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MAKASEB EMIRATES EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

DIRECTORS' REPORT

The Directors present the annual report and financial statements for the year ended
December 31, 2007.

PRINCIPAL ACTIVITY

The Fund is a collective investment scheme and its primary objective is to achieve
long term capital appreciation by investing mainly in the shares of companies listed
on the stock exchange of the United Arab Emirates.

REVIEW OF BUSINESS

The results of the operations of the Fund are summarized on page 4.

APPROPRIATIONS

None

CHANGES IN DIRECTORS

Mr. Ambi Venkateswaran who was a Director of the Fund has resigned with effect
from May 3, 2007.

AUDITOR
A resolution proposing the reappointment of Deloitte & Touche as the auditor of the
Fund for the year ending December 31, 2008 and authorising the Directors to

determine their remuneration will be put to the Annual General Meeting.

On behalf of the Board

fr“// Adlon

[

Director
January 22, 2008
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS i

Tel: +973 17214490
Fax: +973 17214550

Makaseb Emirates Equity Fund, www.deloitte.com
Manama C.R. 18670
Kingdom of Bahrain.

Report on the Financial Statements

We have audited the accompanying financial statements of Makaseb Emirates Equity Fund,
(“the Fund”), which comprise the statement of assets and liabilities as at December 31,
2007, the statement of operations, statement of changes in net assets and cash flow
statement for the year then ended, and a summary of significant accounting policies and
other explanatory notes.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance whether the financial statements are free from material
misstatement.

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

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

A\ ; . 5 £ Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Opinion

In our opinion, the financial statements present fairly in all material respects, the financial
position of Makaseb Emirates Equity Fund as of December 31, 2007, and its financial
performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Without qualifying our opinion, we draw attention to Note 6 (a) to the financial statements.
The investments at fair value through profit or loss represent investments in listed securities,
which according to the Fund Manager provide the Fund with the opportunity to enhance the
return on investment through trading gains. The fair values of these securities is based on
quoted market prices. Certain markets and securities may be illiquid and published market
prices may not necessarily represent realizable value.

Manama — Kingdom of Bahrain ﬁ&ﬂﬁ ,'ﬂ Z?,;:
January 22, 2008 Deloitte & Touche



MAKASEB EMIRATES EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

STATEMENT OF ASSETS AND LIABILITIES AS AT DECEMBER 31. 2007

2007 2006

Note USD USD
ASSETS:
Cash at banks 6 113,982 778,728
Securities designated at fair value through profit or
loss 7 31,897,352 40,476,140
Other assets 8 - 13,451
Total Assets 32,011,334 41,268,319
LIABLITIES:
Bank Overdraft 9 24.830 -
QOutstanding settlements 10 864,451 -
Accrued fees and charges 11 51,082 63,328
Due to a related party 12 116,859 180,695
Total Liabilities 1,057,222 244,023
Net Assets 30,954,112 41,024,296
ANALYSIS OF NET ASSETS:
Capital 13 6,686,816 30,256,755
Net realised income 21,005,422 22,577,075
Change in fair value of securities designated at fair
value through profit or loss 7 3,261,874 (11,809,534)
Net assets 30,954,112 41,024,296
Net asset value per unit 20 17.30611 11.52304

The financial statements were approved by the Directors on January 22, 2008 and
signed on their behalf by:

Director

The attached notes 1 to 21 form part of these financial statements
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MAKASEB EMIRATES EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2007

Note
INVESTMENT INCOME:
Dividend income 14
Other operating income 14
EXPENSES:
Management fees 5&17
Administration fees 5
Custody fees 5
Transaction fees 5
Registrar fees 5
Professional fees
Interest expense
Other expenses, net 15

Total expenses
Investment gain/(loss) — net
Realised and unrealised gain or loss on
securities designated at fair value through profit
or loss:

Net realised (loss)/gain

Change in fair value

Net gain/(loss) on securities

Net increase/(decrease) in net assets resulting
from operations

The attached notes 1 to 21 form part of these financial statements

2007 2006
SD USD
1,203,448 940,661
- 8,737
1,203,448 949,398
537,302 969,942
94,133 89,440
78,764 122,774
9,735 74,175
12,076 6,950
8,726 26,809
3,042 :
27,618 22,001
771,596 1,312,091
431,852 ( 362,693)
(2,003,505)  1,755271
15,071,408  (47,990,404)
13,067,003  (46,235,133)
13,499,755  (46,597,826)




MAKASEB EMIRATES EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2007

Increase/(Decrease) in net assets from operations:
Investment gain/(loss) — net
Net realised (loss)/gain on securities
Change in fair value of securities

Net increase/(decrease) in net assets resulting from
operations

Change in net assets from capital share transactions

Change in net assets
Net assets — beginning of year

Net assets — end of year

o
o
[a=
~J

c
)
)

431,852
(2,003,505)
15,071,408

13,499,755
(23,569,939)
(10,070,184)

41,024,296

30,954,112

The attached notes 1 to 21 form part of these financial statements

)
o
o
N

!
)
v

( 362,693)
1,755,271
(47,990,404)

(46,597,826)

(48,270,103)
(94,867,929)
135,892,225
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MAKASEB EMIRATES EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

CASH FLOW STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2007

Net increase/(decrease) in net assets resulting from

operations
Adjustments for:
Net (gain)/loss on investments

Changes in operating assets and liabilities:
Change in other assets

Change in other liabilities

Net cash from/(used in) operating activities
Cash flows from investing activities
Payments for purchase of securities
Proceeds from disposal of securities

Net cash from investing activities

Cash flows from financing activities
Proceeds from issue of units

Payments on redemption of units

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the

year

Cash and cash equivalents at the end of the year

Comprising:
Cash at bank
Bank overdraft

[S=]
o
[e]
~

|

(s
)
|w)

13,499,755

(13,067,903)

13,451
788,369

(21,540,288)

[§e3
=]
e
[}

c
7z
wl

(46,597,826)

46,235,133

84,869
(2,179,161)

(47,591,161)

43,186,979 93,078,445
21,646,601 45,487,284
7,200,228 45,371,028
(30,770,167)  (93,641,131)
(23,569,939)  (48,270,103)
(699576 (2782819)
778,728 3,561,547
89,152 778,728
113,952 F78.728
(24,830) -
89,152 798728

The attached notes 1 to 21 form part of these financial statements
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MAKASEB EMIRATES EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENED DECEMBER 31, 2007

1. STATUS AND ACTIVITIES:

Makaseb Emirates Equity Fund (“the Fund”) is an open-ended investment fund
established by Makaseb Funds Company B.S.C. (¢) (“the Funds Company”). The Fund
is a collective investment scheme established pursuant to the Central Bank of Bahrain
(“CBB”) regulations for the operation and marketing of collective investment schemes
issued by CBB, Circular Number OG/356/92 of November 8, 1992 and subsequent
supplementary circulars. The Fund is registered at the Ministry of Industry & Commerce
and is authorized and approved by the CBB. It is established for a period of 25 years by
the Funds Company. The life of the Fund can be extended by the Funds Company at the
end of the 25" year.

The Fund was launched on February 8, 2005 and is denominated in US dollars. The
objective of the Fund is to achieve long term capital growth by investing primarily in
U.AE. equities listed on the Abu Dhabi Securities Market and the Dubai Financial
Market . The Fund’s Investment Policies are more fully defined in its Prospectus.

The Fund is managed by Mashregbank psc (“the Investment Manager”) a bank
incorporated in the United Arab Emirates. The Fund is administered by Gulf Investment
Corporation gsc (“the Administrator”), a financial institution established under the
auspices of the Gulf Corporation Council (“GCC”). The Funds Company is approved by
the CBB and incorporated as a Bahrain Joint Stock Investment Company with
Commercial Registration Number 55378 and has been established to act as an umbrella
vehicle for funds including the Fund.

The financial statements represent the assets, liabilities and operations of the Fund only.
The Fund does not have employees, however, it uses the services of an Investment

Manager, an Administrator and a Custodian for the fund management, administration and
custody functions.
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MAKASEB EMIRATES EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENED DECEMBER 31, 2007

2, ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS):

21 Standards and Interpretations effective in the current period

In the current year, the Fund has adopted IFRS 7 Financial Instruments: Disclosures
which is effective for annual periods beginning on or after Januaryl, 2007, and the
consequential amendments to IAS 1 Presentation of Financial Statements.

The impact of the adoption of IFRS 7 and the changes to IAS 1 has been to expand the
disclosures provided in these financial statements regarding the Fund’s financial
mstruments and management of capital.

The following four Interpretations issued by the International Financial Reporting
Interpretations Committee are effective for the current period.

e [FRIC 7 Applying the Restatement Approach under IAS 29 Financial Reporting
in Hyperinflationary Economies;
IFRIC 8 Scope of IFRS 2;
IFRIC 9 Reassessment of Embedded Derivatives; and
IFRIC 10 Interim Financial Reporting and Impairment.

The adoption of these Interpretations has not led to any changes in the Fund’s accounting
policies.













































