measures and ensures
that its investment in supplies and other resources is
commensurate with its short term business requirements.

Financial instruments comprise of financial assets and financial
liabilities.

Financial assets consist of cash and bank balances, investments
available for sale and receivables. Financial liabilities consist of
accounts payable and other credit balances, term loans and bonds.

The fair values of financial instruments, with the exception of certain
available-for-sale investments carried at cost (see note 8), are not
materially different from their carrying values at the balance sheet
date.

32- SUBSEQUENT EVENTS

On 19 February 2005, subsequent to the balance sheet date,
the U.S. Government awarded a contract for providing logistic
services and others to the company with a total value of up
to US $3.27 billion. This contract shall expire on 15 December
2005. However, the actual value of the contract may be reduced
if the customer did not request services with a value equal to
the maximum value of the contract. In addition, the financial
position of the contract is subject to profit or loss based on
many factors.
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