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Independent Petroleum Group s.a.k.

Message to the shareholders
Dear Shareholders,

The Board of Directors is pleased to submit to our esteemed shareholders the annual report on the performance
of the Independent Petroleum Group (IPG) and its operations for the year 2006. The IPG Board also wishes to
congratulate its shareholders on the special occasion of the Company’s 30th anniversary.

The idea of creating IPG in 1976 was born following the decision by OPEC member governments in the early
seventies to take over the ownership of the local operating companies which were owned, in turn, by the Major
/ Independent Oil Companies. Kuwait National Petroleum Company (KNPC), which was owned 60% by the
Government and 40% by the private sector, became 100% Government- owned in 1974. In other words, the
idea of creating a private, independent oil company was made at the time when OPEC countries were moving
in exactly the opposite direction; implementing their policy to completely own and control the most vital natural
resources they have.

In 1975/76, some of KNPC board members and senior management resigned and decided to form an indepen-
dent oil company on the premise that there must be a role for such a private company to play in the oil industry
in the producing countries along with the Major and National Oil Companies. The idea is based on the fact that in
the industrial countries, such as Europe and the USA, the independent and private oil sector offers vital contribu-
tion to the oil sector along side the Major Oil Companies. It is probably sufficient to say that 85% of the oil wells
drilled in the USA are done by small independent oil companies. These companies produce about 65% of the
gas and more than 50% of all the oil produced in USA.
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Dear Shareholders,

IPG was founded in 1976 as a closed-share company with a capital of less than KD 700,000. The Company
struggled during the initial phase of its oil trading operations. In a few short years, however, the Company man-
aged to find a role to play, alongside the National and Major Oil Companies, by trading in oil products between
the Gulf, Red sea and the Mediterranean. This success can be measured by the increase in capital to KD 5 mil-
lion in 1983. All this addition to capital was made by the generated profits. In December 1995, IPG was listed
in the Kuwait Stock Exchange with a paid-up capital of KD 7.5 million. In 1998, the capital was increased to



OOCON ~=0TOHN —OC33S>

Independent Petroleum Group s.a.k.

A Listing of All Significant Achievements by IPG During 2006:

1. IPG continued to consolidate its presence in its traditional markets in the Red Sea, East Mediterranean and
South West Asia. It also expanded in new markets in Turkey and some Black Sea countries. This expansion was
eased by the utilization of oil storage terminals in Fujairah (HTL/VOPAK), Singapore (HTL) and Mozambique
(INPETRO). IPG holds interest in each of these terminals. The total storage utilized by IPG in these three terminals
reached 175,000 cubic meters. New contracts to supply Bulgaria and Mozambique with petroleum products
during 2007 were also made. IPG also continued supplying Uniterminals in Lebanon with petroleum products.
IPG owns half of this storage terminal. It should be worth mentioning that immediately after cessation of hostili-
ties and the end of the Israeli sea blockage in October 2006, IPG was the first Company to supply Lebanon with
urgently needed gasoline. This was successfully accomplished despite the great difficulties encountered.

2. In September 2006, the storage terminal in Mozambique (INPETRO in Beira) was finally completed and com-
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missioned. IPG owns 30% of INPETRO and was the first Company to use this storage facility for Gasoline and
Gas Oil Marketing. IPG entered into a supply contract with a Mozambique company (IMOPETRO) to import
through the INPETRO terminals 240,000 tons of Gasoline during the period of December 2006 to May 2007. Our
offices in Harare, Zimbabwe and in Cape Town, South Africa made significant progress to enter into new supply
contracts in Malawi, Zambia and Mozambique itself.

3. IPG’s office in London developed new markets in Bulgaria, Greece and Spain. A contract was signed to supply
Bulgaria with Gas Oil and Kerosene during 2007. Also, several cargoes of Gasoline were bought from the Black
Sea and East Mediterranean and shipped to our storage terminal in Fujairah for sale elsewhere. Many cargoes
of Jet Fuel were also supplied to Lebanon, Greece and Spain.

4. IPG’s office in Singapore leased 47,000 cubic meters from the HTL Singapore Terminals, in which IPG owns
15% of its shares. This leased storage was used to import petroleum products from South Korea for blending

and re-export to other markets in the region. IPG also managed to enter into new contracts with Thailand.

5. IPG continued its cooperation with the national oil Companies in the Gulf where it signed purchase contracts
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11. IPG continued to implement its strategy to diversify its income through the development of logistical
investments (storage terminals / shipping) in or near the areas where it is actively engaged in oil trading. Three of
these terminals were completed in 2006; in Mozambique, Dijibouti and Singapore. The total storage capacities of
these terminals are 1.2 million cubic meters. As expected, the positive effects of these terminal investments are
beginning to show. In addition to the good returns expected in leasing storage to third parties, IPG also managed
to expand its markets and achieve better margins, thanks to the utilization of these terminals in its oil trading.
[t should be noted that other logistical investments, which are currently under construction and expected to be
completed and commissioned during 2007 / 08, will increase the total storage capacities by another 1.1 million
cubic meters. The total capital cost of all these terminals (the three completed plus the ones under construction),
will be over $ 500 million.

A Short Listing of All IPG’s Achievement in Project Development:
A.Operating Projects:

1. Asia Petroleum Limited (APL) - Pakistan: (IPG share 12.5%)

APL owns and operates a petroleum products pipeline in Pakistan from Zulfigarabad terminal at Pipri, Karachi
to Hub, Baluchistan to transport Fuel Oil for HUBCO Power Plant, constructed at a total capital cost of US $100
million. Other shareholders in this company are:

- Pakistan State Oil (PSO)
- Asia Infrastructure Ltd of Singapore (AlL)
- VECO International of USA (VECO)

2. D&K Holdings Company (D&KH) — UAE: (IPG share 50%)

D&KH is a holding company between IPG and Emirates National Oil Company Ltd. (ENOC) which owns five
operating companies:

- D&K Shipping LLC: registered in Bermuda - owns and operates a fleet of petroleum products vessels.

- D&K Petroleum LLC: is engaged in trading of petroleum products.

- ENOC Bunkering Fujairah Limited (EBFL): is a bunkering company operating in Fujairah

- Dubai Shipping Co. LLC: registered in Dubai — owns and operates a fleet of petroleum products vessels. As
part of plans to expand the fleet, the company acquired a clean Medium Range Tanker named D&K I.

- D&K Petroleum (Singapore) Limited: is engaged in trading of petroleum products.

D&KH established a joint venture with Afriquia SMDC, Morocco for the bunker operations of Horizon Tangiers
Terminals SA, Morocco.

3. Vopak Horizon Fujairah Limited (VHFL) — UAE: (IPG share 10%)

VHFL owns and operates an independent petroleum products storage terminal in Fujairah with a current storage
capacity of 1.1 million cbm including marine facilities with 4 berths and one single point mooring, at a total capital
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marine facility has been commissioned in stages during the fourth quarter of 2006. The remaining capacity is
expected to be commissioned in June 2007. Phase lll expansion for an additional capacity of 266,000 cbm
has been approved and the construction expected to start in mid 2007 and be completed by end 2008. Other
shareholders are:

- Horizon Terminals Limited (HTL)

- Boreh International Limited (BIL)

- South Korea Energy Asia Pte. Limited (SK)

- Martank BV (MBV)

2. Arabtank Terminals Ltd (ATT), Yanbu - Kingdom of Saudi Arabia: (IPG share 36.5%)

ATT currently operates 16 tanks for chemical products, with a storage capacity of 19,200 cbm fully leased. Pe-
troleum Expansion Project for a storage capacity of 252,000 cbm, at a total capital cost of US$ 51 million, is in
the construction phase and expected to be commissioned in December 2007. Further expansion of capacity for
petroleum and chemical products is also being pursued. Other shareholders are:

- Emirates National Oil Company (ENOC)
- Saudi Arabian Refining Company (SARCO)

3. Horizon Tangiers Terminals SA (HTTSA), Morocco: (IPG share 32.5%)

The Consortium IPG-HTL-Afriquia was awarded the Concession Agreement for 25 years in November 2006
for the construction and operation of hydrocarbon products storage and bunkering facilities at Port Tangiers,
Morocco. The storage facility will have an initial capacity of 346,000 cbm. In line with the latest development of
Port Tangiers, the EPC Contract is expected to be awarded in the second quarter of 2007 and construction to
be completed by end 2008. Other shareholders are:

- Horizon Terminals Limited (HTL)
- Afriquia SMDC

C. Projects Under Development:

IPG continues its investment strategy of searching for new project opportunities in the midstream/logistics sec-
tor of the oil industry. IPG, in cooperation with local, national and international entities (oil companies as well as
financial institutions) has started the prospecting process and focuses on projects that support its marketing
activities. These efforts have paid off in identifying investment opportunities in Egypt, Bahrain and Tunisia which
are currently under development. IPG is also actively pursuing similar project investments in various new geo-
graphic areas.

Information Technology:

Through its continuous interest in Information Technology systems and its applications in all aspects, IPG man-
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Return on Average Equity

Million KD (except per share amount & Ratio Data) 2001 | 20021 2003 | 2004 | 2005 | 2006
Sales 186 | 275 210 | 398 | 480 | 472
Gross Margin 42%| 1.79 2.0%| 1.9%| 1.7% | 1.2%
Operating Profit 54 2.8 1.8 4.6 4.8 1.8
Net Profit 56 (19| 46 |87 | 7.3 |61
Earning Per share (Fils) 54.92| 18.8Y 44.44| 78.44 49.84| 40.02
Price Earning (Time) 9.83 | 21.78 11.93| 6.88 | 13.84| 9.99
Book value (Fils) 297 | 273 | 295 | 366 | 384 | 388
Cash Dividend 40% [ 20%| 30% | 50% | 30% | 30%
Dividend Yield 7.4%| 4994 5.7%| 9.3%| 4.3% | 7.5%
Return on Average Capital Employed 14.0% 4994 8.5%| 12.8% 10.6% 8.5%
Total Assets 759 | 94.6| 97.1 | 111.1 155.4] 1566.2
Shareholder Equity 30.3 | 28.0] 304 | 39.8| 584 |58.7
18.7% 6.694 15.6% 24.7% 14.84 10.4%
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Deloitte Albazie & Co.

Al-Fahad & Co. Member of RSM International

Salhia Complex Gate 2, 4th Floor Kuwait Airways Building, 7th Floor
P.O. Box 23049 Safat 13091 Shuhada Street, P.O. Box 2115 Safat
State of Kuwait 13022 — State of Kuwait

Tel: + (965) 2438060 Tel: + (965) 2468934 T+ 965 2410010/ F + 965 2412761
Fax: + (965) 2452080 www.deloitte.com www.albazie.com

INDEPENDENT AUDITORS’ REPORT

The Shareholders
Independent Petroleum Group Company S.A.K. (Closed)
State of Kuwait

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Independent Petroleum Group Com-
pany S.A.K. (Closed) (the Parent Company) and subsidiaries (the Group), which comprise of the consolidated
balance sheet as at 31 December 2006, and the related consolidated statements of income, changes in equity
and cash flows for the year then ended and a summary of significant accounting policies and other explanatory
notes.

Directors’ responsibility for the consolidated financial statements

The Parent Company’s directors 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 fi-
nancial statements that are free of 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 prepara-
tion 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 presenta-
tion 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 Petroleum Group Company s.a.k. (closed) And Subsidiaries

Consolidated Balance Sheet

As at 31 December 2006

ASSETS
Current assets
Cash and cash equivalents

Notes

Investments at fair value through statement of income 5

Trade and other receivables
Inventory

Total current assets
Non-current assets

Other loans

Investments available for sale
Investment in joint ventures
Investment in associates
Property and equipment
Total assets

LIABILITIES AND EQUITY
Current liabilities

Due to banks

Directors’ fees payable
Trade and other payables
Total current liabilities
Non-current liabilities
Provision for staff indemnity
Total liabilities

Equity

Share capital

Share premium

Legal reserve

General reserve

Fair value reserve

Foreign currency translation adjustments
Gain on sale of treasury shares
Treasury shares

Retained earnings

Total equity

Total liabilities and equity

The accompanying notes are an integral part of these consolidated financial statements.

i

Khalaf Ahmad Al-Khalaf
Chairman

O © o o N
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12

13

14

15
16

17

Ghazi Fahad Al-Nafisi
Vice Chairman

2006
KD

8,243,521
40,242,200
64,023,717
22,146,617

134,656,055

5,892,461
2,084,665
6,602,671
6,290,889

665,800

156,192,541

67,594,845
100,000
28,760,589

96,455,434

1,049,612

97,505,046

15,225,000
22,686,707
4,212,341
605,796
222,686
(1,663,569)
1,422,306
(827,000)
16,403,228

58,687,495
156,192,541

2005
KD

15,231,312
37,508,551
81,695,385

6,754,656

141,189,904

2,081,218
2,334,518
4,662,280
4,495,509

658,801

155,422,230

44,844,158
120,000
51,084,337

96,048,495

943,433

96,991,928

15,225,000
22,586,707
3,687,725
605,796
236,118
(738,754)
1,422,306

15,605,404

58,430,302
155,422,230

Waleed Jaber Hadeed
Executive Managing Director
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Independent Petroleum Group Company s.a.k. (closed) And Subsidiaries

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

1. FORMATION AND ACTIVITIES

Independent Petroleum Group Company S.A.K. (the Parent Company) was established on 11 September 1976 as a Closed
Kuwaiti Shareholding Company. The Parent Company was listed on the Kuwait Stock Exchange on 10 December 1995.
The main activities of the Parent Company and its subsidiaries (the Group) are the trading of crude oil and petroleum prod-
ucts, strategic investments and joint ventures in petroleum storage facilities, terminal and distribution facilities, other activi-
ties related to the petroleum industry and consulting services in the petroleum and petrochemical fields.

The registered address of the Parent Company is P.O. Box 24027, Safat 13101, State of Kuwait.

The consolidated financial statements were authorized for issue by the Board of Directors on 27 January 2007. The Share-
holders’ General Assembly has the power to amend these financial statements after issuance.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) issued by the International Accounting Standards Board (IASB). These financial statements have been prepared
under the historical cost convention, except for the measurement at fair value of “investments at fair value through statement

of income”, “investments available for sale” and “derivative financial assets and liabilities”. The accounting policies used by
the Group are consistent with those used in the previous year.

Basis of consolidation

The consolidated financial statements include the financial statements of the Parent Company, the consolidated financial
statements of its wholly owned subsidiary IPG Ltd. (incorporated in The Bahamas), and the financial statements of its wholly
owned subsidiary IPG (Luxembourg) S.A. The consolidated financial statements of IPG Ltd., incorporate its financial state-
ments and the financial statements of its two wholly owned subsidiaries IPG of Kuwait Ltd. and IPG International Ltd., both
registered in the United Kingdom. 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 con-
solidated financial statements from the date that control effectively commences until the date that control effectively ceases.
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.

The Parent Company also has a wholly owned dormant subsidiary registered in Singapore, Independent Petroleum Group
(Asia) Pte. Ltd. The dormant subsidiary’s financial statements are immaterial for consolidation purposes.

Financial instruments

Financial assets and financial liabilities carried on the balance sheet include cash and cash equivalents, investments, loans,
derivative financial instruments, trade receivable, trade payable and bank borrowings.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual arrangement.
Interest, dividends, gains and losses relating to financial instruments classified as a liability are reported as expense or
income. Distributions to holders of financial instruments classified as equity are charged directly to equity. Financial instru-
ments are offset when the Group has a legally enforceable right to offset and intends to settle either on a net basis or to
realize the asset and settle the liability simultaneously.
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Independent Petroleum Group Company s.a.k. (closed) And Subsidiaries

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of financial assets

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of
financial assets is impaired. In the case of equity securities classified as available for sale, a significant or prolonged decline
in the fair value of the security below its cost is considered in determining whether the securities are impaired. If any such
evidence exists for available for sale financial assets, the cumulative loss measured as the difference between the acquisi-
tion cost and the current fair value, less any impairment loss on that financial asset previously recognized in the statement of
income, is removed from equity and recognized in the statement of income. Impairment losses recognised in the statement
of income for available for sale equity instruments are not reversed through the statement of income.

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 receiv-
able is uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously written
off are credited against the allowance account. Changes in the carrying amount of the allowance account are recognised
in profit or loss.

Payables
Trade and other payables are stated at their nominal value.

Derivatives

In the normal course of business, the Group enters into commodity swap and future contracts. These derivatives are ini-
tially recognized as an asset or liability on the commitment date. These contracts are treated as derivatives held for trading
purposes not qualifying for hedge accounting and are stated at fair value with any resultant gain or loss recognized in the
consolidated statement of income.

Inventory

Inventory of oil stocks is valued at the lower of cost and net realizable value. Cost comprises purchase price and other direct
costs incurred to bring the inventories to their present location and condition. Cost is determined on a weighted average
basis. Net realizable value is the selling price in the ordinary course of business, less the cost of completion, marketing and
distribution.

Investment in joint ventures

The Group accounts for joint ventures, defined as contractual arrangements to undertake an economic activity which is
subject to joint control. Long term subordinated loan provided by the Group to the joint venture is accounted as part of the
investment. The Group’s investment in joint ventures is accounted for under the equity method of accounting, i.e. on the
balance sheet at cost plus post-acquisition changes in the Group’s share of the net assets of the joint ventures, less any
impairment in value and the consolidated statement of income reflects the Group’s share of the results of operations of the
joint ventures.

Investment in associates

Associated companies are those in which the Group has significant influence, but not overall control over the financial and
operating policy decisions of the investee. The Group’s investment in associates is accounted for under the equity method
of accounting, i.e. on the balance sheet at cost plus post-acquisition changes in the Group’s share of the net assets of the
associates, less any impairment in value and the consolidated statement of income reflects the Group’s share of the results
of operations of the associates.

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
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Independent Petroleum Group Company s.a.k. (closed) And Subsidiaries

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

Revenue recognition

Revenue from sales is recognized when delivery has taken place and transfer of risks and rewards has been completed.
Interest is recognized on a time proportion basis that reflects the effective yield on the asset. Dividend income is recognised
when the right to receive payment is established. Other revenues and expenses are recorded on the accrual basis.

Borrowing costs
Interest on borrowings is calculated on the accrual basis and is recognised in the consolidated statement of income in the
period in which it is incurred.

Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether there is any indica-
tion 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 imme-
diately in profit or loss.

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 immediately in statement of income.

Contingencies

Contingent liabilities are not recognized in the consolidated financial statements. They are disclosed unless the possibility of
an outflow of resources embodying economic benefits is remote.

A contingent asset is not recognized in the consolidated financial statements but disclosed when an inflow of economic
benefits is probable.

Provision

A provision is recognized 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.

Segment reporting

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

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
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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 fi-
nancial year are discussed below:

(i) Sales, cost of sales and inventory
Where the sales and purchase transactions are based on forward pricing, the sales, cost of sales and inventory is estimated
with reference to the closing platts quote in the commodity exchange in accordance with the terms of the contract.

(ii) Provision for doubtful debts and inventory

The extent of provision for doubtful debts and inventories involves estimation process. Provision for doubtful debts is made
when there is objective evidence that the Group will not be able to collect the debts. Bad debts are written off when identi-
fied. The carrying cost of inventories is written down to their net realizable value when their selling prices have declined. The
prices prevailing at the port of discharge is considered for the purpose of determining the net realizable value. The provisions
and write-down of receivables and inventory are subject to management approval.

(iii) Fair value of unquoted equity investments

If the market for a financial asset is not active or not available, the Group establishes fair value by using valuation techniques
which include the use of recent arm’s length transactions, reference to other instruments that are substantially the same,
discounted cash flow analysis and option pricing models refined to reflect the issuer’s specific circumstances. This valuation
requires the Group to make estimates about expected future cash flows and discount rates that are subject to uncertainty.

4. CASH AND CASH EQUIVALENTS

2006 2005

KD KD
Cash on hand and at banks 241,067 75,546
Call accounts and time deposits 8,002,454 15,155,766
8,243,521 15,231,312

During 2006, time deposits yielded interest at an average rate of 4.76% (2005: 3.15%) per annum.



OOON =0T O —OC S>>

28

Independent Petroleum Group Company s.a.k. (closed) And Subsidiaries

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

7. OTHER LOANS

2006 2005

KD KD
Inpetro Petroleum Terminals Project:
Inpetro SARL 1,669,888 471,278
Petroleos De Mocambique SARL (Petromoc) 2,445,559 862,459
National Oil Company of Zimbabwe (NOCZIM) 883,405 -

4,998,852 1,338,737

Arabtank Terminals Limited 676,545 692,391
Al-Manar Plastic Product Company Ltd. 53,765 55,090
Others 163,299 -

5,892,461 2,081,218

The Group has provided a loan of KD 4,998,852 to finance Inpetro Petroleum Terminals Project to Inpetro Sarl, Petromoc
and NOCZIM. The Group provided a loan of KD 1,205,699 (2005: KD 471,278) to Inpetro SARL, KD 1,596,074 (2005: KD
862,459) to Petromoc and KD 883,405 to National Oil Company of Zimbabwe. The Group, along with other investors, is
negotiating with several banks to obtain financing for the above project. The financing obtained from the banks towards the
project will be used to repay the amount of loan due to the Group.

The Group has provided a long-term subordinated loan to Arabtank Terminals Ltd., Saudi Arabia.

The Group has provided loan of Saudi Riyals 700,000 to Al-Manar Plastic Product Company Ltd.

Others comprises of loan of KD 108,866 given to Government of Djibouti and KD 54,433 given to Essence Management.
The interest rates for the above loans vary from 0% to 8% per annum for loans given at fixed interest rates and 3.5% over
three months LIBOR for loans given at floating interest rates.

During the year, the Group reclassified an amount of KD 1,864,698 (2005: KD 1,779,439) from “Other Loans” to “Investment
in Associates” representing Group’s additional capital contribution towards its investment in Horizon Djibouti Holdings Ltd.
(Note 9).

8. INVESTMENT IN JOINT VENTURES

2006 2005

KD KD
D&K Holding L.L.C., Dubai 3,887,046 12,062
Investment in D&K Shipping Limited, Bermuda = 717,205
Subordinated long-term loan to D&K Shipping - 1,112,727
D&K Petroleum L.L.C., Dubai - 587,187

3,887,046 2,429,181
Uniterminals S.A.L., Lebanon 2,715,625 2,233,099

6,602,671 4,662,280
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8. INVESTMENT IN JOINT VENTURES (Continued)

D&K Holding LLC, Dubai

2006
KD
- Contingent liabilities
Letters of credit 18,288,876
Letters of guarantee 129,645
- Capital commitments
Marine vessels 115,528

D&K Shipping Limited.

The Group’s share of 50% in the net assets and results of D & K Shipping Limited included in the consolidated finan-
cial statements was based on the management accounts for the year ended 31 December 2005 and amounted to KD
1,829,932 and KD 338,722 respectively.

D&K Petroleum L.LC., Dubai

The Group’s share of 50% in the net assets and result of the D & K Petroleum L.L.C. included in the consolidated financial
statements was based on the audited financial statements for the year ended 31 December 2005 and amounted to KD
587,187 and KD 587,187 respectively. Based on shareholders’ agreement, both the joint venture partners, the Group and
ENOC, executed business transactions on behalf of DKPL during the year. The net balance receivable from the joint venture
as at the balance sheet date amounts to KD 3,414,355 (31 December 2005 : KD 11,437,612), which is included under
trade and other receivables (Note 6).

Uniterminals S.A.L.
The Group’s share of 50% in the net assets and results of Uniterminals S.A.L., Lebanon included in the consolidated finan-
cial statements was based on the audited financial statements for the year ended 31 December 2005 and 31 December

2006 and was as follows:

2006 2005
KD KD
Total assets 6,872,605 8,904,622
Current liabilities (8,247,261) (5,420,865)
Long-term debt (909,719) (1,250,658)
Net assets 2,715,625 2,233,099
Operating profit "~ 828,652 717179
Loan interest and other expenses (272,932) (292,036)
Net profit for the year 555,720 425,143
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9. INVESTMENT IN ASSOCIATES (Continued)

Horizon Djibouti Holdings Ltd

As at 31 December 20086, the Group reclassified KD 1,864,698 (31 December 2005: KD 1,779,439) from “Other Loans” to
“Investment in Associates” representing Group’s additional capital contribution towards its investment in Horizon Djibouti
Holdings Ltd. (Note 7). The Group invested an amount of KD 122,226 (2005: KD 647,288) in Horizon Djibouti Holdings
Ltd., Djibouti. The Group’s investment in Horizon Djibouti Holdings Ltd., Djibouti, is carried at cost, as the associate is yet
to commence business operations.

ENOC Bunkering (Fujairah) L.L.C.

In 2002, the Group invested KD 99,345 in ENOC Bunkering (Fujairah) L.L.C. representing 24% of the investee’s issued and
outstanding share capital, out of which the Group had recognised KD 99,344 as its share of loss against its investment.
During the year, the Group recognized KD 3,982 for its capital contribution since its interest in the associate increased to
25% as a result of restructuring of investment in joint ventures. The Group recognized an impairment loss of KD 3,982 on
its investment in the associate during the year.

Horizon Singapore Terminals Private Ltd., Singapore

As at 31 December 2005, the Group’s investment in Horizon Singapore Terminals Private Ltd., Singapore represented the
investment in the petroleum storage terminal. During 2006, the Group invested an additional capital of KD 765,349 ( 2005
: KD 1,552,549) in respect of its 15% share in the issued and paid-up share capital of Horizon Singapore Terminals (Pte)
Ltd., Singapore. As per the shareholders’ agreement dated 29 March 2005, all commercial, technical and operating policy
decisions require the approval of shareholders together holding not less than 86% of the issued share capital of the investee
company. On this basis the Group has significant influence but not overall control over the financial and operating policy
decisions of the investee company. The investment is carried at cost as the investee company is yet to commence business
operations.
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11. DUE TO BANKS

Due to banks represents the credit facilities provided by the Group’s bankers in Kuwaiti Dinars and United States Dollars.
These facilities carry an average interest rate of 6.36% (2005: 4.32%) per annum. Due to banks are partially secured by
investments at fair value through statement of income with a carrying amount of KD 39,368,464 (31 December 2005: KD

36,678,540) (Note 5).

12. TRADE AND OTHER PAYABLES

2006 2005
KD KD
Trade payables 20,036,179 42,772,467
Accrued expenses 3,390,956 3,655,955
Accrued staff leave 289,651 242,014
KFAS 56,215 67,374
Others 4,987,588 4,346,527
28,760,589 51,084,337
13. PROVISION FOR STAFF INDEMNITY
2006 2005
KD KD
Balance at beginning of the year 943,433 650,037
Charge for the year 218,030 307,469
Payments made during the year (111,851) (14,073)
Balance at end of the year 1,049,612 043,433

14. SHARE CAPITAL
The authorised, issued and fully paid share capital consists of 152,250,000 shares of 100 fils each (2005: 152,250,000
shares of 100 fils each).

On 5 March 2005, the shareholders’ Extraordinary General Assembly approved a rights issue of 43,500,000 shares of 100
fils each at a premium of 300 fils per share. The rights issue was completed on 12 April 2005 and 40,239,443 shares were
subscribed and fully paid up. The remaining 3,260,557 shares were subscribed and fully paid by the underwriter at a pre-
mium of 350 fils per share as provided for in the underwriting agreement. As of 14 April 2005, KD 17,084,528 representing
the total proceeds from the rights issue, net of underwriting expenses was received in full. The underwriting expenses of KD
478,500 were set off against the share premium.

15. LEGAL RESERVE

As required by the Commercial Companies’ Law and the Company’s Articles of Association, 10% of the profit for the year
before appropriations has been transferred to legal reserve. The Company may resolve to discontinue such annual transfers
when this reserve reaches a minimum of 50% of share capital. Distribution of this reserve is limited to the amount required
to enable the payment of a dividend of 5% of the share capital in years when retained earnings are not sufficient for payment
of such dividend.
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21. INVESTMENT INCOME

Gain from investments at fair value through statement of income
Dividend income

22, OTHER INCOME

Net foreign exchange loss

Interest income

Gain on disposal of property and equipment
Miscellaneous income

23. PROVISION FOR NLST

2006
KD
3,338,215

864,820

4,203,035

2006

KD
(92,903)
309,479

37,229

253,805

2005

KD
2,070,937
326,238

2,397,175

2005
KD
(81,905)
389,702
4,157
33,205
345,249

During 2006, the Group filed a suit against the Ministry of Finance against their claim for additional amount of KD 441,518
towards NLST for the period from 2001 to 2004. This claim represents difference between NLST computed based on the
annual consolidated net profit of the Group and that computed based on the annual net profit of the Parent Company.

As a result of the above, the Group continued to account for NLST based on the annual net profit of the Parent Company
for 2005 and 2006. During 2006, the Group did not provide for NLST as the Parent Company incurred a loss.

The claim is outstanding pending the decision of the court.



L ccCcSmo—

"JUBWIDSS 1SET S|PPIN PUB BOULY 8U1 Ul AjJius papn|oul e SainjuaA JUIof pue sejeloosse s,dnols) syl Jo synsal ay |
'S19SSE 91840dI00 PB1ed0|jeun O} palejas Ajulew aJe sasusdxs Yseo-uou pue ainjpuadxe [elded ‘esuadxe uoneloalde(

826'166'96 9¥0'G05°/6

Ry A kA2 198892/

L9v'2))'ey ¥88'779't - £8G'/21'8¢ 6.1'920°02 - - 6.1'920'02

082'2ey'SS 17526195k

0£6'896'08 ¥ee'219'66

00e°eSY 7. - Gel'el0'S G/1'088'69 202'085°09 - 696'865'C 862'186'95

200'G9.'Y L0Z'86." |

(@9t'esty) (66+'920')

¥91°216'8 61126 20/'6/9 8686718 007'¥28‘S v/G'GYy v66'288" | 268'S6'e

¥91'G9/'6.7 9£8'600'S 626'605'99 662'Gre'80Y 718'968° L.y  068'650°/E ££0'608'/8 168'1€0"'L7E

i ax ax ax a ax ax aM
|eloL }se3 Jeg edouBwy yinog  ise3 S|ppIN [eoL }sex Jed eouawy yinosg  ised 3|ppIN
pue eisy pue wno\_sm pue edl}y pue eisy pue QQO‘_SN pue edl}y
G002 9002

Sonliqel [eioL

senljigel eyelodiod peresoleun

seljiqel| Juswbes
S)esse [e10|

s19sSe 81840dJ00 Pa1RDO|BUN

s1esse Juswbeg
:uonewojul J3Y10
woud Bunessdp

sasuadxs 81e40dI00 Pa1edo|eun

ynsai Juswbeg
soes

:SMOJ|0} Se pasuewwnNS s| siuswbsas [ediydelbosb s,dnols) syl Inoge uoiewloju| *sionpoid winsjoad pue (10 apnJo Jo Buipell syl ‘uswibas Aisnpul suo ul selesado dnols) sy |

Xooaos-+ NOOW®

NOILVINHOZNI LNIWO3S '8¢

900z Jequieos( |g papus Jeak oy o4

SJUBWISILIS [BIOURUIL PB1BPII0SUO)) 8] 0} S8I0N

SelelpISgNS puy (Pasoo) 'e's Auedwo) dnois) wns|olied uspusdepul

38



OOCON ~=~0TOHN —OCS33>

40

Independent Petroleum Group Company s.a.k. (closed) And Subsidiaries

Notes to the Consolidated Financial Statements

For the year ended 31 December 2006

29. FINANCIAL INSTRUMENTS - FAIR VALUE AND RISK MANAGEMENT (Continued)

Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between knowl-
edgeable willing parties in an arm’s length transaction, other than in a forced or liquidation sale. Fair values are obtained
from quoted market prices, discounted cash flow models and other models as appropriate. The following methods and
assumptions are used to estimate the fair value of each class of financial instruments:

Receivables, payables and short-term borrowings
The carrying amounts approximate fair values because of the short maturity of such instruments.

Cash and bank balances, deposits and investments

The carrying amounts of cash and bank balances and deposits approximate fair values. The fair value of quoted securities
is based on market quotations. The Group’s management did not have access to relevant information in order to reliably
measure the fair value of the unquoted securities that are available-for-sale. Accordingly, the carrying amount of these
investments is based on their cost. In the opinion of management, the fair value of these investments is not significantly
different from their carrying amount.

Future and swap contracts
The fair value of the Group’s open futures and swap contracts are the estimated amounts that the Group would receive or
pay to terminate the contracts at the balance sheet date. The estimated fair values of these contracts are as follows:

Notional Notional Fair Fair

amount amount value value

2006 2005 2006 2005

KD KD KD KD
Swap contracts Buy 4,177,450 15,560,269 4,132,074 15,801,874
Swap contracts  Sell 9,459,547 16,651,294 9,343,443 17,145,911
Future contracts Buy - 2,706,795 - 2,689,099
Future contracts Sell 3,345,043 15,101,073 3,167,040 14,839,637



