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U.S. REAL ESTATE FUND

INTRODUCTION

U.S. Real Estate Fund (the "Fund™) is a closed-end real estate
investment fund being sponsored jointly by Real Estate Company will act as
co- managers for the Fund (collectively, referred to as the "Fund Managers"
and each, individually, referred to as a "Fund Manager"). Real Estate
Services, (the "Asset Manager™) will act as the asset manager for the Fund.
is acting as placement agent for the Investment Units being offered by this
Placement Memorandum (in such capacity, is referred to as the "Placement
Agent").

U.S. Real Estate Fund is not an undivided, separate legal entity. The
term "Fund" therefore refers collectively to Equity Holdings, ("Equity Co.").
Finance, Ltd. ("Finance Co."), VS Equity Holdings, Ltd. (*Voting Co.") and
VS Finance, Ltd. ("Investment Co."). investors will have the opportunity to
acquire Investment Units, each consisting of(i) one ordinary voting share,
par value U.S. $0.01 per share, of Equity Co. and (ii) one ordinary voting
share, par value U.S. £0.01 per share, of Finance Co. The Fund is organized
and will be operated in compliance with Islamic Shari'ah. Investors
hereunder will not receive any shares or other interests in either Voting Co.
or Investment Co.

The Fund will seek both current yield and capital appreciation from a
portfolio of investments in United States commercial office buildings
(collectively, referred to as the "Property Investments” and each.
individually. referred to as a "Property Investment”). The Fund aims to
achieve an attractive total-return. while reducing risk, by investing in
Property Investments and structuring an investment portfolio that includes
certain property Investments that have the potential for strong current
income and certain others having significant opportunities for capital
appreciation.

The Fund will seek to acquire a portfolio of Property Investments with
the objective of achieving an annualized overall after tax rate of return of
12% to 14% to Investors (the "Overall Target Return™) on Investment Units,
assuming Investors hold Investment Units for .the expected seven year life
of the Fund. It is important for Investors to note that Overall Target Return
is computed over the lifetime of the fund. rather than on a year-to-year
basis. Although it is anticipated that annualized returns equal to "the Overall
Target Return will be achieved over the lifetime of the Fund. it is not
anticipated that this level of returns will be achieved each year. This is
because a substantial portion of the anticipated distributions from the U.S.
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Property Cos. (as hereinafter defined) to Equity Co. necessary to achieve the
Overall Target Return will not be realized until the eventual sale or other
disposition of Property Investments and the liquidation of the U.S. Property
Cos. Therefore. Investors who retain Finance Co. shares (which will have a
fixed maximum return based upon the interest rates of loans made to the
U.S. Property Cos.) but dispose of Equity Co. shares prior to the termination
of the Fund will not realize the Overall Target Return, even if the Overall
Target return is achieved by Investors who hold both components of the
Investment Units over the lifetime -of the investment or who only hold
Equity Co. Shares over the lifetime of the Fund.

The Fund intends, subject to applicable law, to make quarterly
distributions of substantially all of its net operating cash flows, less
applicable Fund taxes, fees and expenses as described herein. The Fund has
been structured with the objective of achieving target average quarterly
distribution payments equal to 7% to 8% per annum on amounts invested by
the Investors (the "Target Current Return ™). assuming Investors hold
Investment Units for the expected seven year life of the Fund. Investors
should note that the Target Current Return is calculated on an average basis
over the expected seven year life of the Fund on the assumption that ihe
Investors hold the Investment Units for such period. Actual quarterly
distributions are expected to vary from quarter to quarter and returns to an
individual Investor would vary from the Target Current Return if such
Investor continued to hold either, but not both, Equity Co- shares or Finance
Co. shares.

The Fund intends to make investments in a mix of Class A and Class
B* commercial office buildings with established operating histories in major
metropolitan areas of the United States, The majority of the properties will
be well occupied with stabilized cash flows, while a limited portion of the
portfolio may consist of office buildings with some near term (up to two
years) leasing risk on up to 25% of the rentable square footage. Investments
in properties with leasing risk would be intended to enhance returns and
provide a value added component. The Fund anticipates that the amount
invested in any particular Property Investment (including the amount of
investment by co-investors, if any. and Shari'ah- compliant third party
financing) will be approximately U.S. $15 million to U.S. $35 million and
that the Fund will make approximately five (5) to eight (8) Property
Investments. It is anticipated that the Property Investments will consist of
both indirect property acquisitions by the Fund and investments in property
joint ventures with experienced regional and national investors. The actual
amount and composition of the Fund's Property Investments may vary over
time based on the total number »f Investment Units sold by the Fund, ramp-
up considerations, market conditions, diversification, financial covenants
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and similar factors. The Fund's Property Investments will be compliant wilh
the principles of Islamic Shari‘ah.

The Fund's investment strategy (the "Investment Strategy™) will
combine intensive financial analysis, including the selection of attractive
markets based on demographic and economic data, supply constraints and
prospective opportunity, comprehensive due-diligence, relative - ‘.line
analysis and active portfolio management in making investments. Potential
Property Investments will be identified by the Asset Manager utilizing the
fundamental investment strategies, disciplines and processes used by it in its
existing U.S. portfolios including office properties. Each Property
Investment made by the Fund must be recommended by the Asset Manager
and approved by the Shari ‘ah Advisor (as hereinafter defined) of each Fund
Company and by the Board of Directors of each Fund Company.

The Fund Companies and the Fund Managers believe that the Asset
Manager's team of 32 professionals, including an experienced staff working
for the Fund on sourcing. underwriting, acquiring and managing office
property portfolios, and the Asset Manager's network of relationships with
builders, land developers, correspondent brokers and mortgage bankers in
the office property sector will enable the Fund to identify and acquire
quality real estate at attractive prices, on a relative and risk-adjusted basis,
to manage lease increases and then to dispose of such assets to maximize
returns to the Fund. The Fund Companies and the Fund Managers believe
That the Investment Strategy, coupled with me experience of the Asset
Manager and together with the international and United Stales real estate
investment experience of Al-Mal and AlShall, will provide a competitive
advantage for the Fund and a defensive holding position against possible
changes in the economics of markets in which the Fund intends to invest.
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FUND ORGANIZATION

This Placement Memorandum relates to the offering of shares of
Equity Co. and Finance Co. Shares of Voting Co. and Investment Co. will
be offered pursuant to a separate private placement memorandum, and
purchasers of the Investment Units will receive no shares or other interests
in those companies. Equity Co., Finance Co.. Voting Co. and Investment
Co. are collectively sometimes referred to as the "Fund Companies™ and
each, individually, is sometimes referred to as a "Fund Company,” The
Fund has been organized to allow Qualified Investors (as hereinafter
defined) indirectly to make Shari‘ah -compliant investments in selected
Property Investments.

Each of the Fund Companies is a company organized under the laws of
the Cayman Islands, denominated in United States dollars ("U.S.S" or "U.S.
Dollars™). The Fund Companies were incorporated in June 2004 with
limited liability under the Companies Law (2003 Revision) of the Cayman
Islands and for an unlimited period.

Pursuant to this Placement Memorandum, Equity Co. and Finance Co.
are offering Investment Units (collectively, the "Investment Units" and,
individually, each an "Investment Unit"), each consisting of (i) one ordinary
voting share, U.S. $0.01 par value, of Equity Co. and (ii) one ordinary
voting share, U.S. SO.01 par value, of Finance Co. (individually, each an
"Investment Unit Share" and, collectively, the "Investment Unit Shares™).

The minimum subscription amount for Investment Units is U.S.$
500,000 for institutional Eligible Investors and U.S.S 50.000 for individual
Eligible Investors. Additional incremental investments are in multiples of
U.S.S 100.000 for institutional Eligible Investors and in multiples of U.S.$
10.000 for individual Eligible Investors. Such minimum and incremental
amounts may be waived or modified by Equity Co. and Finance Co.. in their
sole discretion, with respect to particular Eligible Investors. No Eligible
Investor which is a corporation or similar entity will be allowed to subscribe
for and acquire 50% or more of the total shares issued by Equity Co. and
Finance Co.. and each Eligible Investor who is not a corporation or similar
legal entity will be limited to an investment of less than 10% of the total
shares issued by Equity Co, and Finance Co. In addition. Equity Co. and
Finance Co. will have the discretion to further limit the amount of
investment by any Eligible Investor in certain circumstances, such as where
the making of the investment would have adverse tax consequences 10 the
Fund. the Fund Companies or their affiliates. Equity Co. and Finance Co
have discretion to accept, reject or reduce, in whole or in part. any request
for .subscription 10 the Investment Unit Shares as set forth in a Subscription
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Agreement. Equity Co. and Finance Co.. in their sole discretion, may also
increase the maximum investment by all Investors in the Investment Units.
Notwithstanding the foregoing, in no event shall the Initial Closing (as
hereinafter defined) occur if the aggregate amount of subscriptions for
Investment Units accepted by Equity Co. and Finance Co. is less than U-S,$
22.05 million.

The purchase price of each Investment Unit (the "Investment Unit
Purchase Price™) will be U.S.$ 100. comprised of U.S-$ 30 as the purchase
price of the Equity Co. share constituting part of the Investment Unit and
the remaining U.S.S 70 as the purchase price for the Finance Co. share
constituting part of the Investment Unit.

The Fund Managers and Fund Companies reserve the right to alter the
structure of the Fund if such alterations would be more advantageous, from
a financial point of view, to the Investors.

The Investment Units are being offered only to investment funds and
other large, sophisticated investors resident or organized in a member
country of the GCC and other sophisticated private investors approved by
Equity Co. and Finance Co. (the "Qualified Investors™), who meet the
requirements referred to herein and in the Subscription Agreement (the
Qualified Investors are referred to as the "Investors" after they have
executed the Subscription Agreement (as hereinafter defined) and the
subscription set out therein has been accepted by the Placement Agent and
Equity Co. and Finance Co. and, prior thereto, are collectively referred to as
the "Eligible Investors” and each, individually, is referred to as an
"Investor" and an " Eligible Investor," respectively).

Equity Co. and Finance Co- will use the net proceeds from the sale of

Investment Units to endeavor to make indirect, 5Yi(//-i"1-compliant
Property Investments as described herein.
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SPONSORS OF THE FUND

Real Estate Company and Consulting & Investment Company are
sponsoring the Fund to enable Qualified Investors to participate in a
portfolio of Class A and Class B" commercial office buildings in major
metropolitan areas of the United States with the goal of realizing both
current yield and capital appreciation.

Real Estate Company

was incorporated in 1998. Its shares have been publicly traded on the
Kuwait Stock Exchange and have a market capitalization of approximately
U.S.$ 112 million as of May 21, 2004. The company specializes solely in
real estate activities and has extensive experience in the Gulf region related
to real estate investment in Kuwait, United Arab Emirates and Bahrain.
These cover a large and diversified portfolio of projects ranging from
opportunistic land investments, office tower developments, long term cash
generating properties, residential buildings, and residential neighborhoods to
build-operate-transfer (BOT) projects and resorts. Al-Mal also has
experience in international real estate investments either through launching
and co-managing real estate funds or through direct investments with local
partners in office, retail and residential properties. Al-Mal has established
wholly owned subsidiaries in Europe to manage its European investments
and other offshore structures to manage its US investments. Al-Mal is
continuously seeking and evaluating diligently opportunities to further
expand its existing, mature markets as well as to enter new and promising
markets.

Consulting & Investment Company K.S.C.C.

was incorporated in under the name Arab Financial Consultants
Company for the primary purpose of offering financial and investment
advisory and asset management services to clients in and elsewhere in the
Gulf region. Economic Consultants ( "AEC"). which was established in
acquired a majority interest in Prior to acquiring AEC offered financial and
economic consulting services to its clientele (in the private and public
sectors) the GCC and the MENA region. diversified experience. values and
staff were transferred to after it was acquired by AEC.

on the has experience in real estate investment in the and the MENA
region. As well as United States real estate, market experience including
residential and retail project in Dallas. Texas, and Miami, Florida. The
services currently offered by are divided into two main branches: business
consulting services and corporate finance and asset management.
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offers a diverse range of business consulting and corporate finance
services which are delivered in different modes based on the needs of the
clients. AlShall's business consulting services range from quick "over the
phone™ advice to comprehensive studies and assessments of projects and
include business valuations, feasibility studies, mergers and acquisitions,
financial restructuring, evaluation of investment opportunities, assistance in
strategic planning, private placements, privatization advice and project
finance. corporate finance services include establishing new companies
(working as investment banker), public offering and private placements,
mergers and acquisitions and debt finance.

asset management services and investment products cover the and
international markets. These services include portfolio management
services, securities trading and management, investment and asset allocation
advice and mutual funds.
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SUMMARY

The following summarizes certain information regarding the offering
of Investment Unit Shares and the organization of the Fund. This summary
does not purport to be complete and is qualified in its entirety by this
Placement Memorandum,-the Subscription Agreement in the form attached
as Appendix | hereto between the Eligible Investor and Equity Co. and
Finance Co. (individually, each a "Subscription Agreement" and,
collectively, the "Subscription Agreements") and the agreements, documents
and instruments referred to herein, including the Placement Agreement to
which Equity Co., Finance Co. and the Placement Agent are parties (the
"Placement Agreement"), the Fund Management Agreements to which the
Fund Companies and the Fund Managers are parties (each a "Fund
Management Agreement” and, collectively, the "Fund Management
Agreements"), the Asset Management Agreements to which the Fund
Companies and the Asset Manager are panics (each an "Asset Management
Agreement™” and. collectively, the "Asset Management Agreements"), and
the Memorandum and Articles of Association, and related organizational
and governance documents of Equity Co. and of Finance Co. (collectively,
the "Charter Documents"}. This summary should be read in conjunction
with the more detailed information appearing elsewhere in this Placement
Memorandum and such other agreements, documents and instruments that
may supplement this Placement Memorandum



Index of Defined Terms.................

The Fund

\A

An index of defined terms used
herein is included at the end
of Placement Memorandum.
U-S. Real Estate Fund, a closed-
end, Share'ah-compliant. real
estate fund. denominated in U.S.
Dollars, will invest primarily
in a diversified portfolio of
Property Investments.
Pending the making of
Properly Investments, a
portion of the Fund may be
invested in short term
Share'ah- compliant
investments, including
Share'ah -coinpliant
securities, as the boards of
directors of the Fund
Companies (individually, a
"Boord of Directors" and.
collectively, the "Booards of
Directors™), with the advice
of the Shari'ah Advisors. the
Asset Manager and the Fund
Managers, shall determine
appropriate from time to
time. Shmael U.S. Real Estate
Fund is not an undivided,
separate legal entity. The
term "Fund" therefore refers
collectively to the four Cayman
Islands companies: Equity Co.,
Finance Co., Voting Co., and
Investment Co., and any
obligations of the Fund shall
mean the obligations of the
Fund Companies. Only
Investment Units consisting
of Investment Unit Shares of
Equity Co and Finance Co.
are offered pursuant to this
Placement Memorandum.



Investments by and have agreed, either

and the Asset Manager..............  directly or through affiliates,
to invest in the Fund, in the
aggregate, an amount equal to
the lesser of (i) 20% of the
aggregate subscriptions by
Investors, for Investment Units
and by purchasers of shares of
Voting Co. and Investment Co.
(in each case, other than the
Asset Manager and their
affiliates and designees)
accepted by the Fund, and (ii)
U.S.$ 7-5 million. The Asset
Manager has agreed that it or
one or more or its designated
entities will co-invest in
Property Investments together
with the Fund an amount
equal to the lesser of (i)
13.33% of the aggregate
subscriptions by Investors for
Investment Units and by
purchasers of shares of Voting
Co. and Investment Co. (in each
case, other than the Asset
Manager and their affiliates
and designees) accepted by
the Fund, and (ii) U.S.$ 5
million.

Investment Objectives............... The Fund's "Investment
Objectives™ are: (a) structuring
and making investments that
comply with the Shari‘ah; (b)
obtaining stable current
operating income; (c)
minimizing risk by
diversification through location,
industry, tenant and regional
economies based upon market
research and fundamental
analysis of investments; and (d)
realizing capital appreciation
opportunities on investments,
through proactive asset
management and the use of
Shari'ah- compliant
leveraging techniques.
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Investment Period.

Fund Management

A

The Investment Period for the
Fund (the "Investment
Period") will not exceed 18
months following the Initial
Closing (as hereinafter defined).

Pursuant to Fund
Management Agreements,
Real Estate Company AlShall
will act as Fund Managers for
the Fund Companies. Under
such agreements, the Fund
Managers will provide
management advice to “the
Fund Companies with respect
to capital raising, investor
relations, and the review and
approval of Property
Investments- Pursuant to the
Fund Management Agreements,
each Fund Manager is required
to act in good faith and in the
best interests of the respective
Fund Company. and use its
best efforts and exercise all
due care and sound business
judgment in performing its
duties, responsibilities and
obligations under the
agreements and with the care.
skill, prudence and diligence
under the circumstances then
prevailing that a prudent and
experienced person acting in a
like capacity and familiar with
such matters would use in the
conduct of an enterprise of a
like character and magnitude. The
Fund Managers may retain third
parties or affiliates of the Fund
Managers to perform certain
activities for the benefit of. and
at the expense of. the applicable
Fund Company; provided.
However, that such third
parties or affiliates will not be
compensated at the Fund's
expense for those services
required to be provided by the
Fund Managers under the Fund



Asset Manager

------------------------
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Management Agreements. The
curriculum vitae of each of the
officers and employees of the
Fund Managers who are expected
to be most involved in
providing services to the Fund
IS set forth herein.

Pursuant to the Asset
Management Agreements, Real
Estate Services, Inc., will act as
Asset Manager of the Fund
Companies. Under such
agreements, the Asset Manager
will implement the Fund's
Investment Strategy, including
sourcing, underwriting,
conducting due diligence of, and
recommending Property
Investments to the Board of
Directors of each of the Fund
Companies. The Board of
Directors of each Fund
Company who will ultimately
determine whether that Fund
Company will invest in a
Property Investment; provided,
however, that no Fund Company
will make a Property Investment
unless it is also approved by
such Fund Company's
Shari‘ah Advisor. The Asset
Manager will also supervise the
closing of acquisitions of
approved Property Investments,
manage Property Investments,
and provide portfolio
management, including cash
management, accounting and
Investor reporting. In addition, the
Asset Manager will recommend
the ultimate sale or other
disposition of Property
Investments and supervise such
dispositions if the required
approvals discussed elsewhere in
this Placement Memorandum
are obtained. Pursuant to the
Asset Management
Agreements, the Asset
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Manager is required to act in
good faith and in me best
interests of the respective
Fund Company, and use its
best efforts and exercise all
due care and sound business
judgment in performing its
duties, responsibilities and
obligations under the agreements
and with the care. skill,
prudence and diligence under
the circumstances then
prevailing that a prudent and
experienced person acting in a
like capacity and familiar with
such matters would use in the
conduct of an enterprise of a
like character and magnitude.
The Asset Manager may retain
third parties or affiliates of the
Asset Manager to perform
certain activities for the
benefit of and at the expense
of the applicable Fund
Company; provided, however,
that such third parties or
affiliates will not be
compensated at the Fund's
expense for those services
required to be provided by the
Asset Manager under the Asset
Management Agreements. The
curriculum vitae of each of
the officers and employees of
the Asset Manager who is
expected to be most involved in
providing asset management
services to the Fund are set
forth herein.

It is expected that the Asset
Manager will enter into
agreements similar to the
Asset Management
Agreements with each U.S.
Property Co. that will, directly or
indirectly, hold a Property
Investment, whereby each such
U.S. Property Co. will assume an
appropriate portion of the
Fund's obligation to pay the



advisory committees

A

Asset Manager the Asset
Management Fee and, in
exchange for such obligation, each
such U.S. Property Co will
receive certain management
and advisory services from the
ASSCT Manager. The portion
of the Asset Management Fee
assumed by each U.S.
Property Co. will be
calculated based on the duties
performed for such entity by
the Asset Manager

Each of the Fund Companies
will maintain an advisory
committee (the "Advisory
Committee™). Each of and will
select one member of the
Advisory Committee for each
Fund Company. Each Investor
purchasing 10% or more of the
total Investment Units sold by
Equity Co. and Finance Co.
will be initially invited to
select one member of the
Advisory Committee of each
such Fund Company for each
full multiple of 109c of the
total Investment Units sold by
Equity Co. and Finance Co.
which are purchased by such
Investor. The Board of
Directors of each Fund
Company may also invite
other Investors to serve on its
Advisory Committee. It is
anticipated thai the Advisory
Committee of each Fund
Company will meet with us
Board of Directors, the Fund
Managers and the Asset
Manager on at least an annual
basis to consider and comment
on matters relating to the
Fund Companies. While the
respective Board of Directors
will take into consideration all
advice provided by the
respective Advisory Committees,



Placement Agent......ccceeecvenceennes

Shari‘ah Compliance...............

Fund companies

A%

decisions as to the
management of the Fund
Companies will ultimately be
made by their respective
Boards of Directors.

Pursuant to the Placement
Agent Agreement, will act as
the Placement Agent for the
Investment Units.

The Fund Companies will
operate in a manner consistent
with Shari'ah principles. in
order to do so. the Board of
Directors of each Fund
Company has appointed a
Shari‘ah Advisor (the "
Shari‘ah Advisor™) to oversee
the operation) of such Fund
Company and ensure its
compliance with the. Shari‘ah
Global Securities House, been
appointed as the Shari‘ah
Advisor for each of the Fund
Companies. The curriculum vitae
of each member of the Shari‘ah
Advisor's in-house Shari'ah
supervisory board is set forth
herein.

The Fund is comprised of four
Cayman Island companies:
Equity Co., Finance Co., Voting
Co. and Investment Co.

Equity Co. is Cayman Islands
company with limited liability
that has been incorporated for
the purpose of investing in the
Property Investments indirectly
through equity investments in
intermediary entities. Equity Co.
intends, with respect to each
Property Investment it makes, to
invest in the non-voting
common stock (the "U.S.
Property Co. Non-Voting
Common Stock™) of a U.S.
corporation (each, a "U.S.



Board of Directors
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Property Co.") which will, in
turn. then indirectly invest in a
Property Investment in the
United States. It is anticipated
that each Property Investment
will be owned by a separate
U.S. Property Co. It is also
anticipated that the outstanding
voting common stock (the
"U.S. Properly Co. Voting
Common Stock™), which is
expected to be 2% of the total
outstanding common stock
(the "U.S. Property Co. Common
Stock™) of each U.S. Property
Co., will be held, at all times,
by Voting Co. See "the U.S.
property Cos. and the JOINT
VENTURES - Ownership and
Control J/ U.S. Property Cos."

Finance Co. is also a Cayman
Islands company with limited
liability that has been formed
for the purpose of providing
Shari‘ah-compliant debt
financing to each U.S.
Property Co. Finance Co.
intends to invest in 98% of the
principal amount of registered
financing certificates (each
such certificate a "Financing
Certificate” and all such
certificates, the "Financing
Certificates") issued by each
U.S. Property Co, Itis
anticipated that Investment Co.
will hold. at all times. 2% of the
outstanding principal amount of
Financing Certificates issued
by each U.S. Property Co.

Each Fund Company's Board
of Directors will be authorized
to. among other things, (a)
coordinate the principles of
operation of such Fund
Company; (b) make policy
determinations and establish,
modify and implement policy
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guidelines with respect to The
operational parameters of such
Fund Company and (c) make
determinations with respect to
the retention of advisors. Any
or all of the duties and
responsibilities of the Boards
of Directors may be delegated
to committees thereof- The
Fund Managers and the Asset
Manager will advise and
consult with the Boards of
Directors with respect to their
determinations, but all
decisions will be made by a
majority vote of the members
of each respective Board of
Directors. The initial members
of the Board of Directors of
each of Equity Co. and
Finance Co. have been
designated curriculum vitae is
set forth herein

Each Investment Unit is
comprised of (a).one ordinary
voting share. U.S..$ 0-01 par
value, of Equity Co- and (b)
one ordinary voting share,
U.S.S 0.01 par value, of
Finance Co. At each Closing
(as hereinafter defined),
shares comprising the
Investment Units to be
purchased at such Closing will
be issued to the Investors ai
the Investment Unit Purchase
Price of U.S.$ 100. The
Investment Unit Purchase
Price of U.S.$ 100 is
comprised of (i) a purchase
price of U-S.$ 30 per Equity
Co. share and (ii) a purchase
price of U.S.$ 70 per Finance
Co. share- The Investment Unit
Purchase Price will remain at a
constant U.S.$ 100
notwithstanding any increase or
decrease in the value of the
Investment Unit Shares between
the Initial Closing and any
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subsequent Closing.

Equity Co. and Finance Co.
intend to place with Eligible
Investors, in the aggregate,
U.S.$ 36.75 million in
Investment Units. Equity Co.
and Finance Co. anticipate that
they will accept subscriptions,
effect an initial closing (the
"Initial Closing") of the
purchase and sale of Investment
Units and commence
investment activities when
Subscription Agreements with
Eligible Investors providing
for Investment Unit
Commitments (as hereinafter
defined) aggregating U.S.$
36.75 million have been
submitted to and accepted by
Equity Co. and Finance Co. as
described herein; however.
Equity Co. and Finance Co.
reserve the right to determine
the date of, and the number of
subscribed Investment Units
required to effect, the Initial
Closing. Notwithstanding the
foregoing, in no event shall
the Initial Closing occur if the
aggregate Investment Unit
Commitments by Investors
accepted by Equity Co. and
Finance Co. (excluding the
investments to be made by and
their affiliates and designees)
is less than U.S.$ 22.05
million. In the event that the
Investment Units are
subscribed above the target
amount of U.S.$ 36.75 million.
Equity Co. and Finance Co. may
issue an appropriate number of
additional Investment Units,
but the total Investment Unit
Commitments accepted by
Equity Co. and Finance Co.
will not in any case exceed U.S.$
61.25 million (plus the
investments to be made by
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and their affiliates and
designees). The Initial Closing
IS expected to occur on or
before July 31, 2004, subject to
acceleration or extension as
determined by the Boards of
Directors of Equity Co. and
Finance Co. Equity Co. and
Finance Co. may in their sole and
absolute discretion continue to
accept subscriptions from
Eligible Investors for a period
of up to tour months
following the Initial Closing-All
sales of Investment Units
hereunder whether under
Subscription Agreements
accepted prior to or after the
Initial Closing will be at the
same Investment Unit
Purchase Price.

Each Eligible Investor which
is an institutional investor will be
required to subscribe for not
less than U.S.S 500,000 of
Investment Units, and each
Eligible Investor who is an
individual will be required to
subscribe for not less than U.S.S
50.000 of Investment Units.
Additional incremental
investments would be in
multiples of U.S.S 100,000 far
institutional Eligible Investors
and in multiples of U.S.$
10.000 for individual Eligible
Investors. The Boards of
Directors of Equity Co. and
Finance Co. may accept a
lesser amount and different
incremental investments from a
particular Eligible Investor.
Notwithstanding the foregoing,
residents of will be required to
subscribe for a minimum of the
U.S.$ equivalent of 50.000
Each Eligible Investor which
is a corporation or similar
entity will be limited to an
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investment of less than 50%
of the total shares issued by
Equity Co. and Finance Co.,
and each Eligible Investor
which is not a corporation or
similar entity will be limited
to an investment of less than
50% of the total shares issued
by Equity Co. and Finance Co.
In addition, Equity Co. and
Finance Co. wilt have the
discretion to further limit the
amount of investment by any
Eligible Investor in certain
circumstances, such as where the
making of the investment
would have adverse tax
consequences to the Fund.

Each Eligible Investor
wishing to invest in the Fund
will be required to execute
and deliver a Subscription
Agreement to the Placement
Agent pursuant to which such
Eligible Investor agrees to
purchase, when required by
the Fund Companies from time
to time on or before the end of
the Investment Period, a
designated total number of
Investment Units at the
Investment Unit Purchase
Price (with respect to each
Investor, his or its "Investment
Unit Commitment™). An
Investor's Investment Unit
Commitment is the maximum
number of Investment Units that
the Investor wilj b'e required
to purchase. If an Eligible
Investor's subscription for
Investment Units is accepted
by Equity Co. and Finance
Co. prior to the Initial
Closing, the Investor will be
required to purchase at the
Initial Closing a portion of
such Investor's aggregate
Investment Unit Commitment



in an amount TO be
determined by Equity Co. and
Finance Co. and
communicated to the Investor
at least ten Business Days
prior to the Initial Closing. A
"Business Day" is a day on
which hanks in the State of
Kuwait are open for business.

An Eligible Investor whose
subscription for Investment
Units is accepted by Equity Co.
and Finance Co. following the
Initial Closing (or is accepted
prior to the Initial Closing but too
late to participate in the Initial
Closing) will be required to
purchase at the next subsequent
Closing as hereinafter defined) a
portion of such Investor's
aggregate investment Unit
Commitment in an amount to
be determined by Equity Co.
and Finance Co. and
communicated to the Investor
at least ten Business Days prior
10 such Closing. To the extent
practical, Equity Co. and
Finance Co. intend to require
any such Investor who did not
participate in the Initial
Closing to purchase at the first
Closing in which such Investor
participates that portion of his
or its Investment Unit
Commitment necessary to
equalize the drawn upon
percentages of the Investment
Unit Commitments of such
Investor and Investors who
participated in prior Closings.
Irradiation, immediately prior to
any Closing subsequent to the
Initial "Closing at which an
Investor first purchases
Investment Units. Equity Co.
and Finance Co. intend to declare
dividends on the then
outstanding shares of Equity Co.
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and Finance Co. in amounts
equal to the net undistributed
profits, less appropriate
reserves, of the respective
Fund Companies as determined
by the Boards of Directors of
such Fund Companies in their
sole und absolute discretion.
Such dividends would be
payable as funds sufficient to
pay such dividends are
received by Equity Co. and
Finance Co. Therefore, the
Investors first participating in a
Closing subsequent to the Initial
Closing will receive only the
benefit of earnings of Equity Co.
and Finance Co. accruing
after the Closing in which they
first participate.

The balance of an Investor's
Investment Unit Commitment
to Equity Co. and Finance Co.
will be purchased at additional
closings (collectively with the
Initial Closing, the "Closings. "
and each of such Closings,
individually, a "Closing")
during the Investment Period.
Equity Co. and Finance Co-
intend that each Closing
subsequent to the Initial
Closing will occur not more
frequently than once in any 30
day period, and will be on not
less than ten Business Days'
prior written notice to the
Investors from Equity Co. and
Finance Co., as monies are
needed to make Property
Investments and to pay
expenses of Equity Co. and
Finance Co. After the termination
of the Investment Period, each
Investor will be released from
any further obligation with
respect to fulfilling any
portion of the investment Unit
Commitment not called prior
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TO such termination.

If an Investor tails timely to
make a purchase of Investment
Units pursuant to his or its
Investment Unit Commitment
when called at particular
Closing, the Fund Company
in question may elect to
accept a late payment for the
Investment Unit Shares
required to be purchased at
such Closing, provided that
.such late payment is
accompanied by payment to
the Fund Company of all
direct or indirect expenses,
costs or damages suffered by
such Fund Company as a result
of the default. Alternatively, the
Fund Company in question
will have the right, in its sole
discretion, to repurchase, or to
cause the Investor to sell to a
third party designated by the
Board of Directors of the
respective Fund Company, the
Investment Unit Shares
previously issued by such
Fund Company to the
defaulting Investor at a price
equal to the Net Asset Value
(as hereinafter defined) of
such Investment Unit Shares
minus all direct or indirect
expenses costs or damages
suffered by such Fund
Company as a result of such
default as determined by the
Board of Directors of such
Fund Company in its absolute
discretion.

In general. Investors will be liable
for obligations of the Fund only to
the extent of their Investment
Unit Commitments and i-my
undistributed profits from the
Fund Companies. No Investor
will be required to make any
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contribution to Equity Co. or
Finance Co. in excess of his
or its Investment Unit
Commitment.

The subscription amounts
received by Equity Co. and
Finance Co. that remain after
the payment of certain
expenses of the Fund will be
invested by Equity Co. in
accordance with Shari‘ah
principles, in U.S. Property
Cos., and such U.S. Property Cos.
will invest in Property
Investments.

The Asset Manager will
identify qualifying Property
Investments after
consideration of a broad range
of factors. The Asset Manager
will seek to achieve geographic,
industry and tenant
diversification. A portion of the
acquisition costs of all or a part of
the Property Investments may be
financed with funds provided by
unrelated finance sources in
accordance with Shari'ah-
compliant leveraging techniques.
The specific investment
structures for each Property
Investment will be tailored on a
transaction-by-transaction basis
to achieve beneficial economic
results, proper legal
protections and tax efficiency,
consistent with the Shari‘ah. The
Asset Manager will work in
conjunction with other
professionals representing the
Fund and each Fund Company's
Shari‘ah Advisor to carry-out
these tasks. The Boards of
Directors of the Fund Companies
w ill have the ultimate authority
and responsibility for
determining whether to invest in
a potential Property Investment-



However, a Fund Company
will not invest in a Property
Investment unless such
investment is approved by its
Shari‘ah Advisor.

term of the Fund..................... The anticipated term of the
Fund, including its liquidation
period, will be for a period of
seven years from the date of the
Initial Closing. However, there
IS no requirement for the
automatic termination of the
Fund and the Board of
Directors of each Fund
Company will have discretion
with respect to when to
request [he Investors to
consent to a winding up of
such Fund Company.

Other Investment Activities........ Neither nor will organize, or
act as the manager or the
primary source of transactions
for, another pooled investment
vehicle with objectives
substantially similar to those of
the Fund until the earlier of (i) the
end of the Investment Period, and
(i) such time as the aggregate
undrawn Investment Unit
Commitments of the Investors
(excluding amounts reserved
for follow-on investments and
reasonably anticipated Fund
expenses, including Fund
Management Fees and Asset
Management Fees) are less than
10% of the aggregate Investment
Unit Subscriptions.

Share Ownership and Transfer The Charter Documents of

Restrictions.......ccceeveeieeiinnnnne. each of Equity Co. and
Finance Co. provide that an
Investor may not transfer, sell,
assign, pledge, encumber,
convey or otherwise dispose of
(collectively, "transfer") any
Investment Unit Shares unless
the proposed transferor of the

AY
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shares obtains the prior written
approval of the Board of
Directors of that Fund
Company and complies with a
right of first refusal in favor of
[he respective Fund Company
provided for in its Charter
Documents. The shares of
Equity Co. and Finance Co. are
not "stapled" and may be
transferred independently of
each other. No transfer of
Investment Unit Shares shall
be made to or for the benefit of
a Non-Qualified Person (as
hereinafter defined). In
addition, if an Investor or
other direct or indirect owner
of Investment Unit Shares is, or
becomes, a Non-Qualified
Person or attempts to transfer
Investment Unit Shares in
violation of the restrictions in
the Charter Documents, his or its
Investment Unit Shares may be
subject to repurchase by the
respective Fund Company
which issued such shares or to
forced transfer to a third party
and, under certain
circumstances. the Fund
Company may be required to
withhold and deposit into a
blocked account witha U.S.
commercial bank amounts
which would otherwise be
payable to the Investor or other
owner of the shares, whether as a
dividend or other distribution,
upon repurchase of such shares, or
otherwise. See "Addition;
Information - Restrictions on
Transfer and Forced Transfer
of Investment Unit Shares" and
"REGULATION OF THF. FUND."

Any fees or expenses described
herein that are required to be
borne by the Fund will he borne
by the Fund Companies (or their
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respective subsidiaries and
affiliates), pro rata based on
the respective equity
investments in such Fund
Companies"- except where a
particular obligation is fairly
allocable to one or more hut not
ail of the Fund Companies or is
fairly allocable on a basis other
than the pro rata equity
investments in the Fund
Companies. It is anticipated that
the pro rata equity capitalizations
of the Fund Companies will be
Finance Co. 68.6%. Equity
Co. 29.4%. Investment Co.
1.4%. and Voting Co. 0.6%.

Pursuant to the Fund
Management Agreements. the
Fund will pay a management fee
(the "Fund Management Fee™) to
the Fund Managers. Pursuant to
the Asset Management
Agreements. the Fund will pay an
asset management fee (the "Asset
Management Fee ") to the Asset
Manager. The Fund Management
Fee and Asset Management Fee
will be paid quarterly in an
aggregate amount equal to
1.25% per annum of the
aggregate value of the
Property Investments made by
the Fund from lime to time.
subject to reductions for asset
dispositions. For this purpose,
Property Investments will be
valued at the aggregate
amount of capital invested,
directly or indirectly, by each
Fund Company in each Property
Investment, including any third-
party Shari'ah-compliant
financing plus the co-investment
by the Asset Manager or the
Asset Manager's designated
entity.

It is expected that the Asset
Manager will enter into
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agreements similar to the Asset
Management Agreement with
each U.S. Property Co. that
will, directly or indirectly, hold a
Property Investment, whereby
each such U.S. Properly Co.
will assume and pay an
appropriate portion of the
Fund's obligation to pay the
Asset Manager the Asset
Management Fee and, in exchange
for such obligation, each such
U.S. Property Co. will receive
certain management and
advisory services from the
Asset Manager. The portion of
the Asset Management Fee
assumed by each U.S. Property
Co. will be calculated based on
the duties performed for such
entity by the Asset Manager.
Pursuant to the Fund
Management Agreements and
the Asset Management
Agreements, the Fund will pay,
in the aggregate, a performance
incentive fee (the "Performance
Incentive Fee™) equal to 20%
of Fund net returns after the
shareholders of the Fund
Companies have received, in
the aggregate, distributions from
the Fund Companies in an
amount equal to all equity
investments in the Fund
Companies plus a return equal
to a compounded 8% per
annum on such equity
contributions. No Performance
Incentive Fee will be payable
unless and until the shareholders
of the Fund Companies have
received, in the aggregate,
distributions from the Fund
Companies in an amount
equal to all equity investments
in the Fund Companies plus a
return equal to a compounded
8% per annum on such equity
contributions.
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organizational and Offering
Expenses..

Transactional Expenses..................
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Each Investor will be required to
pay TO the Placement Agent a
total placement fee equal to 2%
of the Investor's total Investment
Unit Commitment (the
"Placement Fee"). in addition
to paying his or its Investment
Unit Commitment. The
Placement Fee may be reduced or
waived by the Placement Agent,
in its sole discretion. The
Placement Fee is not
considered to be part of an
Investor's investment in the
Investment Unit Shares and
will not be considered in
determining the Performance
Incentive Fee, if any. to be
paid to the Fund Managers and
the Asset Manager.

The Fund (i.e., the Fund
Companies) will be responsible
for all legal, accounting,
auditing, filing and other fees,
costs, expenses and liabilities of
the development, formation,
capitalization, organization and
any future modification of the
Fund and those related to the
Closings. Such fees are
estimated to equal
approximately U.S.S 385.000
(the "Organizational and
Offering Expenses"),

Each U.S. Property Co. will
be responsible for all fees, costs-
expenses and liabilities related to
its operations and capitalization
and the acquisition, structuring,
restructuring and financing of
transactions in which such
U.S. Property Co. engages in
respect of investments in
Property Investments and Shari‘ah-
compliant liquidity investments
(the "Transactional Expenses").
Such Transactional Expenses
will include those expenses
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arising in connection with actual
Property Investments, those in
connection with identification,
Investigation, evaluation,
structuring, acquisition,
financing, leasing, ownership,
operation, management,
maintenance and disposition of
Property Investments and
Shari'ah- compliant liquidity
investments, those pertaining to
quarterly, annual and special
meetings of its board of
directors, insurance, travel.
litigation, indemnification, legal,
and extraordinary events.
Transaction Expenses arising
in connection with potential
Property Investments which
are not approved or. for
whatever reason, are not
affected, will be allocated
appropriately in the discretion of
the Fund Managers among the
Fund Companies.

The Fund will pay to the Fund
Managers and the Asset
Manager, in the aggregate, an
acquisition fee ("the
Acquisition Fee") equal to 1%
of the gross purchase price of
each Property Investment
made by the Fund. (inclusive of
the amount of any third party
Shari'ah compliant financing
utilized in such acquisition
and the co-investment by the
Asset Manager or the Asset
Manager's designated entity) for
services rendered in connection
with such investment. It is
anticipated that a portion of these
fees will be assumed and paid
by the respective U.S. Property
Co. making the investment.

Each of the legal counsel,
accountants, auditors and any
other professional advisors
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Obligations and Expenses

retained by the Fund Managers
and the Asset Manager for the
benefit of the Fund Companies
and the U.S- Property Cos- and
their affiliates will be entitled to
normal and customary
advisory fees. costs and
expenses for the performance of
their respective responsibilities
in respect of the Fund
Companies and the Properly
Investments acquired, held
and disposed of indirectly by
the U.S. Property Cos. and
Shari‘al- compliant liquidity
investments as the Fund
Managers and the Asset
Manager will negotiate from
time to time, and each will be
reimbursed for reasonable
out-of-pocket expenses in
connection with the
performance of their
respective services- In
addition, the Fund Managers
and the Asset Manager will he
entitled to reimbursement of
certain expenses incurred by
them under the Fund
Management Agreements and
the Asset Management
Agreements.

Each Fund Company has
agreed to indemnify the Fund
Managers, the Placement
Agent, the Asset Manager and
their respective affiliates,
officers, directors, employees
and agents for certain claims
arising out of the performance
of their contractual
obligations to the Fund and
any such indemnification
obligations or expenses will
be borne ratably by the Fund
Companies. In addition, the
Fund will agree to indemnify, to
the fullest extent permissible by
applicable law, each director,
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officer, employee or agent of
each Fund Company and each
U.S. Property Co. and each
member of the Advisory
Committee against all actions,
proceedings, costs, charges,
expenses, losses, damages or
liabilities incurred or sustained as
a result of the conduct of such
company's business or affairs or
in the execution or discharge of
such person's duties, powers,
authorities or discretions,
including without prejudice to
the generality of the foregoing,
any costs, expenses, losses or
liabilities incurred in
defending (whether
successfully or otherwise) any
civil proceedings concerning
the company or its affairs in
any court, whether in the
Cayman Islands or elsewhere,
except that no such
indemnification shall be
available if and to the extent
that the person seeking
indemnification is adjudged
liable for fraud, willful
default, gross negligence or
willful misconduct.

All income received by Equity
Co. and Finance Co. in excess
of any expenses and
appropriate reserves
established in The discretion
of such Fund Company's
Board of Directors is
expected, subject to applicable
law. to be distributed to
Investors no less frequently
than quarterly.

Proceeds from the Sale or
liquidation of Property
Investments that are effected or
made within the Investment
Period may be reinvested or.
subject to applicable law.
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distributed to the Investors at
the discretion of the Board of
Directors of the applicable
Fund Company.

Each of Equity Co. and
Finance Co. will. with the
assistance of the Fund
Managers and the Asset
Manager, prepare and distribute
to each of their respective
shareholders an annual
performance report concerning the
Fund Companies. The annual
performance report will include
audited financial statements
(.including a balance sheet and
related statements of income,
changes in Investor's capital and
changes in financial position).
Investors in each of the Fund
Companies will also receive
unaudited quarterly performance
reports containing information
similar to that of the annual
performance report.

Under the system of taxation
currently in force in the
United States, it is believed
that Investors who or which
are shareholders in Equity Co.
and Finance Co- and who or
which are not Non- Qualified
Person (as hereinafter defined)
will not be subject to United
States income tax on dividends
or other distributions such
shareholders receive from Equity
Co. and Finance Co. All tax
considerations should be
carefully reviewed by each
prospective Investor as described
in this Placement
Memorandum, including
those described in "Certain
Tax Considerations,” Also see
"Certain Tax Consideration. "
for a discussion of U.S. federal
income tax provisions
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applicable to Equity Co. and
Finance Co. and the U.S.
Property Cos.

There are currently no taxes
payable in the Cayman Islands
and therefore no taxes will be
chargeable on any income,
profits or capital gains of the
Fund Companies, and no
withholding taxes will be
levied on remittances that may
be made from the Fund
Companies to Investors by
way of dividends or other
distributions or on liquidation
under Cayman Islands law. See
"Certain Tax Considerations -
Cayman Islands Taxation."

The purchase of Investment
Unit Shares involves certain
risks. See "CERTAIN RSSK
FACTORS." In addition, the
Fund Managers. the Asset
Manager and their respective
affiliates will be subject to
subject to various conflicts of
interest in their relationships
with the Fund. See
"POTENTIAL CONFLICTS OF
INTEREST."

Subscriptions for Investment Unit
Shares must be made through the
Agreement Agent pursuant to
the Subscription Agreement
which follows this Placement
Memorandum its Appendix I.
Signed and fully completed
Subscription Agreements
must be forwarded in
duplicate to the Placement
Agent at its address set forth
under the heading "General
Information - Placement
Agent." If an Eligible
Investor's subscription is
accepted by Equity Co. and
Finance Co.. one original copy
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of the Subscription Agreement,
signed by an authorized
representative of Equity Co.,
and Finance Co, will be
returned to such Eligible Investor.



BONDS

Prospectus dated April 13,2003
XY Z Company

Incorporated as Shareholding Company

Dinars 6.000.000
7.125% Fixed Rate Bonds Due April 13. 2007

The issue price of the Dinar 6.000.000 7.125% bonds (the "Bonds") of
XYZ Company (the "Company™) is 100 percent of their principal amount.

The Bonds bear interest at the rate of 7.125% per annum. The interest
will be paid quarterly in arrears commencing on July 13, 2003.

The principal of, and interest-on, the Bonds are payable through
Clearing Company as the Clearing Agent and as Fiscal and Paying Agent.
Such payment will be made without deduction or withholding for or on
account taxes to the extent set out herein.

The Bonds will be due on April 13. 2007. The Bonds may be redeemed
early by the Company at 100.50% of their principal amount after the third
anniversary date of issue. In addition, the Bonds may be redeemed by the
Company at their principal amount in the event that it becomes compulsory
to deduct- any taxes from payments in respect of the Bonds.

The Bonds will. when issued, be assigned a "BB" rating by Capital
Intelligence Ltd. The Bonds will be represented by a permanent global bond
without coupons in bearer form (the "Permanent Global Bond") in the
principal amount of D, 6,000,000 (Dinars Six Million). The Permanent
Global Bond will be exchangeable for definitive Bonds in bearer form in
denominations of D, 5,000 in certain limited circumstances specified in the
Permanent Global Bond Certificate and more fully described herein; see the
attached "Summary of Provisions Relating to the Bonds While in Global
Form".

Lead Manager

This Prospectus includes information with regard to (the "Company")
and the Bonds. The Company has taken all reasonable care to ensure that
the facts stated in this Prospectus in relation to the Company and in relation
to the Bonds are true and accurate in all respects and that there are no other
material facts in relation to the Company or the Bonds the omission of
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which would-make misleading any statement of fact or of opinion in this
Prospectus and the Company accepts responsibility accordingly.

The Company has not authorized the making or provision of any
representation or information regarding the Company or the Bonds other
than as contained in this Prospectus or as approved for such purpose by the
Company, Any such representation or information should not relied upon as
having been authorized by the Company or the Lead Manager named on the
cover hereof (the "Manager").

The distribution of this Prospectus and the offering or sale of the Bonds
in certain jurisdictions is restricted by taw. Persons into whose possession
this Prospectus may come are required by the Manager and the Company to
inform themselves about and to observe such restrictions.

The Bonds have not been and will not be registered under the
Securities Act of 1933 of the United States of America and may not be
offered or sold directly or indirectly in the United States or to U.S. persons
except in compliance with or pursuant to an exemption available under the
said Act. As used herein "United States” means the United States of
America, its possessions, its territories and all areas subject to its
jurisdiction; and "U.S. person” means any national or person who is
normally resident in the United States (including the estate of any such
person and any corporation, partnership, trust or other entity organized in or
under the laws of the United States).

No action has been taken or will be taken to permit the offering of the
Bonds or the distribution of this Prospectus in any jurisdiction outside
Kuwait where action would be required for such purposes. This Prospectus
docs not constitute an offer and may not be used for the purposes of an offer
or solicitation in any jurisdiction or in any circumstances in which such an
offer or solicitation is not authori/ei.1. .In particular the Company has not
authorized any offer of the Bonds to the public in the United Kingdom
within the meaning of the 'Public Offers of Securities Regulations 1995 (the
"Regulations™). The Bonds may not be offered or sold in the United
Kingdom except in circumstances which do not result in an offer to the
public in the United Kingdom within the meaning of the Regulations or
otherwise in compliance with all applicable provisions of the Regulations.

No person has been authorized to give any information or make any
representation in connection with the offering of the Bonds other than those
contained in this Prospectus and. if given or made, any such information or
representation should not he relied upon .- ""living been authorized by the
Manager or the Company. Neither the delivery of this Prospectus nor any

sale made hereunder shall, in any circumstances, create any implication that
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there has been no change in the affairs of the Company since the dale
hereof.

In connection with the offering of the Bonds, the Manager may
(without involving the Company in any liability) over-allot or effect
transactions which stabilize or maintain the market price of the Bonds at
levels other than those which might otherwise prevail. Such transactions
may be effected on the open market or otherwise and, if commenced, may
be discontinued at any time without notice.

Financial information contained herein for any period ending
December 3!. 2002, is based on the financial statements contained in the
Auditor's report which has not been presented yet to the General Assembly
for approval. Financial Information contained herein for any period ending
after December 31, 2002 are not audited.

In this Prospectus all references to "D" and "Dinars" are to Dinars.



TERMS AND CONDITIONS OF THE ISSUE

The following, subject to completion and amendment, is the text of the
terms and conditions of the Bonds which will appear on the reverse of each
Bond.

The issue of the Bonds was authorized by resolutions of the General
Assembly of (the "Company™) passed on July 17, 2002 and the Board of
Directors of the Company passed on July 2, 2002. The Bonds are entitled to
the benefit of a fiscal and paying agency agreement dated April 13, 2003
(the "Fiscal and Paying Agency Agreement™) between the Company,
Financial as fiscal and principal paying agent (the "Fiscal Agent" which
expression shall include its successors under the Fiscal and Paying Agency
Agreement) and those paying agent (s) appointed therein for payments in
respect to the Bonds including (Clearing Company and any other party
appointed a paying agent as provided for therein are collectively referred to
herein as the "Paying Agent(s)") and the coupons appertaining thereto (the
"Coupons”). Copies of the Fiscal and Paying Agency Agreement are
available for inspection at the specified offices of the Fiscal Agent and the
Paying Agents listed below. The holders of the Bonds (The "Bondholders™)
and of the Coupons (if any) (the "Couponholders™) are bound by and are
deemed to have notice of all the provisions of the Fiscal and Paying Agency
Agreement.

1. Form. Denomination and Title

The Bonds are is-sued in bearer form. with Coupons attached. in
denominations of D 5.000. Title shall pass by delivery and the
Company and the Paying Agents may (to the fullest extent permitted
by applicable law) deem and treat the holder of any Bond and the
holder of any Coupon as the absolute owner of such Bond. or. as the
case may be. such Coupon (whether or not such Bond or such Coupon
shall be overdue and notwithstanding any notation of ownership or
other writing thereon or any notice of previous loss or theft or of trust
or other interest therein) for the purpose of receiving payment when
due. in full or in part. and for all other purposes.

2. Status
The Bonds are direct, unconditional and unsecured obligations of the
Company and rank pari passu among themselves and with all other

present and future unsecured obligations (other than subordinated
obligations and those preferred by mandatory provisions of law).
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3. Covenants and Negative Pledge

(@) As long as any Bond remains outstanding, the Company undertakes
that it shall not permit its Total Indebtedness to Tangible Net Worth
ratio to exceed the Permitted Ratio at any time.

For the purpose of this clause:

(i) "Total indebtedness” means the aggregate amount of the obligations
of the Company for the payment or repayment of money, whether
present or future, actual or contingent;

(if) "Tangible Net Worth™ means the aggregate of the amount paid up or
credited as paid up on the Company's issued share capital and the
amount of its capital and revenue reserves less the aggregate of (a)
any debit balance shown on its profit and loss account, (b) any
dividends which it has declared but which are unpaid and not
provided for, (c) any amounts shown in its accounts in respect of
goodwill or any other intangible asset and (d) any increase in the
value of its assets arising from any revaluation of any or all of its
assets made after December 31,2002;

(ii1) "Permitted Ratio™ means:

(A) 2:1 at any time during the calendar year 2003;
(B) 1.5:1 at any time during the calendar year 2004;
(C) 1.25:1 at any time during the calendar year 2005 and thereafter.

(b) As long as any Bond remains outstanding, the Company undertakes
to maintain unsecured and unencumbered Fixed assets with a value
equivalent to no less than 150% of the' Company's unsecured Total
Indebtedness.

(c) As Long as any .Bond remains outstanding. the Company undertakes
that it shall not permit its shareholders" equity as defined on the
balance -sheet of the Company 10 fall below:

i. D10.5 million at any time during the calendar year 2003; and
ii. D11 million thereafter.

(d) If at any time the Company issues any other bonds or similar
instruments for the purpose of raising finance which are. or intended
to be or are capable of. being quoted, listed, dealt in or traded on any
stock exchange. over — the - counter or other established securities
market, and such bonds or other similar instruments are secured by
any mortgage, pledge, charge or other encumbrance on any property
or assets of the Company. then the Company .shall accord to the
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Bonds the same level of security equally and rateably on a pari passu
basis as is granted to such other bonds or similar instruments.

4, Interest

(@) Interest accrues on the Bonds at rate of seven point one two five
(7.125%) percent per annum from and including April 13- 2003 and
will be payable quarterly in arrears on July 13, October 13. January 13
and April 13 of each year (the first payment being made on July 13.
2003). Interest will cease to accrue on the Bonds on the due date for
redemption thereof unless, upon due presentation thereof. payment of
principal is improperly withheld or refused. In such event. interest
will continue to accrue (as will after as before any Judgement) up to
but excluding the date on which, upon further presentation thereof,
payment in full of the principal thereof and premium (if any) is made
or (if earlier) the seventh day after notice is duly given to the holder
thereof (either in accordance with Condition 13 or individually) that
upon further presentation thereof being duly made such payment will
be made. provided that upon further presentation thereof being duly
made such payment is in fact made.

(b) Whenever it is necessary to compute an amount of interest in respect
of any Bond for a period of less than a full year such interest shall be
calculated on the basis of a 360 day year.

(c) Interest on each Bond shall be payable against presentation and
surrender of the relevant Coupon subject to and in accordance with
Condition 6 and Condition 9 provided that if (otherwise than by
reason of the application of (d) of Condition 6) the due date for
redemption of any Bond is not 13 April (or 13 July, October or
January as the case may be) or if payment of principal is improperly
withheld or refused on or in respect of any Bond, interest accrued in
respect of such Bond from (and including) the last preceding 13 April
(or 13 July. October or January as the case may be) will be paid
against presentation and encashment or (as the case may be) surrender
of such Bond.

5. Redemption and Purchase
(a) Final Redemption
Unless previously redeemed or purchased and cancelled, the Bonds

will be redeemed at their principal amount (plus accrued interest) on
April 13, 2007.
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(b) Optional Redemption

Save as provided in paragraph (c) below and in this paragraph, the
Company may not redeem the Bonds prior to 13 April 2006. On
giving not less than 60 days notice to the bondholders in accordance
with Condition 13, the Company may redeem all (but not some only)
of the Bonds on or after the Coupon date of the third year at a
redemption price of one hundred point five (100.50%) percent of the
principal amount of the bonds.

(c) Redemption for Taxation Reasons

If the Company should on the occasion of the next payment due in
respect of the Bonds be required for reasons outside its control to pay
any additional amounts pursuant to Condition 7, then the Company
may, at its option, having given not less than 30 days notice (which
notice shall be irrevocable and shall specify the date fixed for
redemption) in accordance with Condition 13. redeem all (but not
some only) of the Bonds at their principal amount together with
interest accrued to (but excluding) the date fixed for redemption.

(d) Purchase

The Company may at any time purchase Bonds at any price in the
open market or otherwise.

(e) Cancellation

All Bonds redeemed by the Company pursuant to (a), (b) or (c)
above. together with all unmatured Coupons attached. will be
cancelled Forth with and may not be resold or reissued.

6. Payments

(@) Payments of principal and premium (if any) in respect of the Bonds
will be made against presentation and surrender of the Bonds, and
payments of interest will be made against presentation and surrender
of the relevant Coupons at the specified office of the Fiscal Agent, or
at the option of the Bond holder or Couponholder at the specified
office of any of the Paying Agents. Such payments will be made, at
the option of the holder, by transfer to a Dinar account maintained by
the payee with. or by Dinar check drawn on a licensed bank in,
subject in all cases to any fiscal or other local laws or regulations
applicable thereto but without prejudice tO the provisions of
Condition 7. Payment in Dinars will be made in Dinars of the State
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of Kuwait or such other coin or currency of the State of as at the time
of payment is legal tender for the payment of public or private debts
therein.

(b) The Company reserves the right at any time to vary or terminate the
appointment of the Fiscal Agent or any Paying Agent and/or to
appoint additional or other Paying Agents. Notice of any change in
the Fiscal Agent or any change in or addition to the Paying Agents or
of any change in their specified offices will be published in
accordance with Condition 13.

(c) Bonds should be presented for redemption together with all
unmatured Coupons appertaining thereto. failing which the face
value of any missing unmatured Coupon will be deducted from the
sum due for payment. Any amount of principal so deducted will be
paid against presentation and surrender of the relevant missing
Coupon at any time before the expiry of a period of three years after
the Relevant Date (as defined in Condition 7) for the payment of
such Coupon.

(d) If the due date for payment of any amount of principal, premium (if
any) or interest in respect of any Bond is not at any place of payment
a business day, then the holder thereof will not be entitled to
payment at the relevant place of payment of the amount due until the
next following business day and will not be entitled to any further
interest or other payment in respect of any such delay. In this
paragraph, "business day" means any day on which banks are open
for business in the relevant place of payment and in the case of
payment by transfer to a Dinar account as referred to in (a) above on
which dealings in foreign currencies are carried on both in City and
in such place of payment.

7. Taxation
All payments of principal, premium (if any) and interest by the
Company will be made without withholding or deduction for or on
account of any present or future taxes or duties of whatever nature
imposed or levied by or on behalf of the Stare of Kuwait or any
authority therein or thereof having power to tax, unless such
withholding or deduction is required by law. In such event, the
Company will pay such additional amounts as shall be necessary in
order that the net amounts received by the Bondholders or
Couponholders after such withholding or deduction shall equal the
respective amounts of principal, premium (if any) and interest which
would have been receivable in respect of the Bonds or Coupons, as the
case may be, in the absence of such withholding or deduction; except
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that no such additional amounts shall be payable with respect to any
Bonds or Coupons presented for payment:

(@) by or on behalf of a Bondholder or Couponholder who is liable for
such taxes or duties in respect of such Bond or Coupon by reason of
his having some connection with the State of Kuwait other than the
mere holding of such Bond or Coupon or the receipt of principal,
premium (if any) or interest in respect thereof. or

(b) more than thirty days after the Relevant Date except to the extent that

the Bondholder or Couponholder would have been entitled to such
additional amounts on presenting the same for payment within such
period of 30 days.
As used herein the "Relevant Date” means whichever is the later of
(a) the dale on which -such payment first becomes due and (b) if the
full amount of the moneys payable has not been received in City by
the Fiscal Agent on or prior or such due date. the date on which, the
Full amount of such moneys having been so received, notice to that
effect shall have been duly published in accordance with Condition
13. Any reference in these Conditions to principal, premium (if any)
and/or interest in respect of the Bonds shall be deemed to refer also
to any additional amounts which may be payable under this
Condition.



8. Events of Default

If one or more of the following events ("Events of Default";) shall have
occurred and be continuing, that is to say:

(@) the Company shall fail to pay the principal and/or premium (if any)
of the Bonds (whether at maturity, upon redemption or otherwise)
for a period of five business days after the date when due; or

(b) the Company shall fail to pay any interest on any of the Bonds for a
period of fifteen business days after the date when due; or

(c) the Company shall fail duly to perform or observe any other term,
covenant or agreement -contained in the Bonds for a period of sixty
business days after the date on which written notice of such failure,
requiring the Company to remedy the same, shall first have been
given to the Fiscal Agent by any holder of Bonds at the time
outstanding; or

(d) an order shall be made or an effective resolution passed for the
winding up or the dissolution of the Company; or

(e) the Company shall stop or threaten to stop payment of its debts
generally or cease to carry on business or substantially the whole of
its business or threaten to do so; or

(f) the Company shall sell, transfer, or otherwise dispose of, directly or
indirectly, the whole or a substantial part of its undertaking or assets
except a disposal at market value or in the ordinary course of
business or a disposal the terms of which have been previously
approved by a Resolution of the Association of Bondholders referred
10 in Condition 12. For these purposes LI certificate of the auditors
of the Company that in their opinion the undertaking or assets (or the
relevant part) disposed of is or is not substantial shall, in the absence
of manifest error, be conclusive and binding on the Company- the
Fiscal Agent and the Bondholders: or

(g) an encumbrancer shall take possession or a receiver or judicial
officer shall be appointed over the whole or any material part or of
the assets or undertaking of the Company or diligence. distress.
execution (other than preventative attachment provided that the
Company takes steps to contest such attachment or the claim that has
given rise to such attachment) or other process shall be levied or
enforced upon or sued out against the whole or any material part of
the chattels or property of the Company following upon a decree or
judgment of a court of competent jurisdiction and shall not be
removed. Discharged or paid out within 10 days: or
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(h) the Company becomes insolvent or is unable to pay its debts as thay
mature or applies for or consents to or suffers the appointment of a
liquidator or takes any preceding under any law for a readjustment or
determent of' its obligations or any part thereof or makes or enters
into a general assignment or an arrangement or composition with or
for the benefit of its creditors or stops or threatens to cease to carry
on its business or any substantial part of its business; or

(i) any indebtedness for borrowed moneys contracted by the Company
shall become due prior to its staled maturity by reason of default in
respect of the terms thereof and demand shall be made for the
repayment thereof or any such indebtedness shall not be paid at its
staled maturity or within any applicable grace period therefore as
originally provided or there shall be default by the Company when
called upon to do so in making any payment due under any guarantee
and/or indemnity given in respect of any indebtedness for borrowed
moneys or any mortgage, charge, pledge, lien or other encumbrance
present or future and created or assumed by the Company becomes
enforceable and the holder thereof takes any steps to enforce the
same;
then in each and every case the principal amount of each Bond
(together with accrued interest) shall, at the option of, and upon
written notice in English to the Fiscal Agent by the Association
become immediately due and payable, without the necessity of any
judicial proceedings upon the date that such written notice is
received by the Fiscal Agent unless prior to such date all Events of
Default in respect of all the Bonds shall have been cured. For the
purposes of Condition 8 herein, "business day" shall mean a day that
banks are open for business.

9. Prescription

Each Bond and Coupon will become void unless presented for payment
within a period of three years from the Relevant Date (as defined in
Condition 7) in respect thereof.

10. Fiscal Agent and Paying Agents

In acting under the Fiscal and Paying Agency Agreement, the Fiscal
and the Paying Agent(s) are acting solely as agents of the Company and
do not assume any obligation towards or relationship of agency or trust
for or with the Bondholders or Couponholders.

The Fiscal and Paying Agency Agreement may be amended by the
parties thereto, without the consent of she Bondholders or
Couponholders. for the purpose of curing any ambiguity, defective
provision or manifest en-or or in any manner which the parties thereto
may deem necessary or desirable which will not he inconsistent with
the Bonds or Coupons and will not. in the opinion of such parties, be
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materially prejudicial to the interests of the Bondholders.
Couponholders, the Fiscal Agent or the paying Agent(s).

11. Replacement of Bonds and Coupons

Should any of the Bonds or Coupons mutilated. defaced. destroyed.
stolen or lost it may be replaced at the office of the Fiscal Agent in (or
such other place (s) as Fiscal Agent and the Company may from time to
time decide and notify in accordance with Condition 13) upon payment
by (he claimant of the expenses incurred in connection therewith and
on such terms as to evidence and indemnity as the Company may
reasonably require. Mutilated or defaced Bonds or Coupons must be
surrendered before replacements will be issued.

12. Association of Bondholders

Acrticle 125 of the Commercial Company Law No. 15 of 1960 provides
for the formation of an association of which all debenture holders of a
single issue are by operation of law members. Such an association (the
" Association™) will be created to defend the rights of Bondholders. The
rights and obligations of the Association will be specified in its articles.
the full text of which may in due course be examined at thc office of
the Fiscal Agent and of each of the paying Agents.

The Association's purpose will be to bring together and hold in
common, in the interests of the Bondholders, the exercise of their
common rights, claims and security (present and future) relating to the
Bonds. The Association alone will act in the defence of the interests of
the Bondholders. the latter not being permitted to act individually in
exercise or realization of such rights, claims and security.

The Association will be managed by a representative pursuant to the
above referenced Article 125. This representative will be elected at the
meeting of the Association called by the Company within two weeks of
the date of the closing of the issue of the Bonds for that purpose and to
approve the articles of the Association.

13. Notices

Notices to Bondholders shall be deemed to have been duly given if
published in a leading newspaper of general circulation in and if the
notice is for the purposes of a Bondholder's meeting, such notice shall
also be published in the official gazette in accordance with law. Any
such notice shall be deemed to have been given on the date of
publication in such leading newspaper provided that if such notice is
for the purposes of a Bondholder's meeting, such notice shall be
deemed to have been given on the date of publication in the official
gazette. If such notice is published more than once. the notice shall be
deemed to have been given on the date (.if the first such publication.



Couponholders will be deemed for all purposes to have notice of the
contents of any notice given to the Bondholders in accordance with this
Condition.

14. Governing Law
The Bonds, the Coupons and all other documents pertaining thereto are
governed by and shall be construed in accordance with the laws of the
State
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USE OF PROCEEDS

The proceeds from the issue of the Bonds will be used to refinance
outstanding bank loans and for other general corporate purposes of the
Company.

SUMMARY OF PROVISIONS RELATING TO THE BONDS WHILE
IN GLOBAL FORM

The Permanent Global Bond contains provisions which apply to the
Bonds represented by the Permanent Global Bond, some of which modify
the effect of the Terms and Conditions of the Bonds set out in tins document.
The effect of such provisions contained in the Permanent Global Bond are
set out below.

The Bonds will be evidenced by a Permanent Global Bond Certificate
without Coupons in bearer form in the principal amount of D 6.000.000
(Dinars Six Million). the Permanent Global Bond Certificate will be
deposited with Clearing Company for credit to the accounts of the
subscribers with Clearing Company. on or about April 13 2003. While the
Bonds are evidenced by a Permanent Global Bund Certificate. the Bonds
evidenced by such Permanent Global Bond Certificate may be transferred
through Clearing Company in accordance with the rules and procedures in
effect for Clearing Company.

The Permanent Global Bond Certificate will be exchangeable in whole
but not in part for individual definitive Bond Certificates if (a) any Bond
becomes due and payable in accordance with Condition 8. (b) Clearing
Company is closed for business for a continuous period of 14 business days
(other than by reason of holidays statutory or otherwise) or announces an
intention permanently to cease business or. in fact. does so- or (c) The
Company would suffer any disadvantage as a result of a change in any laws
or regulations (or in the interpretation thereof by the relevant authorities) or
as a result of a change in the practice of Clearing Company which would
not be suffered if the Bonds were lo be in definitive form. For die purposes
of this provision "business day" means a day that banks arc open for
business.

So long as the Permanent Global Bond Certificate is held on behalf of
Clearing Company notices required to be given to holders of Bonds may be
given by such notices being delivered to Clearing Company so long as
notices are also published in in accordance with the Conditions.

The holder of the Permanent Global Bond Certificate shall be the only
person entitled to receive Permanent of principal and interest in respect of
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the Bonds represented by the Permanent Global Bond Certificate and each
person entitled to a Bond represented by the Permanent Global Bond
Certificate must look solely Clearing Company for his share of each
payment made by the Company to the holder of the Permanent Global Bond
Certificate.

Payments of principal and/or interest in respect of Bonds represented
by the Payments Global Bond Certificate will he made against presentation
for endorsement and, if no further Payments falls to be made in respect of
the Bonds, surrender of the Permanent Global Bond Certificate to the Fiscal
Agent. A record of each Permanent made will be endorsed on the schedule
to the Permanent Global Bond Certificate by or on behalf of the Fiscal
Agent.
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CAPITALIZATION AND BORROWING

The following table, which should be read in conjunction with the
financial statements of and (appearing elsewhere in this Prospectus), sets out
the capitalization of the Company and adjusted to reflect the Bonds now
being issued:

DINARS (000) 31 December 2001 31 December 2002 As
(As per the Adjusted
Audited but not
yet approved by

the General

Assembly)
Current Portion of Long- Term 7.157 5.807 5.807
Loan
Notes Payable 52 10 10
Murabaha Due 63 490 490
Creditors 3.015 1.979 1.979
Due to Related Parties 32 334 334
Other Credit Balances 1.658 2.616 2.616
Overdraft 1.596 642 642
D 6 million, 7.125% Fixed Rate 6000
Bond Due April 13, 2007
Shareholders' Equity
Capital 7.054 7.260 7.260
Statutory Reserves 423 583 583
Voluntary Reserves 423 583 583
Retained Earnings 1.572 2.183 2.183
Total Capitalization 23.045 22.488 28.488

PREVIOUS BOND ISSUES

There have been no previous bond issues of the Company
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General

Company is a shareholding company which was formed on the May 1
1982 enjoys corporate status and is registered on the Commercial
Register under registration number 33203.

Company Services

The Company provides the following services:

. General Cargo and Stevedoring Services at Sear Ports.
. Container Terminal Operator.

. General Cargo Transport and Handling Services.

. Container Transport and Handling Services.

. Heavy Equipment Lease Services.

. Heavy Lift Transport Services.

. Light Vehicle Lease Services.

. International Overland Passenger Services.

9. Shipping Lines - Agency Services.

10. Customs Clearance Services.

11. Fuel Haulage Services.

12. Municipal Services.

13. Cleansing Services.

14. Garbage Collection and Transportation Services.
15. Skilled and Semi Skilled Manpower Services.

NN ok WwN -

The authority of the Company to issue bonds is vested under its Articles of
Association and by law. The current issue of the Bonds is effected pursuant to
resolutions of the Board of Directors of the Company passed on July 2. 2002
and of the General Assembly of the Company passed on July 17. 2002.

The Company's head office is located at its postal address......
Capitalization and Ownership of the Company

the Company began operations in 1982 with authorized .and fully paid share
capital of 7.260 million representing 72.6 million shares of 100 fils each.

The shares of the Company are officially listed on the Stock Exchange
and are actively traded. There are 7 principal shareholders which together
hold approximately 37.8% of the Company.

Financial Summary

The following table provides the most recent published consolidated
financial information for the Company.
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DINAR 2001 2002
(Audited but not yet
approved by the
General Assembly)

Assets

Current Assets 7.878 7.760
Investments in Subsidiaries 556 801
Real Estate Investments 970 -
Investments in Associates 3.107 3.647
Intangible Assets 218 204
Faxed Assets 15.968 14.557
Total Assets 28.697 26.970
Short — term loans 0 0
Total Current Liabilities 13.576 11.879
Total non- Current Liabilities 5.647 4.481
Total Liabilities 19.223 16.360
Shareholders' Equity 9.474 10.610
Total Revenue 15.401 15.637
Net profit 686 1.494

the Company's fiscal year ends on December 31% . The audited
financial statement of the Company for the year ended December 31, 2001
appear later in this Prospectus. The December 31, 2002 audited financial
statements (which has not yet been approved by the General Assembly)
appear later in this Prospectus.
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SUBSCRIPTION AND SALE

Subscription Agreement

The Manager has. pursuant to a Subscription Agreement dated April
13, 2003 agreed with the Company subject to the satisfaction of certain
conditions, to subscribe, or procure subscribers, for all the Bonds at the
issue price (being 100% of the principal amount of the Bonds). The
Manager is entitled to treat its obligations under the Subscription Agreement
as being released and discharged in certain circumstances at any time prior
to payment to the Company.

Sale
The Manager has agreed, inter alia, that:

(a) it will observe all applicable laws and regulations in each jurisdiction
in or from which it may offer or sell the Bonds or distribute this
Prospectus;

(b) it has not offered or sold and will not offer or sell the Bonds, directly
or indirectly, in the United States or to U.S. persons, except in
compliance with or pursuant to an exemption available under the
Securities Act oF 1933 oF the United States;

(c) it has not offered or sold and will not offer or sell in the United
Kingdom by means of this prospectus or any other document any
Bonds acquired by it. other than lo persons whose ordinary business it
IS to buy or sell shares or debentures, whether as principal or agent:
and

(d) it has not distributed or caused to be distributed and will not distribute
or cause to be distributed in or from the United Kingdom this
Prospectus or any other offering material other than to persons whose
business is the acquisition and disposal. or the holding, of securities
(whether as principal or as agent).



GENERAL INFORMATION

Change in Financial Position

Save as disclosed in this Prospectus, there has been no material adverse
change in the financial position of the Company since December 31. 2002
the dale of its latest audited financial statements.

Litigation

The Company is not involved in any litigation or arbitration
proceedings which, either individually or collectively, are material in the
context of the issue of the Bonds nor, so far as it is aware, are any such
litigation or arbitration proceedings pending or threatened.

Authorizations

The issue of the Bonds has been authorized by a resolution of the
Board of Directors of the Company passed on June 2. 2002 and by a
resolution of the General Assembly of the Company passed on 17.2002.

Official Consent

Permission has been granted and a license issued by the Ministry of
Commerce and Industry on 15 February. 2003 pursuant to Commercial
Company Law. 15 of 1960. as amended- for the Company to issue the
Bonds.

Clearance

The Bonds have been accepted for clearance through Z Clearing Co.
Company S.A .K.. Reference No. ISIN: OD10600125

Rating

As noted elsewhere in this Prospectus, the Bonds will. when issued, be
assigned a "BB" rating by Capital Intelligence Ltd. A security rating is not a
recommendation to buy, sell or hold securities and may he subject to
revision. suspension or withdrawal at any time by the assigning rating
organization.
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Auditors' Report

We have audited the accompanying consoliated sheet of (the parent
company) and its subsidiaries (the group) as of December 31, 2005 and the
related consolidated statements of income, changes in equity and cash flows for
the year then ended- These financial statements are the responsibility of the
Parent Company's management. Our responsibility is to express an opinion on
these consolidated financial statements based on the audit..

The audit was conducted 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
misstatements. 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 the audit we conducted and the reports of the other
auditors provide a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of the other auditors, the
consolidated financiaf statements referred to above present fairly, in all material
respects, the financial position of Real Estate Company) as of December 31, 2005,
and the results of their operations, and their cash flows for the year then ended in
conformity with International Financial Reporting Standards.

Also, in our opinion, the statements include the disclosures required by the
Commercial Companies Law and the Parent Company's Articles of Association,
and we obtained tne information we required to perform our audit. In addition,
proper books of account have been kept, physical stocktaking was caried out in
accordance with recognized practice, and the accounting information given in
the Directors'report is in agreement with ‘'he Parent Company's books.
According to the information available to us. there were no contraventions
during the year of either the Commercial Companies Law or of the Parent
Company's Articles of Association which might have materially affected the
Group's financial position or results of its operations.
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Consolidated Balance Sheet
As of December 31, 2005

2005 2004
ASSETS Note KD KD
Cash on hand and at banks 3 772.574 704.721
Fixed deposits 3 5.000.000 15.768.107
Investments at fair value through income 4 9.284.077 1.833.765
statement
Accounts receivable and other debit 5 455.483 1.136.161
balances
Inventories 34.249 -
Due from related parties 6 2.607.497 72.897
Real estate for trading 7 3.991.614 4.060.073
Investments available for sale 8 17.077.439 16.508.095
Investments in associates 9 2.845.979 2.441.434
Investments in unconsolidated subsidiaries 10 1.283.995 1.973
Investments properties 11 26.233.203 25.336.944
Right of utilization of the Health club 12 397.351 400.000
Projects under construction 13 4.889.007 5.567.372
Fixed assets 14 6.734.894 82.609
Total assets 81.607.362 73.914.151
LIABILITIES AND EQUITY
Liabilities:
Loans and due to banks 15 17.745.338 13.342.757
Accounts payable and other credit 16 3.270.734 1.572.781
balances
Dividends payable 197.473 117.287
Due to related parties 6 843.727 283.551
Provision for end sevice indemnity 17 129.920 118.886
Total liabilities 22.187.192 15.435.262
Equity:
Capital 18 17.852.605 17.852.605
Share premium 19 8.217.408 8.217.408
Dilution gain 20 1.085.297 1.129.366
Treasury shares 21 (3.022.719) (1.832.179)
Gain on sale of treasury shares 485.461 440301
Effect of subsidiary's treasury share (209.155) -
transaction
Statutory reserve 22 3.330.461 3.102.045
Voluntary reserve 23 3.330.461 3.102.045
Cumulative changes in fair value 2.349.671 395.794
Foreign currency translation (25.453) (25.458)
adjustments
Retained earnings 11.162.295 11.984.538
Total equity attributable to parent company's 44.556.332 44.366.465
shareholders
Minority interest 14.863.838 14.112.424
Total equity 59.420.170 58.478.889
Total liabilities and equity 81.607.362 73.914.151

The accompanying notes are an integral part of the consolidated financial statements
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Consolidated Statement of Income

For the year ended December 31, 2005

Operating revenues:
Rental income
Health Club revenues
Property management fees
Gain on sale of real estate for trading
Total operating revenues

Operating expenses:
General and administration
Operating and maintenance
Deprecation and amortization
Total operating expenses

(Loss) Profit from operations
Company's share of results from associates
Gain on sale subsidiary's shares
Investment income
Interest income
Finance charges
Amortization of goodwill
Other income
Board of Director's remuneration
Profit for the year before contribution to Kuwait
foundation for the Advancement of Scienes and
National Labor Support Tax
Contribution to Kuwait foundation for the
Advancement of Sciences
National Labor Support Tax
Net profit for the year
Attributable to

Parent Company's shareholders

Minority interest

Net profit for the year

Earnings per share attributable to parent
Company's shareholders

2005 2004
Note KD KD
1.746.199 1.956.976
57.607 -
30.308 61.559
14.787 8.686
1.848.901 2.027.221
1.207.457 483.801
585.436 399.398
490.123 456.059
2.283.016 1.339.258
(434.115) 687.963
9 717.738 368.744
24 381.092 310.001
25 2.276.127 805.747
456.237 397.241
(936.693) (658.839)
- (137.973)
47.242 45.433
(49.000) (21.000)
2.458.628 1.797.317
26 (11.206) (7.909)
27 (41.072) (20.066)
2.406.350 1.769.342
2.182.881 1.482.124
223.469 287.218
2.406.350 1.769.342
Fils Fils
28 12.94 8.37

The accompanying notes are an integral part of the consolidated financial statements
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