






































































































































































































































PUBLIC FINANCE

Government Finance

Government of Ras Al Khaimah Budget and Financials

The Government of Ras Al Khaimah is organised into 17 major departments and authorities, each
with specific responsibilities. The departments’ budgets and financial statements are prepared on a
yearly basis and all revenues collected by the various departments are credited to one main revenue
account held by the Finance Department of the Government of Ras Al Khaimah. The departments’
expenditures are paid for by the Finance Department in accordance with the approved annual budget
for each department. The government entities prepare their annual budgets and financial statements
independently from the Finance Department, however, funds are transferred from these entities to the
Finance Department as and when required by the Government of Ras Al Khaimah. The Government
of Ras Al Khaimah budget is prepared independently from the UAE federal budget.

The table below shows a summary of the Ras Al Khaimah fiscal accounts for each of the years
indicated.

2003 2004 2005 2006
(AED million)
Hydrocarbon revenues 155.29 235.54 275.76 318.63
Oil & gas revenue 155.29 235.54 275.76 318.63
Other revenues 578.28 787.50 988.83 1,348.60
Customs 16.90 22.43 20.72 51.50
Finance & other government departs 111.25 84.86 113.38 122.41
Municipality 53.50 71.20 91.45 115.18
Port and maritime 59.50 83.62 95.18 132.23
Industrial development 10.80 15.64 37.40 135.28
Mineral development 285.68 444.68 557.78 709.49
Tourism, travel and hospitality 40.65 65.08 72.90 82.52
Total revenues 733.57 1,023.05 1,264.57 1,667.24
Current expenditure 618.24 756.30 1,065.51 1,118.48
Wages and salaries 173.20 189.26 208.88 232.43
General expenses 429.30 542.32 815.62 830.43
Finance costs 7.25 8.66 28.59 24.78
Others 8.50 16.04 12.42 30.84
Development expenditure 88.08 238.20 441.86 655.43
Capital expenditure 88.08 238.20 441.86 655.43
Domestic loans and equity investments 129.66 6.71 (273.11) (139.47)
Loans (Net) 61.99 (82.93) 139.76 (617.34)
Equity investments (Net) 67.67 89.64 (412.88) 477.87
Contribution from federal government (72.00) (22.00) (22.00) (22.00)
Federal grants (72.00) (22.00) (22.00) (22.00)
Total expenditure 764.00 979.21 1,212.26 1,612.44
Surplus/(deficit) (30.41) 43.83 52.33 54.78

Source: The Finance Department and other government entities

Revenue

Ras Al Khaimah’s revenues totalled AED1,667 million for the year ended 31 December 2006 as
compared to AEDI1,265 million, AED1,023 million and AED734 million for the years ended 31
December 2005, 2004 and 2003 respectively.

Ras Al Khaimah’s revenues are principally derived from mineral development, which is undertaken
directly by government bodies. This sector accounted for almost 43 per cent. of the Emirate’s revenue
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in 2006, 44 per cent. in 2005, 43 per cent. in 2004 and 38 per cent. in 2003. Mineral development
revenues have increased by over 100 per cent. over this period. Ras Al Khaimah’s other revenues are
derived from a range of sources including hydrocarbon revenues, industrial development (principally
fees for granting licenses and permits), port and maritime revenues, revenues from government
departments and local charges levied by municipalities.

Revenue derived from industrial development consists of revenue from RAK Free Trade Zone and
RAK Investment Authority which amounted to AEDI35 million for the year ended 31 December
2006 as compared to AED37 million, AEDI16 million and AEDI11 million for the years ended
31 December 2005, 2004 and 2003 respectively.

Expenditure

Ras Al Khaimah’s expenditures principally comprise current expenditure, capital expenditure and
loans and equity investments. Ras Al Khaimah’s current expenditure comprised 69 per cent. of its
total expenditure in 2006, 88 per cent. in 2005 and 77 per cent. in 2004 and 81 per cent. in 2003.
Current expenditures principally comprise wages and salaries and general expenses such as payments
for goods and services used by the various government departments and entities.

Capital expenditure represents the funds used by the Government of Ras Al Khaimah to acquire or
upgrade physical assets such as property, industrial buildings or equipment, roads or other
infrastructure development. These expenditures include new assets purchased or developed, major
repairs, which increase the working capacity or economic life of existing assets and expenditures
related to capital work in progress.

Government Surplus or Deficit

In 2006, Ras Al Khaimah recorded a surplus of AEDS55 million. A surplus was also recorded in 2005
and 2004 of AEDS52 million and AED44 million, respectively compared to a deficit of AED30 million
in the year 2003.

Investments

The table below shows the principal commercial enterprises, both listed and unlisted, in which the
Government of Ras Al Khaimah is a shareholder. The market value of the Government of Ras Al
Khaimah’s holding in listed companies, and the percentage of such companies owned by the
Government of Ras Al Khaimah, in each case as of 30 June 2007 are as follows:

Listed Companies

Market
Value of
Government
shares at Percentage
Company Name 30 June 2007 held
(AED million)*
RAK Bank 2,062.51 52.75%
Union Cement Company 1,129.85 40.84%
Gulf Cement Company 390.44 9.21%
Gulf Pharmaceutical Industries 279.75 29.52%
RAK National Insurance Co 131.76 4.70%
RAK Ceramics 116.82 4.97%
Commercial Bank International 103.60 3.71%
RAK Properties 102.33 3.28%
RAK Co. for White Cement 77.32 8.45%
RAK Poultry and Feeding Co 17.85 5.44%
Surooh Co. for Real Estate 13.69 0.14%

Source: The Finance Department and other government entities
* Note: investments below AED35,000,000 in value have not been included

The Government’s investments in non-listed companies have all been made through the Authority.
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Non-Listed Companies

Book Value of
Government’s
shareholding
at 30 June Percentage
Company Name 2007 held
(AED million)*
Falcon Technologies International LLC 56.50 33.00%
JBF RAK LLC 47.84 40.00%
Pioneer Cement Industries LLC 27.50 51.00%
RAK Aluminium Ltd. 18.39 30.00%
Beaufort RAK LLC 15.42 98.72%
Rakeen (Egypt) 9.90 25.00%
London International Television Ltd. 8.94 80.86%
Spira International LLC. 7.35 20.00%
Al Jazeera Farms Products LLC 5.07 100.00%

Source: The Finance Department and other government entities
* Note: Investments below AEDS5,000,000 have not been included

All the shareholdings listed in the tables above are fully paid up.
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FINANCIAL INFORMATION

Auditors’ review report in respect of the financial statements of the Authority for the six
month period ended 30 June 2007

Financial statements of the Authority for the six month period ended 30 June 2007

Auditors’ report in respect of the financial statements of the Authority for the year ended 31
December 2006

Financial statements of the Authority for the year ended 31 December 2006

Auditors’ report in respect of the financial statements of the Authority for the year ended 31
December 2005

Financial statements of the Authority for the period ended 31 December 2005
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Independent Auditor’s Report on Review
of Interim Condensed Financial Information

101480005

Messrs RAK Investment Authority
Government of Ras Al Khaimah
Ras AL-Khaimah—United Arab Emirates.

Introduction

We have reviewed the accompanying interim condensed balance sheet of Ras Al Khaimah Investment
Authority (a government owned entity)-Ras Al Khaimah as of 30 June 2007 and the related interim
condensed statements of income, changes in government equity and cash flows for the six-month
period then ended and explanatory notes. Management is responsible for the preparation and fair
presentation of this interim condensed financial information in accordance with International
Accounting Standard No. 34, “Interim Financial Reporting”. Our responsibility is to express a
conclusion on this interim condensed financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial information Performed by the Independent Auditor of the Entity”. A
review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim condensed financial information does not give a true and fair view of the
financial position of the Authority as at 30 June 2007, and of its financial performance and its cash
flows for the six-month period then ended in accordance with International Accounting Standard
No. 34, “Interim Financial Reporting”.

TALAL ABU-GHAZALEH & CO. INTERNATIONAL
TALAT FARES ZABEN
LICENSED AUDITOR NO. 68

Ras Al-Khaimah,
Ist August 2007
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RAK INVESTMENT AUTHORITY

GOVERNMENT OF RAS AL KHAIMAH

RAS AL KHAIMAH

UNITED ARAB EMIRATES

INTERIM CONDENSED BALANCE SHEET

AS OF 30 JUNE 2007 (Unaudited)
EXHIBIT A

ASSETS

Non-Current Assets:

Land

Property and equipment
Investment in subsidiaries
Investment in associates
Available-for-sale investments
Other investments

Total Non-Current Assets

Current Assets:

Accounts receivable & others
Loan to subsidiaries

Due from subsidiaries

Due from associates

Cash and banks

Total Current Assets

TOTAL ASSETS

GOVERNMENT EQUITY & LIABILITIES
Capital and Reserves:

Capital reserve

Change in fair value of available-for-sale-investment
Retained earnings

Net Government Equity—Exhibit C

Non-Current Liabilities:
Unsecured loans

End of service benefit obligation
Medium-term bank loan

Total Non-Current Liabilities
Current Liabilities:
Accounts payable & others
Current maturity of medium term bank loan
Short-term borrowings from bank

Total Current Liabilities

TOTAL GOVERNMENT EQUITY & LIABILITIES

Note

NN AW

10

11
12

13
14

31 December

30 June 2007 2006
(Unaudited) (Audited)
AED AED
635,793,521 635,793,521
92,420,725 11,665,912
57,807,221 45,928,611
151,212,525 98,407,729
68,100,000 —
475,234 475,234
1,005,809,226 792,271,007
63,107,582 5,887,410
19,574,591 6,419,159
250,957 209,519
1,091,949 824,943
49,382,761 8,732,588
133,407,840 22,073,619
1,139,217,066 814,344,626
635,793,521 635,793,521
(7,800,000) —
33,160,149 16,806,844
661,153,670 652,600,365
142,292,467 135,292,467
47,956 47,956
30,625,000 —
172,965,423 135,340,423
174,212,132 26,403,838
4,375,000 —
126,510,841 —
305,097,973 26,403,838
1,139,217,066 814,344,626

The Accompanying notes constitute an integral part of
these interim condensed financial statements (unaudited)

These Interim Condensed financial statements have been approved for issue on 1 August 2007 by:

DR. KHATER MASSAAD
Chief Executive Officer

F-5

c97328pu060 Proof 13: 3.12.07 B/L Revision: 0 Operator HarS



RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

INTERIM CONDENSED STATEMENT OF INCOME
FOR THE PERIOD ENDED 30 JUNE 2007 (Unaudited)

EXHIBIT B
For Six Months Ended
30 June 2007 30 June 2006
(Unaudited) (Unaudited)
AED AED

Revenue 51,262,328 16,702,230
Direct expenses (8,128,463) (1,532,665)
Gross profit 43,133,865 15,169,565
Other income 5,674,651 1,012,001
Marketing expenses (10,077,995) (852,858)
Administrative expenses (16,359,454) (1,827,452)
Finance costs (6,017,762) (2,755,882)
Profit for the period—Exhibit C 16,353,305 10,745,374

The Accompanying notes constitute an integral part of
these interim condensed financial statements (unaudited)
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RAK INVESTMENT AUTHORITY

GOVERNMENT OF RAS AL KHAIMAH

RAS AL KHAIMAH

UNITED ARAB EMIRATES

INTERIM CONDENSED STATEMENT OF CHANGES IN

GOVERNMENT EQUITY

FOR THE PERIOD ENDED 30 JUNE 2007 (UNAUDITED)

EXHIBIT C

Changes in

fair value of

available

Capital for sale Retained
Reserve investment earnings Net
AED AED AED AED
Balance at 31 December 2005

(Audited) 30,373,234 — 2,219,829 32,593,063
Profit for the period—Exhibit B — — 10,745,374 10,745,374
Capital reserve against land 91,647,788 — — 91,647,788
Balance at 30 June 2006 (Unaudited) 122,021,022 — 12,965,203 134,986,225
Balance 31 December 2006 (Audited)—

Exhibit A 635,793,521 — 16,806,844 652,600,365
Profit for the period-Exhibit B — — 16,353,305 16,353,305
Difference resulting from

remeasurement of investment in

share-Note (7) — (7,800,000) — (7,800,000)
Balance 30 June 2007 (Unaudited)—

Exhibit A 635,793,521 (7,800,000) 33,160,149 661,153,670

The Accompanying notes constitute an integral part of
these interim condensed financial statements (unaudited)
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

INTERIM CONDENSED STATEMENT OF CASH FLOWS
FOR THE PERIOD ENDED 30 JUNE 2007 (Unaudited)

EXHIBIT D

30 June 2007

30 June 2006

(Unaudited) (Unaudited)
AED AED

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit for the period—Exhibit B 16,353,305 10,745,374
Adjustments for:
Depreciation 48,000 11,028
Finance costs 6,017,762 2,755,882
Profit before working capital changes 22,419,067 13,512,284
Change in current assets—(Increase) (70,637,048) (21,174,510)
Change in current liabilities—Increase/(Decrease) 147,808,294 (2,239,182)
Net cash from operating activities 99,590,313 (9,901,408)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment (80,849,813) (1,097,963)

Investment in subsidiaries
Investment in associates

(11,878,610)
(52,804,796)

(36,762,589)
(25,111,850)

Available-for-sale investments (75,900,000) (368,000)
Total cash (used in) investing activities (221,433,219) (63,340,402)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from short-term borrowings from bank 126,510,841 —
Proceeds from medium-term bank loan 35,000,000 —
Proceeds from unsecured loan 7,000,000 76,054,195
Finance costs paid (6,017,762) (2,755,882)
Net cash provided by financing activities 162,493,079 73,298,313
Net Increase in cash and cash equivalents 40,650,173 56,503
Cash and cash equivalents at beginning of the period 8,705,716 2,355,451
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD-Note

10 49,355,889 2,411,954

The Accompanying notes constitute an integral part of
these interim condensed financial statements (unaudited)
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS
FOR THE PERIOD ENDED 30 JUNE 2007 (Unaudited)

1. LEGAL STATUS AND PRINCIPAL ACTIVITIES:

RAK Investment Authority, a government owned Entity (hereinafter referred to as “the Authority’)
was established by the Government of Ras Al Khaimah, U.A.E. under Emiri Decree No. 2 dated 1*
February 2005 issued by H.H. Sheikh Saqr Bin Mohammad Bin Salim Al Qassimi, Ruler of the
Emirate of Ras Al Khaimah. The domicile of the Authority is in Ras Al Khaimah city, Emirate of
Ras Al Khaimah, United Arab Emirates.

The main activities of the Authority are:
1.  Investments in various Projects.

2. Developing and Promoting Industrial, Tourism & Real Estate activities in the Emirate of Ras
Al Khaimabh.

3. Issuing Licenses and collecting Lease Rents from companies registered in Free Zone and
Industrial Zone in the Emirate of Ras Al Khaimah.

4.  Attracting Investments in Industrial Sectors in the Emirate of Ras Al Khaimah.

2.  BASIS OF PREPARATION OF INTERIM CONDENSED FINANCIAL STATEMENTS:

The interim condensed financial statements have been prepared in accordance with the International
Financial Reporting Standards (“IFRS”) 1AS 34 Interim Financial Reporting. They do not include all
the information required for full annual financial statements, and should be read in conjunction with
the financial statements of the Authority as at and for the year ended 31 December 2006.

In preparing these interim condensed financial statements, the significant judgments made by the
management in applying the Authority’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the financial statements as at and for the year
ended 31 December 2006 except for the adoption of new accounting policy which is applied and
selected from current period. In addition, results for the six months ended 30 June 2007 are not
necessarily indicative of the results that may be expected for the financial year ending 31 December
2007.

Adoption of new accounting policy for available-for-sale investments:

Available-for-sale investments initially recognized at cost being the fair value of the consideration
given.

After initial recognition, available-for-sale investments measured at fair value. The fair value of the
available-for-sale investments is its market value. Any differences resulting from re-measurement of
available-for-sale investments reported in government equity as changes in fair value of available-for-
sale investments.

When these investments are sold, the gain or loss, which previously reported in government equity
within changes in fair value of available-for-sale investments transferred to income statement in the
current period.

LAND:

The Land shown in Exhibit A amounting to AED 635,793,521 consists of various parcels of
land granted by the government of Ras Al-Khaimah at free of cost with service area of
17,878,885 square metres. The land is stated as per valuation report of valuer and off setting
amount is credited to capital reserve in government equity.

b. The land with service area 906,346.65 square metres, located in Al Jazeera area, Ras Al-
Khaimah industrial free zone has been first degree mortgaged in favour of bank against credit
facilities obtained.
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C. The land with service area 2,409,771 square metres located in Al Ghayl, Ras Al-Khaimah has
been mortgaged in favour of bank against credit facility of medium-term loan.

4. PROPERTY AND EQUIPMENT:

(a) Property and equipment are stated at cost less accumulated depreciation as follows:

Office Capital
equipment & Motor Work-in-
Cost furniture vehicles progress Total
AED AED AED AED
At 1 January 2006 184,410 319,260 11,223,210 11,726,880
Additions 403,222 — 80,446,591 80,849,813
Transfer — (47,000) — (47,000)
At 30 June 2007 587,632 272,260 91,669,801 92,529,693
Accumulated Depreciation
At 1 January 2006 32,713 28,255 — 60,968
Charge for the period 34,000 14,000 — 48,000
At 30 June 2007 66,713 42,255 — 108,968
Net Book Value:
At 31 December 2006 (Audited)-Exhibit A 151,697 291,005 11,223,210 11,665,912
At 30 June 2007 (Unaudited)-Exhibit A 520,919 230,005 91,669,801 92,420,725

(b) Work-in-progress amounting to AED 91,669,801 as shown above represents the infrastructure
development in free zone industrial area.
5. INVESTMENT IN SUBSIDIARIES:

(a) The movement over these investments are as follows:

Ownership 30 June 31 December
Ratio 2007 AED 2006 AED
(Unaudited) (Audited)

Pioneer Cement industries 51 27,500,000 27,500,000
Beaufort RAK LLC 98.72 15,420,000 15,420,000
Al Jazeera Farm product LLC-Note 5 (¢) 100 5,070,051 2,832,611
Sterling Media Group LLC- Note 5 (b) & (¢) 90 50,000 50,000
Condor Distribution & Services LLC-Note 5 (b) 80 126,000 126,000
RAK Power LLC-Note 5 (b) & (c) 70 700,000 —
London International Television Ltd.—-Note 5(b), (¢) &

(d) 80.86 8,941,170 —
Total-Exhibit A 57,807,221 45,928,611

(b) These subsidiaries have not started their commercial activities as of the financial statements date.

(c) The subsidiary investment value represents the share of RAK Investment Authority as of
interim condensed financial statements date.

(d) This represents the investment in subsidiaries located in foreign countries.
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6. INVESTMENT IN ASSOCIATES:
(a) This item consists of the following:

JBF RAK LLC-Note 6 (b)

Spira International-Note 6 (b)

Petropack LLC-Note 6 (b)

Rak Ghani Glass LLC-Note 6 (b) & (c)

Polo RAK Amusement LLC-Note 6 (b) & (c)

Sagar Education & Medical Enterprise FZC-Note 6 (b)
& ()

Falcon Technologies & Medical Enterprise FZC-Note 6
(c)

Ahmadah RAK International Logistic Services LLC Note
6(b) & ()

RAK Aluminium Ltd-Note 6 (b), (c) & (d)

Rakeen Egypt for Real Estate Investment-Note 6 (b), (c)
& (d)

Total-Exhibit A

Ownership
Ratio

40

20

40
33.33
25.5

30
33

26
30

25

30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
47,843,448 44,170,000
7,347,000 7,347,000
2,000,000 2,000,000
4,890,787 1,597,729
3,825,000 1,275,000
18,000 18,000
56,500,000 42,000,000
500,000 —
18,386,400 —
9,901,890 —
151,212,525 98,407,729

(b) These associate companies have not started their commercial activities as of the interim

condensed financial statements date.

(c) The associate investments value represents the share of RAK investment authority as of interim

condensed financial statements date.

(d) This represents the investment in associate companies located in foreign countries.

7. AVAILABALE-FOR-SALE INVESTMENTS:
The movement over these investments are as follows:

Purchase during the period

Difference resulting from remeasurement of investment in share —

Exhibit C

Net—Exhibit A

8. ACCOUNTS RECEIVABLE & OTHERS:
(a) This item consists of the following:

Accounts receivable
Other receivables—Note 8 (b)

Total-Exhibit A
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30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
75,900,000 —
(7,800,000) —
68,100,000 —
30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
29,398,368 5,427,328
33,709,214 460,082
63,107,582 5,887,410




(b) Other receivables:
This item consists of the following:

Due from employees
Advances to suppliers
Sundry receivables

Total-Note 8 (a) above

9. LOAN TO SUBSIDIARIES:
This item consists of the following:

Beaufort RAK LLC

Rakeen Development PJSC

London International Television Ltd.
JBF-RAK

Total-Exhibit A

10. CASH AND BANKS:
This item consists of the following:

Cash on hand
Bank checking accounts
Fixed deposit with maturity of less than three months

Cash and cash equivalents—Exhibit D
Margin deposits with bank

Cash and banks—Exhibit A

11. UNSECURED LOAN:
(a) The movements over these loans during the period were as follows:

Loan balance at 1 January
Loans obtained during the period
Repayment during the period

Loan balance—Exhibit A
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30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
129,297 175,821
33,579,917 244,410
— 39,851
33,709,214 460,082
30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
8,910,436 4,910,436
9,935,748 —
— 1,480,316
728,407 28,407
19,574,591 6,419,159
30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
206,360 96,788
37,479,529 5,008,928
11,670,000 3,600,000
49,355,889 8,705,716
26,872 26,872
49,382,761 8,732,588
30 June 31 December
2007 2006
(Unaudited) (Audited)
AED AED
135,292,467 18,438,272
7,000,000 118,054,195
— (1,200,000)
142,292,467 135,292,467




(b) The loans have been obtained from the following entities:

30 June 31 December

2007 2006

(Unaudited) (Audited)

AED AED

Loans obtained from Emirates Rocks & Marbles—Note 11 (c) 141,289,467 134,289,467
Loans obtained from Fast Logistic Services—LLC 1,003,000 1,003,000
Loan balance 142,292,467 135,292,467

(¢) The loan from Emirates Rocks & Marbles amounting to AED 141,289,467 represents the loan
obtained at market rate to provide funding support to the Authority for ongoing investment
projects in the Emirate of Ras Al Khaimah. According to the loan agreement, the principal loan

will be repaid in 12 quarterly instalment starting from 2008.

12. MEDIUM TERM BANK LOAN:

Medium term bank loan amounting to AED 35,000,000 (Exhibit A) was obtained to finance the
development of RAK Industrial Free Zone Phase-1I. The loan will be repaid in 8 equal semi-annual
instalments commencing from January 2008 alongwith interest. The interest charged on the above
loan is 1.5% plus EIBOR. The maturity wise detail of the loan is as follows:

30 June 31 December

2007 2006

(Unaudited) (Audited)

AED AED

Medium term maturity of bank term loan—Exhibit A 30,625,000 —

Current maturity of bank term loan—Exhibit A 4,375,000 —

Total 35,000,000 —
13. ACCOUNTS PAYABLE & OTHERS:

This item consists of the following:

30 June 31 December

2007 2006

(Unaudited) (Audited)

AED AED

Accounts payable 101,209,151 11,234,286

Advances from clients and others 44,874,671 1,160,065

Advance lease rent 24,738,223 5,499,740

Other payables 3,390,087 8,509,747

Total-Exhibit A 174,212,132 26,403,838

14. SHORT TERM BORROWINGS FROM BANK:

Short term borrowings from bank amounting to AED 126,510,841 (Exhibit A) represent the bank
overdraft balance as of the interim condensed financial statements’ date. The bank overdraft facility is
limited to AED 150,000,000 as of 30 June 2007.

15. GENERAL:
(a) Prior periods figures have been reclassified wherever necessary for the purpose of comparison.

(b) The figures in these Interim Condensed Financial Statements are rounded to the nearest Dirham
of United Arab Emirates.
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Independent Auditor’s Report

MI/S. RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH

UNITED ARAB EMIRATES.

We have audited the accompanying financial statements of RAK INVESTMENT AUTHORITY (a
government owned entity)-RAS AL KHAIMAH, which comprise the balance sheet as at 31 December
2006, and the income statement, statement of changes in government equity and cash flow statement
for the year then ended, and a summary of significant accounting policies and other explanatory
notes.

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with International Financial Reporting Standards. This responsibility includes: designing,
implementing and maintaining internal control relevant to the presentation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Our responsibility is to express an opinion on these 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 financial statements are free of material misstatement. An audit involves
performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the management, as well as evaluating the
overall presentation of the financial statements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinion.

In our opinion, the financial statements give a true and fair view of the financial position of RAK
INVESTMENT AUTHORITY (a government owned entity)-RAS AL KHAIMAH as of 31
December 2006, and of its financial performance and its cash flows for the year then ended in
accordance with International Financial Reporting Standards.

TALAL ABU-GHAZALEH & CO. INTERNATIONAL
TALAT FARES ZABEN
LICENSED AUDITOR NO. 68

Ras Al Khaimah
28 May 2007
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RAK INVESTMENT AUTHORITY

GOVERNMENT OF RAS AL KHAIMAH

RAS AL KHAIMAH
UNITED ARAB EMIRATES

BALANCE SHEET AS AT 31 DECEMBER 2006

EXHIBIT A

ASSETS Note 2006 2005

AED AED
Non-Current Assets:
Land 3 635,793,521 30,373,234
Property and equipment 4 11,665,912 955,064
Investment in subsidiaries 5 45,928,611 9,091,272
Investment in associates 6 98,407,729 9,650,119
Investments 7 475,234 —
Total Non-Current Assets 792,271,007 50,069,689
Current Assets:
Accounts receivable & others 8 5,887,410 8,299,480
Loan to subsidiaries 9 6,419,159 —
Due from subsidiaries 10 209,519 —
Due from associates 11 824,943 —
Cash and banks 12 8,732,588 2,382,323
Total Current Assets 22,073,619 10,681,803
TOTAL ASSETS 814,344,626 60,751,492
GOVERNMENT EQUITY & LIABILITIES
Capital and Reserves:
Capital reserve 635,793,521 30,373,234
Retained earnings 16,806,844 2,219,829
Total Government Equity—Exhibit C 652,600,365 32,593,063
Non-Current Liabilities:
Unsecured loans 13 135,292,467 18,438,272
End of service benefit obligation 20 47,956 13,186
Total Non-Current Liabilities 135,340,423 18,451,458
Current Liabilities:
Accounts payable & others 14 26,403,838 9,706,971
TOTAL GOVERNMENT EQUITY & LIABILITIES 814,344,626 60,751,492

Dr KHATER MASSAAD
Chief Executive Officer

The Accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH

RAS AL KHAIMAH

UNITED ARAB EMIRATES

STATEMENT OF INCOME FOR THE YEAR
ENDED 31 DECEMBER 2006

EXHIBIT B

Revenue
Direct expenses

Gross profit

Other income
Marketing expenses
Administrative expenses
Finance costs

Profit for the year—Exhibit C

Note

15
16

17
18
19
20

1 February

2005 to

31 December

2006 2005
AED AED
36,798,760 9,612,874
(6,726,116) (5,423,667)
30,072,644 4,189,207
4,577,451 97,010
(3,787,682) (656,904)
(8,769,950) (1,409,484)
(7,505,448) —
14,587,015 2,219,829

The Accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY

GOVERNMENT OF RAS AL KHAIMAH

RAS AL KHAIMAH
UNITED ARAB EMIRATES

STATEMENT OF CHANGES IN GOVERNMENT EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2006

EXHIBIT C

Capital reserve introduced against land-Note 2 (¢) & 3
Profit for the period—Exhibit B

Balance 31 December 2005-Exhibit A
Profit for the year—Exhibit B
Capital reserve against land—Note 2 (c) & 3

Balance 31st December 2006 — Exhibit A

Capital Retained
reserve earnings Total
AED AED AED
30,373,234 — 30,373,234
— 2,219,829 2,219,829
30,373,234 2,219,829 32,593,063
— 14,587,015 14,587,015
605,420,287 — 605,420,287
635,793,521 16,806,844 652,600,365

The Accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY

GOVERNMENT OF RAS AL KHAIMAH

RAS AL KHAIMAH
UNITED ARAB EMIRATES

STATEMENT OF CASH FLOWS FOR THE

YEAR ENDED 31 DECEMBER 2006

EXHIBIT D

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit for the year—Exhibit B
Adjustments for:
Depreciation

End of service benefits
Finance costs

Operating profit before working capital changes
Accounts receivable and others—Decrease/ (Increase)
Accounts payable and others—Increase

Due from subsidiaries—(Increase)

Due from associates—(Increase)

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment

Capital work in progress

Investment in subsidiaries

Investment in associates

Investments

Margin deposit with bank

Total cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from unsecured loans

Loan to a subsidiaries

Finance costs paid

Net cash from financing activities

Net Increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

CASH AND CASH EQUIVALENTS AT END OF YEAR —
Note 2 (k) & 12

2006 2005
AED AED
14,587,015 2,219,829
53,149 7,819
34,770 13,186
7,505,448 -
22,180,382 2,240,834
2,412,070 (8,299,480)
9,228,943 9,706,971
(209,519) —
(824,943) —
32,786,933 3,648,325
(450,787) (52,883)
(10,313,210) (910,000)
(36,837,339)  (9,091,272)
(88,757,610)  (9,650,119)
(475,234) —
— (26,872)
(136,834,180)  (19,731,146)
116,854,195 18,438,272
(6,419,159) —
(37,524) —
110,397,512 18,438,272
6,350,265 2,355,451
2,355,451 —
8,705,716 2,355,451

The Accompanying notes constitute an integral part of these financial statements
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1.

RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

NOTES TO THE FINANCIAL STATEMENTS

LEGAL STATUS AND ACTIVITIES:

RAK Investment Authority, a government owned Entity (hereinafter referred to as “the Authority’)
was established by the Government of Ras Al Khaimah, U.A.E. under Emiri Decree No. 2 dated 1%
February 2005 issued by H.H. Sheikh Saqr Bin Mohammad Bin Salim Al Qassimi, Ruler of the
Emirate of Ras Al Khaimah. The domicile of the Authority is in Ras Al Khaimah city, Emirate of
Ras Al Khaimah, United Arab Emirates.

The main activities of the Authority are:

1.
2.

2.

Investments in various Projects.

Developing and Promoting Industrial, Tourism & Real Estate activities in the Emirate of Ras
Al Khaimabh.

Issuing Licenses and collecting Lease Rents from companies registered in Free Zone and
Industrial Zone in the Emirate of Ras Al Khaimah.

Attracting Investments in Industrial Sectors in the Emirate of Ras Al Khaimah.

SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of the Authority are presented in accordance with International Financial
Reporting Standards. The following are the significant accounting policies adopted by the Authority:

(@)

(b)

(©)

(d)

(e)

Accounting convention:
The attached financial statements are prepared under the historical cost convention.

Trade and settlement date accounting:

The Authority adopts the trade date accounting for the regular way purchase and sale of
various categories of financial assets. Trade date accounting requires the recognition of the
financial assets on the date of its acquisition or sale by the Authority.

Land

Land has been allotted to the Authority by the Government of Ras Al Khaimah at free of cost
to set up Free Zones and Industrial Zones in the Emirate of Ras Al Khaimah as per IAS 20.
Land is stated as per Valuation Report of Valuer and surplus has been transferred to capital
reserve account.

Property and equipment:

Property and equipment are stated at cost less accumulated depreciation. Cost comprises the
purchase price and any attributable cost of bringing the assets to its working condition for its
intended use as per IAS-16.

Depreciation:

The Authority applies the straight-line method in depreciating its property and equipment over
their estimated useful lives of service. Annual rates of depreciation used are as follows:

%
Office equipment & furniture 25%-33.33%
Motor vehicles 25%
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()

@

(h)

@@

®

(k)

(U]

(m)

(n)

(0)

Investment in Subsidiaries:

Subsidiaries are defined as enterprises that are controlled by the Authority, namely companies in
which the Authority has the power to govern the financial and operating policies so as to obtain
benefits from their activities. Generally, these include enterprises in which the Authority
ownership is more than 50 % of the voting powers of these investees. Investments in subsidiaries
are stated at cost.

Any gain or loss resulting from investment in the subsidiaries are recognized in income
statement for the current year.

Investment in Associates:

Investment in associates accounted at cost. The Authority did not file, nor is it in the process of
filing, its financial statements with a securities commission or any other regulatory organization,
for the purpose of issuing any class of instruments in a public market.

The income statement reflects income from investment in associates only to the extent that the
Authority receives distributions from accumulated profits of the investee arising subsequent to
the date of acquisition.

Investments:
Investments stated at cost.

Trade accounts receivable:
Trade accounts receivable are stated at original invoiced amount.

Postdated cheques received:

Postdated cheques received are recognized and accounted for in the books of account upon their
actual collection.

Cash and cash equivalents:

Cash represents cash in hand and checking accounts with banks. Cash equivalents represent all
highly liquid investments that are readily convertible into known amounts of cash which are
subject to an insignificant risk of changes in value and include call deposits and fixed deposits
with maturities of three months or less from the date of placement. Bank overdraft balances
that fluctuate from debit to credit during the year are deducted from cash and cash equivalents.

End of service benefit obligation:

The employees’ end of service benefit obligation (indemnity) is accounted for non—-UAE national
employees on the basis of UAE Federal Labour Law.

Short-term employees’ benefits :

The short-term employee’s benefits are accounted for on the basis of U.A.E. Federal Labour
Law. The leave obligation thereof is calculated on basic salary plus house and car allowance of
each employee and 30 leave days for each year of service completed.

Air-ticket obligation is accounted for individually for eligible employees as per the terms and
conditions of employment contracts. Computation is based on the quoted market prices
currently available to the Authority for air tickets to various destinations of employee’s native
countries.

Trade accounts payable:
Trade accounts payable are measured at original invoiced amount.

Revenue recognition:
Revenue is generally recognized upon services provided and invoiced to clients.
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Transactions arising in foreign currencies during the year are converted at the rates closely
approximating those prevailing on the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are restated at the year-end exchange rates. All exchange

The Authority’s financial instruments are principally comprised of accounts receivable and
others, loan to subsidiaries, due from subsidiaries, due from associates, cash and banks,
unsecured loan, end of service benefits obligation, and accounts payable and others.

The Authority uses different assumptions to estimate the fair value of the financial instruments.
The significant assumptions underlying the estimation of fair value of financial instruments,
include, reference to quoted market prices, estimating the net realizable value, applying the
discounted cash flows approach using current market interest rate, and other assumption

If an objective evidence exists that a financial instrument may be impaired, then the impairment

(p) Foreign Currency:

differences are included in profit and loss account.
(q9) Financial instruments:

depending on the management past experience.

losses are recognized in the income statement for the current year.
3. LAND:

The land shown in (Exhibit A) amounting to AED 635,793,521 represents various parcels of land
granted by the Government of Ras Al-Khaimah free of cost with a service area of 17,878,885 square
meter. The land is stated as per valuation report of valuer and off- setting amount is credited to
capital reserve.

4.

PROPERTY AND EQUIPMENT:

Property and equipment are stated at cost less accumulated depreciation as follows:

Office
equipment Motor Work-in-

Cost & furniture vehicles progress Total

AED AED AED AED
Balance 1 January 2006 52,883 — 910,000 962,883
Additions 131,527 319,260 10,313,210 10,763,997
At 31st December 2006 184,410 319,260 11,223,210 11,726,880
Accumulated Depreciation
Balance 1 January 2006 7,819 — — 7,819
Charge for the year 24,894 28,255 — 53,149
At 31st December 2006 32,713 28,255 — 60,968
Net Book Value:
At 31st December 2005-Exhibit A 45,064 — 910,000 955,064
At 31st December 2006—Exhibit A 151,697 291,005 11,223,210 11,665,912
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5.  INVESTMENT IN SUBSIDIARIES:

(a) This item consists of the following:

Ownership

Ratio

Pioneer Cement Industries 51
Beaufort RAK LLC 98.72
Al Jazeera Farm Product LLC 51
Sterling Media Group LLC-Note 5 (b) & (¢) 90
Condor Distribution & Services LLC-Note 5 (b) 80

Total-Exhibit A

2006 2005
AED AED
27,500,000 .
15,420,000 7,374,491
2,832,611 1,716,781
50,000 —
126,000 —
45,928,611 9,091,272

(b) These subsidiaries have not started their commercial activities as of the financial statements date.

(c) The subsidiary investment value represents the share of RAK Investment Authority as of

financial statement date.

6. INVESTMENT IN ASSOCIATES:

(a) This item consists of the following:

Ownership

Ratio

JBF RAK LLC-Note 6 (b) 40
Spira International LLC-Note 6 (b) 20
Petropack LLC-Note 6 (b) 40
Rak Ghani Glass LLC-Note 6 (b) & (c) 33.33
Polo RAK Amusement LLC-Note 6 (b) & (c) 25.5
Sagar Education & Medical Enterprise FZC-Note 6 (b) & (c) 30
Falcon Technologies International LLC - Note 6 (c) 33

Total-Exhibit A

2006 2005
AED AED
44,170,000 303,119
7,347,000 7,347,000
2,000,000 2,000,000
1,597,729 —
1,275,000 —
18,000 .
42,000,000 —
98,407,729 9,650,119

(b) These associate companies have not started their commercial activities as of the financial

statement date.

(c) These associates investment value represents the share of RAK Investment Authority as of the

financial statement date.

7. INVESTMENTS:
This item consists of the following:

Konark opportunities fund
Cerman Investment FZC LLC

Total-Exhibit A

8. ACCOUNTS RECEIVABLE & OTHERS:
(a) This item consists of the following:

Accounts receivable-Note 8 (b)
Other receivables—Note 8 (¢)

Total-Exhibit A
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2006 2005
AED AED
460,200 —
15,034 .
475,234 —
2006 2005
AED AED
5427328 8,021,018
460,082 278,462
5,887,410 8,299,480




(b) Accounts receivable amounting to AED 5,427,328 include an amount of AED 4,237,114 being

due from four clients only which constitutes 78% of the total accounts receivable.
(c)  Other receivables:

This item consists of the following:

2006 2005

AED AED
Due from employees 175,821 7,228
Advances to others 244,410 —
Sundry receivables 39,851 —
Prepaid professional fees — 249,798
Prepaid rent — 21,436
Total-Note 8 (a) above 460,082 278,462

(d) Postdated cheques received amounting to AED 13,378,015 as of 31st December 2006. These

cheques are recognized upon their actual collection.

9. LOAN TO SUBSIDIARIES:
This item consists of the following:

2006 2005

AED AED
Beaufort RAK LLC 4,910,436 —
London International Television Ltd. 1,480,316 —
JBF-RAK 28,407
Total-Exhibit A 6,419,159 —
10. DUE FROM SUBSIDIARIES:
This item consists of the following:

2006 2005

AED AED
Pioneer cement Industries 53,700 —
Beaufort RAK LLC 59,693 —
Al Jazeera Farm Products LLC 96,126 —
Total-Exhibit A 209,519 —
11. DUE FROM ASSOCIATES:
This item consists of the following:

2006 2005

AED AED
JBF RAK LLC 562,286 —
Spira International LLC 30,954 —
RAK Ghani Glass LLC 71,739 —
Petro Pack LLC 40,650 —
Sagar Education & Medical Enterprise LLC 101,950 —
Polo RAK LLC 17,364 —
Total-Exhibit A 824,943 —
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12. CASH AND BANKS:
This item consists of the following:

Cash on hand
Bank checking accounts
Fixed deposit with maturity of less than three months

Cash and cash equivalents—Exhibit D
Margin deposits with bank

Cash and banks—Exhibit A

13. UNSECURED LOAN:
a. The movements over these loans during the year were as follows:

Loan balance at 1 January
Loans obtained during the year
Interest paid during the year

Loan balance at 31 December

b. The loans have been obtained from the following entities:

Loans obtained from Emirates Rocks & Marbles—Note 13 (c)
Loans obtained from Fast Logistic Services—LLC
Loan obtained from RAK Ceramics—Note 13 (d)

Loan balance at 31 December

2006 2005

AED AED

96,788 11,044
5,008,928 1,843,647
3,600,000 500,760
8,705,716 2,355,451
26,872 26,872
8,732,588 2,382,323
2006 2005

AED AED
18,438,272 —
118,054,195 18,438,272
(1,200,000) —
135,292,467 18,438,272
2006 2005

AED AED
134,289,467 —
1,003,000 —
18438272
135,292,467 18,438,272

c¢.  The unsecured loans amounting to AED 134,289,467 represent the loans obtained at market rate
to provide funding support to the Entity for ongoing investment projects in the Emirate of Ras
Al Khaimah. According to the loan agreement, the principal loan will be repaid in 12 quarterly

installment starting from 2008.

d. Loans from RAK Ceramics:
The movement details of this loan are as follows:

Loan balance at 1 January
Loan obtained during the year
Loans transferred to Emirates Rocks & Marbles

Loan balance at 31 December
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2006 2005
AED AED
18,438,272 —
27,551,195 18,438,272
(45,989,467) .
— 18438272




14. ACCOUNTS PAYABLE & OTHERS:
(a) The details of this item are as follows:

Accounts payable-Note 14 (b)
Advances from clients and others
Advance lease rent

Other payables—Note 14 (¢)

Total-Exhibit A

2006 2005
AED AED
11,234,286 7,678,581
1,160,065 399,130
5,499,740 1,235,841
8,509,747 393,419
26,403,838 9,706,971

(b) Accounts payable amounting to AED 11,234,286 include an amount of AED 7,023,055 being
due to six creditors only which constitutes 63% of total accounts payable balance.

(c) Other Payables:

This item consists of the following:

Accrued interest on term loan

Accrued salaries

Provision for bonus

Provision for short-term employees benefits
Due to employees

Total-Note 14 (a) above

15. REVENUE:
This item consists of the following:

Visa income

License services income
Management fees income
Lease rental income
Legal services income
Other services income

Total-Exhibit B

16. DIRECT EXPENSES:
This item consists of the following:

Visa expenses
Development fees
Other direct expenses

Total-Exhibit B

¢97328pu070 Proof 13: 3.12.07

2006 2005
AED AED
7,467,924 —
428,028 155,553
152,797 188,908
280,573 45,008
180,425 3,950
8,509,747 393,419
1 February

2005 to

31 December

2006 2005
AED AED
15,113,632 1,186,318
5,236,970 497,410
11,189,373 7,500,000
4,598,760 330,813
393,200 98,333
266,825 —
36,798,760 9,612,874
1 February

2005 to

31 December

2006 2005
AED AED
6,702,016 423,667
— 5,000,000

24,100 —
6,726,116 5,423,667
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17. OTHER INCOME:
This item consists of the following:

1 February
2005 to
31 December
2006 2005
AED AED
Registration fees 1,166,900 —
Legal department income 1,508,803 —
Interest income 838,773 —
Membership fees 67,000 10,500
Miscellaneous services income 995,975 86,510
Total-Exhibit B 4,577,451 97,010
18. MARKETING EXPENSES:
This item consists of the following:
1 February
2005 to
31 December
2006 2005
AED AED
Business promotion expenses 1,998,667 124,086
Exhibition charges 1,242,861 132,901
Advertisement expenses 546,154 399,917
Total-Exhibit B 3,787,682 656,904
19. ADMINISTRATIVE EXPENSES:
This item consists of the following:
1 February
2005 to
31 December
2006 2005
AED AED
Consultancy charges 2,750,018 —
Salaries and related benefits 2,491,705 952,851
Professional fees 2,142,829 124,899
Printing & stationery 68,595 33,370
Telephone & fax 99,198 22,677
Website development expenses 27,161 117,425
Legal expenses 4,500 20,000
Depreciation 53,149 7,819
Travelling & conveyance 258,253 23,963
Project expenses 227,024 —
Miscellaneous expenses 647,518 106,480
Total-Exhibit B 8,769,950 1,409,484

20. FINANCE COSTS:

Finance costs amounting to AED 7,505,448 (Exhibit B) include an amount of AED 7,503,828 being
correlated to interest due on unsecured loans as shown in foregoing Note No. 13 above.

F-28
c97328pu070 Proof 13: 3.12.07 B/L Revision: 0 Operator HarS



21. CREDIT RISKS:

Financial instruments that potentially subject the Authority to concentration of credit risk consist
principally of accounts receivable.

The Authority does not require its clients to provide collateral for credit extended to them.
Concentration of credit risk in respect of accounts receivable and payable is discussed in notes 8 (b)
and 14 (b).

22. FAIR VALUE OF FINANCIAL INSTRUMENTS:

International Financial Reporting Standards require the disclosure of estimated fair value of financial
instruments wherever it is applicable.

The financial instruments which are presented in current assets and current liabilities approximate
their related fair values because of their nature as short maturity instruments.

23. GENERAL:
(a) Prior year’s figures have been reclassified wherever necessary for the purpose of comparison.

(b) The figures in the financial statements are rounded to the nearest Dirham of United Arab
Emirates.
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Independent Auditors’ Report

MI/S. RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH

UNITED ARAB EMIRATES.

We have audited the accompanying balance sheet of RAK INVESTMENT AUTHORITY (a
government owned entity)-RAS AL KHAIMAH as of 3lst December 2005, and the related
statements of income, changes in government equity and cash flows for the period then ended which
are presented on pages 2 to 13. These financial statements are the responsibility of the Authority’s
management. Our responsibility is to express an opinion on these 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
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion , the financial statements referred to above present fairly, in all material respects, the
financial position of RAK INVESTMENT AUTHORITY - RAS AL KHAIMAH as of 31 December
2005 and the results of its operations and its cash flows for the period then ended in conformity with
International Financial Reporting Standards.

ALDAR AUDIT BUREAU
TALAL ABU-GHAZALEH & CO.
TALAT FARES ZABEN
LICENSED AUDITOR NO. 68
Ras Al Khaimah

15th May 2006
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

BALANCE SHEET AS AT 31 DECEMBER 2005

EXHIBIT A
31 December
2005

ASSETS Note AED
Non-Current Assets:
Land 3 30,373,234
Property and equipment 4 955,064
Investment in subsidiaries 5 9,091,272
Investment in associates 6 9,650,119
Total Non-Current Assets 50,069,689
Current Assets:
Accounts receivable & others 7 8,299,480
Cash and banks 8 2,382,323
Total Current Assets 10,681,803
TOTAL ASSETS 60,751,492
GOVERNMENT EQUITY & LIABILITIES
Capital and Reserves:
Capital reserve 30,373,234
Accumulated profit 2,219,829
Total Government Equity—Exhibit C 32,593,063
Non-Current Liabilities:
Unsecured loan 9 18,438,272
End of service benefit obligation 13,186
Total Non-Current Liabilities 18,451,458
Current Liabilities:
Accounts payable & others 10 9,706,971
TOTAL GOVERNMENT EQUITY & LIABILITIES 60,751,492

DR. KHATER MASSAAD
Chief Executive Officer

The accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

STATEMENT OF INCOME FOR THE PERIOD FROM
1 FEBRUARY 2005 TO 31 DECEMBER 2005

EXHIBIT B
1 February
2005 to
31 December
Note 2005
AED
Revenue 11 9,612,874
Direct expenses 12 (6,278,232)
Gross profit 3,334,642
Other operating income 13 97,010
Administrative expenses 14 (1,211,823)

Profit for the period—Exhibit C 2,219,829

The accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

STATEMENT OF CHANGES IN GOVERNMENT EQUITY
FOR THE PERIOD ENDED 31 DECEMBER 2005

EXHIBIT C
Capital  Accumulated
reserve profit Total
AED AED AED
Capital reserve introduced against land-Note 2 (¢) & 3 30,373,234 — 30,373,234
Profit for the period—Exhibit B — 2,219,829 2,219,829
Balance 31st December 2005-Exhibit A 30,373,234 2,219,829 32,593,063

The accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

STATEMENT OF CASH FLOWS FOR THE

PERIOD ENDED 31 DECEMBER 2005
EXHIBIT D

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit for the period-Exhibit B
Adjustments for:

Depreciation

End of service benefit

Operating profit before working capital changes
Accounts receivable and others—(Increase)
Accounts payable and others—Increase

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property and equipment

Capital work in progress

Investment in subsidiaries

Investment in associates

Margin deposit with bank

Total cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from unsecured loan

Cash provided by financing activities

Net Increase in cash and cash equivalents
Cash and cash equivalents at beginning of the period

CASH AND CASH EQUIVALENTS AT END OF PERIOD-Note 2 (j) & 8

31 December
2005
AED

2,219,829

7,819
13,186

2,240,834
(8,299,480)
9,706,971

3,648,325
(52,883)
(910,000)
(9,091,272)
(9,650,119)
(26,872)

(19,731,146)

18,438,272

18,438,272
2,355,451

2,355,451

The accompanying notes constitute an integral part of these financial statements
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RAK INVESTMENT AUTHORITY
GOVERNMENT OF RAS AL KHAIMAH
RAS AL KHAIMAH
UNITED ARAB EMIRATES

NOTES TO THE FINANCIAL STATEMENTS

1. LEGAL STATUS AND ACTIVITIES:

RAK Investment Authority, a government owned Entity (hereinafter referred to as “the Authority’)
was established by the Government of Ras Al Khaimah, U.A.E. under Emiri Decree No. 2 dated 1*
February 2005 issued by H.H. Sheikh Saqr Bin Mohammad Bin Salim Al Qassimi, Ruler of the
Emirate of Ras Al Khaimah. The domicile of the Authority is in Ras Al Khaimah city, Emirate of
Ras Al Khaimah, United Arab Emirates.

The main activities of the Authority are:
1.  Investments in various Projects.

2. Developing and Promoting Industrial, Tourism & Real Estate activities in the Emirate of Ras
Al Khaimah.

3. Issuing Licenses and collecting Lease Rents from companies registered in Free Zone and
Industrial Zone in the Emirate of Ras Al Khaimah.

4.  Attracting Investments in Industrial Sectors in the Emirate of Ras Al Khaimah.

As of 31st December 2005, the Authority had a total number of 12 employees on its payroll as per
records.

2.  SIGNIFICANT ACCOUNTING POLICIES:

The financial statements of the Authority are presented in accordance with International Financial
Reporting Standards. The following are the significant accounting policies adopted by the Authority:

(a) Accounting convention:
The attached financial statements are prepared under the historical cost convention.

(b) Trade and settlement date accounting:

The Authority adopts the trade date accounting for the regular way purchase and sale of
various categories of financial assets. Trade date accounting requires the recognition of the
financial assets on the date of its acquisition or sale by the Authority.

(c) Land

Land has been allotted to the Authority by the Government of Ras Al Khaimah at free of cost
to set up Free Zones and Industrial Zone in the Emirate of Ras Al Khaimah as per TAS 20.
Land is stated as per Valuation Report of Valuer and surplus has been transferred to capital
reserve account.

(d) Property and equipment:
Property and equipment are stated at cost less accumulated depreciation. Cost comprises the
purchase price and any attributable cost of bringing the assets to its working condition for its
intended use as per IAS-16.

(e) Depreciation:
The Authority applies the straight-line method in depreciating its property and equipment over
their estimated useful lives of service. Annual rates of depreciation used are as follows:

%

Office equipment & furniture 25%-33.33%
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Investment in Subsidiaries:

Subsidiaries are defined as enterprises that are controlled by the Authority, namely companies in
which the Authority has the power to govern the financial and operating policies so as to obtain
benefits from their activities. Generally, these include enterprises in which the Authority
ownership is more than 50 % of the voting powers of these investees. Investments in subsidiaries
are stated at cost.

Any gain or loss resulting from investment in the subsidiaries are recognized in income
statement for the current period.

Investment in Associates:

Investment in Associates is accounted for using the equity method depending on the most recent
financial statements of the Associate companies.

Any gain or loss resulting from investment in the Associate companies are recognized in income
statement for the current period as per IAS -28.

Trade accounts receivable:
Trade accounts receivable are stated at original invoiced amount.

Postdated cheques received:

Postdated cheques received are recognized and accounted for in the books of account upon their
actual collection.

Cash and cash equivalents:

Cash represents cash in hand and checking accounts with banks. Cash equivalents represent all
highly liquid investments that are readily convertible into known amounts of cash which are
subject to an insignificant risk of changes in value and include call deposits and fixed deposits
with maturities of three months or less from the date of placement. Bank overdraft balances
that fluctuate from debit to credit during the period are deducted from cash and cash
equivalents.

End of service benefit obligation:

The employees’ end of service benefit obligation (indemnity) is accounted for non—-UAE national
employees on the basis of UAE Federal Labour Law.

Short-term employees’ benefits :

The short-term employees’ benefits are accounted for on the basis of U.A.E. Federal Labour
Law. The leave obligation thereof is calculated on basic salary plus house allowance of each
employee and 30 leave days for each year of service completed.

Air-ticket obligation is accounted for individually for eligible employees as per the terms and
conditions of employment contracts. Computation is based on the quoted market prices
currently available to the Authority for air tickets to various destinations of employees’ native
countries.

Trade accounts payable:
Trade accounts payable are measured at original invoiced amount.

Revenue recognition:
Revenue is generally recognized upon services provided and invoiced to clients.

Foreign Currency:

Transactions arising in foreign currencies during the period are converted at the rates closely
approximating those prevailing on the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are restated at the year-end exchange rates. All exchange
differences are included in profit and loss account.
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3.

Financial instruments:

The Authority’s financial instruments are principally comprised of accounts receivable and
others, cash and banks, unsecured loan, end of service benefits obligation, and accounts payable
and others.

The Authority uses different assumptions to estimate the fair value of the financial instruments.
The significant assumptions underlying the estimation of fair value of financial instruments,
include, reference to quoted market prices, estimating the net realizable value, applying the
discounted cash flows approach using current market interest rate, and other assumption
depending on the management past experience.

If an objective evidence exists that a financial instrument may be impaired, then the impairment
losses are recognized in the income statement for the current period.

LAND:

The land shown in (Exhibit A) amounting to AED 30,373,234 represents various parcels of land
granted by the Government of Ras Al-Khaimah free of cost with a service area of 4,339,033 square
meter. The land is stated as per valuation report of valuer and off setting amount is credited to
capital reserve.

4.

PROPERTY AND EQUIPMENT:

Property and equipment are stated at cost less accumulated depreciation as follows:

Office
equipment Work-in-
Cost & furniture progress Total
AED AED AED
Assets acquired during the period 52,883 910,000 962,883
At 31st December 2005 52,883 910,000 962,883
Accumulated Depreciation
Charge for the period 7,819 — 7,819
At 31st December 2005 7,819 — 7,819
Net Book Value:
At 31st December 2005-Exhibit A 45,064 910,000 955,064
5. INVESTMENT IN SUBSIDIARIES:
(a) This item consists of the following:
31 December
Ownership 2005
Ratio AED
Beaufort RAK LLC 60 7,374,491
Al Jazeera Farm Product LLC 51 1,716,781
Total-Exhibit A 9,091,272
(b) The above subsidiaries have not started their commercial activities as of the financial statements

date.
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6. INVESTMENT IN ASSOCIATES:
(a) This item consists of the following:

31 December

Ownership 2005

Ratio AED

Spira International LLC 20 7,347,000
Petropack LLC 40 2,000,000
JBF RAK LLC 40 303,119

Total-Exhibit A 9,650,119

(b) The above associate companies have not started their commercial activities as of the financial
statements date.

7. ACCOUNTS RECEIVABLE & OTHERS:
(a) This item consists of the following:

31 December

2005
AED
Accounts receivable-Note 7 (b) 8,021,018
Other receivables—Note 7 (d) 278,462

Total-Exhibit A 8,299,480

(b) Accounts receivable amounting to AED 8,021,018 include an amount of AED 7,500,000 being
due from one client only which constitutes 93% of the total accounts receivable.

(c) Postdated cheques received amounting to AED 2,506,144 as of 31st December 2005. These
cheques are recognized upon their actual collection.

(d) Other receivables:

This item consists of the following:

31 December

2005
AED
Prepaid professional fees 249,798
Prepaid rent 21,436
Due from employees 7,228

Total-Note 7 (a) above 278,462
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8. CASH AND BANKS:
This item consists of the following:

31 December

2005

AED
Cash on hand 11,044
Bank checking accounts 1,843,647
Fixed deposit with maturity of less than three months 500,760
Cash and cash equivalents—Exhibit D 2,355,451
Margin deposit with bank 26,872

Total-Exhibit A 2,382,323

9. UNSECURED LOAN:

Unsecured loan amounting to AED 18,438,272 (Exhibit A) represents an interest free loan due to
Messers RAK Ceramics as of 31st December 2005.

10. ACCOUNTS PAYABLE & OTHERS:
(a) The details of this item are as follows:

31 December

2005
AED
Accounts payable-Note 10 (b) 7,678,581
Advance lease rent 1,235,841
Other payables—Note 10 (¢) 792,549

Total-Exhibit A 9,706,971

(b) Accounts payable amounting to AED 7,678,581 include an amount of AED 7,158,387 being due
to two creditors only which constitutes 93% of total accounts payable balance.

(c) Other Payables:

This item consists of the following:

31 December

2005

AED
Advances from clients 399,130
Provision for salaries 155,553
Provision for bonus 188,908
Provision for short-term employees benefit 45,008
Due to employee 3,950

Total-Note 10 (a) above 792,549
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11. REVENUE:
This item consists of the following:

Management fees income
Employment visa income
License services income
Lease rental income
Legal services income

Total-Exhibit B

12. DIRECT EXPENSES:
This item consists of the following:

Salaries and related benefits
Development fees
Visa expenses

Total-Exhibit B

13. OTHER OPERATING INCOME:

This item consists of the following:

Membership fees
Miscellaneous services

Total-Exhibit B
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1 February
2005 to

31 December
2005

AED

7,500,000
1,186,318
497,410
330,813
98,333

9,612,874

1 February
2005 to

31 December
2005

AED

854,565
5,000,000
423,667

6,278,232

1 February
2005 to

31 December
2005

AED

10,500
86,510

97,010



14. ADMINISTRATIVE EXPENSES:
This item consists of the following:

1 February

2005 to

31 December

2005

AED

Salaries and related benefits 98,286
Professional fees 124,899
Printing & stationery 33,370
Telephone & fax 22,677
Website development expenses 117,425
Advertisement expenses 399,917
Business promotion expenses 124,086
Exhibition charges 132,901
Electricity expenses 23,878
Legal expenses 20,000
Heritage expenses 25,000
Depreciation 7,819
Travelling & conveyance 23,963
Miscellaneous expenses 57,602

Total-Exhibit B 1,211,823

15. CREDIT RISKS:

Financial instruments that potentially subject the Authority to concentration of credit risk consist
principally of accounts receivable.

The Authority does not require its clients to provide collateral for credit extended to them.
Concentration of credit risk in respect of accounts receivable and payable is discussed in notes 7 (b)
and 10 (b) above.

16. FAIR VALUE OF FINANCIAL INSTRUMENTS:

International Financial Reporting Standards require the disclosure of estimated fair value of financial
instruments wherever it is applicable.

The financial instruments which are presented in current assets and current liabilities approximate
their related fair values because of their nature as short maturity instruments.

17. CONTINGENT LIABILITIES:

The contingent liability as of the financial statements date is the letter of credit at sight (unconfirmed)
amounting to AED 349,860.

18. GENERAL:
(a) These are the first audited financial statements of the Authority since its inception.

(b) The figures in the financial statements are rounded to the nearest Dirham of United Arab
Emirates.

F-43
c97328pu080 Proof 13: 3.12.07 B/L Revision: 0 Operator HarS



ISSUER AND TRUSTEE

RAKIA Sukuk Company Limited
c/o Maples Finance Limited
PO Box 1093GT
Queensgate House, South Church Street
George Town, Grand Cayman
Cayman Islands

MANAGING AGENT AND OBLIGOR

The Ras Al Khaimah Investment Authority
c/o Government of Ras Al Khaimah
P.O. Box: 31291
Ras Al Khaimah
United Arab Emirates

GUARANTOR

The Government of Ras Al Khaimah
P.O. Box: 31291
Ras Al Khaimah
United Arab Emirates

DELEGATE

HSBC Trustee (C.I.) Limited
1 Grenville Street
St. Helier
Jersey JE4 9PF

PRINCIPAL PAYING AGENT, REGISTRAR AND TRANSFER AGENT

HSBC Bank plc
8 Canada Square
London E14 5HQ
United Kingdom

PAYING AGENT

HSBC Bank Middle East Limited
HSBC House Esplanade
St. Helier
Jersey JE4 8UB
Channel Islands

AUDITORS TO THE AUTHORITY

Talal Abu-Ghazaleh & Co. International
P.O. Box 403
Ras Al Khaimah
United Arab Emirates

LEGAL ADVISERS

To the Issuer as to Cayman Islands law
Maples and Calder
The Exchange Building, 5th Floor
Dubai International Financial Centre
P.O. Box 119980
Dubai
United Arab Emirates



To the Authority and to the Guarantor
As to English and UAE law

Lovells
Al-Attar Business Tower
6th Floor
P.O. Box 506602
Dubai
United Arab Emirates

To the Managers and the Delegate
As to English and UAE law

Allen & Overy LLP Allen & Overy LLP

One Bishops Square Suite 101/202, Level 1&2
London E1 6AO The Gate Village Building GV08
United Kingdom Dubai International Financial Centre

P.O. Box 506678
Dubai, United Arab Emirates

imprima — C97328





