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B corporation

Gulf Holding Company is a Qatari Sharcholding Company (Q.S.C.) incorporated in the State of Qatar and
governed by the provisions of the Qatar Commercial Companies law No. (5) of (2002) and the Qatar Exchange
Regulations.

The Company incorporated on May 4, 2006, with issued and paid capital of QR 1.2 billion divided among 124
million shares at a nominal price of QR 10.

The Company has been formed to primarily engage in invest in Subsidiaries Companies, shares, bonds and se-
curities. The Company own fifteen Subsidiaries engaged in production and sale of cement, setting up factories,
importing and exporting cement, invests in shares and real estate and install and maintenance solutions for

mechanical, electrical and electronic security equipments.

Bl® ur Strategic Vision

@ Provide the Highest Quality products in the construction industry.
@ Applying the state of art technology which complies with the international standards.
® Adopting nature friendly environment protection strategies.

8 Provide employment opportunities for qualified public to ensure a decent life and a prosperous for future
generation.

8 To effectively service our commitment to the people and the country.

6 \AL Khalij Holding

B@L:irman Message

Dear Shareholders;
Peace and mercy of God be upon you,

On my own behalfand on behalf of the Board of Directors, it gives me great pleasure to welcome you personally
to present the Board of Directors’ report of the Company’s activities and its financial position during the past
year closing in 31/12/2009.

At first thanks to God Almighty for rewarding our tirelessly efforts over the past years with more successes
crossed us from the stage of preparation to launch and compete in Qatar market. Gulf Holding Company be-
comes one of the pillars of the economic and industrial system in the state of Qatar, despite the difficulties and
constraints faced by many companies in different sectors after the global economic crisis.

Noteworthy; while the main project of the Company is still under construction; to make profits, at this point, is
not to be expected. But; even though it managed to make profits. Hence; it is honorable for the executive man-
agement; especially if those profits depend on other sources coming as a result of Board of Directors’ common
efforts as part of long-term policies to make a profit covering the size of projected expenditure.

And; by presenting the assets of the Company we may find it reached 2.6 billion Qatari Riyals at the end 0£ 2009;
representingan increase of 1 billion Qatari Riyalsin the year 2008, This increase resulted from two major elements:
The first element: The acquisition of Qatari investors Group Company.

The second element: The size of achievement, which done in the Cement Factory Project

As for the Statement of Income; the Company managed during the year 2009 to achieve a fundamental differ-
ence in the Income Statement more than double what had been achieved in 2008. with net profit doubled in
2009 to QR 69,984,675, and that increase returns to the sources diversity of income that we have been able to
polarize therein. Thanks to God Almighty that we managed to attract throughout the year. On top of these
sources, entering into many Cement sales contracts during the commissioning phase of the project, in addition
to the income from the subsidiaries.

Further more; I would like to congratulate you and myself what has been accomplished in Gulf Cement Fac-
tory, which was done by the cooperation between Board Members, Executive Managers and employees of the
Company, which predict the entry of Gulf Holding Company to a new era in the coming period.

As in the coming period, The Company’s investment will depends on the cement product as one of the strategic
products under the architectural boom witnessed by the State of Qatar. The cement product will give us a new
and powerful reliance to increase the Company’s profits in the coming years, and a lot of development in the
Company’s activity, which promotes investment opportunities in various fields.

In conclusion, I would like to note that Board of Directors in Gulf Holding are keen to gain your trustworthy;
and we pray to God to help us to deliver more efforts to keep your precious trust; putting the same as a medal
on our hearts.

May peace and God’s mercy and blessings,

Abdulla Nasser Al Misnad
Chairman & Managing Director

Annual chortZ()O‘)/7
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EBVYl:nagement Report

Dear Shareholders,
It is with pleasure we present our annual report, which reflects the Company achievements and successes in its
various activities and the operational.

The Early Operation

Gulf Cement Company (one of the most important Subsidiaries for Gulf Holding Company) is able now to
run the vertical cement mill that powered of (200) tons per hour with the highest quality to produce cement
according to the international standard.

At this stage, the production of cement reach (3500) tons per day, and coming now in the local markets, with
expectation that the full factory production will reach (5000) tons per day during the second quarter of 2010,

which integrates the construction, the provision of logistical requirements and the necessary infrastructure.




%1lity and Competition

The cement factory has a developed preventative maintenance system, and a control system to assure the quality
of the products according to the international standards with commitment to the production process friendly

for environmental.

The engineering plan for the site depending on three production lines, therefore it also includes the reserves of
raw materials and electric power, fuel and logistical requirements for the lines.

Also the Company has been able to implement all the requirements, and work will continue to build up the fac-
tory and the complete all the requirements according to the program’s deadline.

From the beginning, Gulf Cement Company seeks to supply cement equipment to the highest technical stand-
ards, available globally, and considering the environmental requirements protection. As for example, the Com-
pany has adopted a filtration system as a modern bag house dust, and also it has supply for grind the raw materi-
als vertical mill, and the cement vertical mill which were manufactured by Danish Company (FLSmidth). The
Cement mill characterize by a combination between the grinding, drying and segregation on one time, which
is an example of a developmental system that comes to the first time to the Middle East. The mill runs with an
electronic control system and manages the operations of the grinding process from the control room.

The production line characterized by using (gamma rays) system to analyze the raw materials to insure quality
control. The Company has an engineering team that will follow up with clients on their observations regarding
the quality or the adding characteristics or the way of delivery to these companies.

BT



During year 2009 the Sharcholder approved in their Extra-ordinary General Assembly meeting on April 26,
2009, the 100% acquisition onatari investment group Company (W.L.L.).

The acquisition of Qatari investment group has opened wide prospects to extend the projects and diversify the
investments.

Which was a result from changing in the Company goals to other projects studies that beyond the limits of the
cement industry. In addition, the acquisition has enhanced the Company’s financial position and opened op-

portunities to diversify its income sources and activities.




B3 nancial Highlights

During the year 2009, financial re-
sult of Al Khalij holding significant-
ly changed.

The total income during the year
2009 reached amount to QR. 228.4
million against QR 67.6 million in
the year 2008.

Our net income during the year
2009 stood at QR. 69.9 million
against QR 34.1 million in the year
2008.

In the main time Al Khalij holding
Total asset on December 31, 2009
reached amount to QR. 2.668 bil-
lion against QR. 1.675 billion on
December 31, 2008.

18\AL Khalij Holding
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Our shareholder’s Equity during the
year 2009 reached QR. 1.852 bil-
lion against year 2008 was amount

to QR. 0.874 billion.

The basic Earn per share increased
during the year 2009 as it reached
QR. 0.56 per share against QR. 0.43
per share on the year 2008.

Shareholder’s Equity

B Sharcholder's Equity

2008 2009

Basic Earnings Per Share

I I B Basic Earnings Per Share

2008 2009
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BYL2jor Group Companies

Gulf Cement Company
The Cement Factory — GCC planned for green field industrial project for establishing a clinkerization unit of

guaranteed capacity of 5000 metric tons per day based on modern Dry Process Rotary Kiln Technology at Um-
mbab locality in the state of Qatar.

Gulf Cement Trading

Gulf Cement Trading is Company involver on all other Building Materials (ex; Gabbor & Ready Mix & Ag-
gregates).

Qatar Sequirity Services (QSS)

Engaged in maintenance and repair solutions for mechanical, electrical and electronic security equipments.
Our System Integrations known for its excellence in quality and project management. We specialize in the
Design, Engineering, Assembly, Installation, Commissioning and Maintenance of integrated Security, Safety,
Closed Circuit Television (CCTV), Access control, Fire Alarm, Industrial Surveillance and Monitoring, Public
Address & Voice Evacuation, Perimeter protection, road Blocking and X- ray Systems.

International Technical & Trading Company (ITT)

Specialized trading division of our investments section which has successfully been awarded & carried out a
number of projects in a varied level of fields.

We provide products & consultancy services over a broad spectrum of needs for the Qatar market.

Gulf Properties Company (GP)
We are able to provide all expert real estate advices wherever our clients need us.

We were among the first commercial real estate divisions to recognize the importance of local knowledge on a

global scale.

We buy, rent and maintenance accommodation with superior service through our local depth of knowledge and
expertise.

Our mission is to provide our clients with all best possible real estate solutions.

\




B dcpendent Auditor’s Report

To The Shareholders
Gulf Holding Company (Q.S.C)
Doha - Qatar

Report on the consolidated financial statements

We have audited the accompanying consolidated financial statements of Gulf Holding Company (Q.S.C) (the
“Company”), which comprise the consolidated statement of financial position as at December 31, 2009 and the
consolidated statements of income, comprehensive income, changes in shareholder’s equity and cash flows for
the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards. This responsibility includes: designing, im-
plementing and maintaining internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error; selecting and apply-
ing 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 consolidated financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated financial
position of Gulf Holding Company (Q.S.C.) as of December 31, 2009, and of its consolidated financial per-

formance and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards.

ZZ\AL Khalij Holding

Other Legal and Regulatory Requirements

We have obtained all the information and explanations which we considered necessary for the purpose of our
audit. We further confirm that the financial information included in the Annual Report of the Board of Direc-
tors is in agreement with the books and records of the Company and that we are not aware of any contravention
by the Company of the Article of Association, or the Qatar Commercial Companies Law No. 5 of 2002 during
the financial period that would materially affect its activities or its financial position.

For Deloitte & Touche

r. A\'
Doha - Qatar Samer Hussein Jaghoub
February 1,2010 License No. (88)

Annual Report 2()09/23



B@onsolidated Statement of Financial Position

Notes
ASSETS
Current Assets
Cash and bank balances 5
Accounts receivable 6
Due from related parties 7(a)
Advances to suppliers
Gross amount due from customers for contract works
Inventories 8
Prepayments and other debit balances 9
Total current assets
Non-current assets
Property, plant and equipment 10
Investment properties 11
Investment in associates 12
Available-for-sale investments 13
Goodwill 1
Total non-current assets
Total assets
LIABILITIES
Current liabilities
Due to bank
Accounts payable
Retention payable
Borrowings 14
Due to related parties 7(b)
Notes payable 15
Gross amount due to customers for contract works
Accruals and other liabilities
Total current liabilities
Non-current liabilities
Borrowings 14
Notes payable 15
Employees end of service benefits
Retention payable
Total non-current liabilities
Total liabilities
SHAREHOLDERS’ E%}ITY
Share capital 16
Legal reserve 17

Fair value reserve

Retained earnings

Total shareholders’ equity

Total shareholders’ equity and liabilities

These consolidated financial statements were approved by the Board of Directors on February 1, 2010 and

signed on its behalf by:

As at December 31, 2009

2009 2008

QR. QR.
150,452,058 507,656,400
23,252,387 211,495
466,350 -
29,829,987 118,723,924
2,326,496 -
13,667,503 --
13,357,881 10,681,168
233,352,662 637,272,987
1,567,810,407 760,107,067
447,936,422 216,191,950
20,485,377 --
83,807,811 61,205,000
314,457,585 --

2,434,497,602
2,667,850,264

55,807,905
23,340,865
43,846,407
650,160
23,647,345
1,298,069
6,166,831
154,757,582

591,014,784
45,049,161
1,348,607
23,340,865

660,753,417
815,510

1,243,267,780
468,407,668
797,937
139,865,880
1,852,339,265
2,667,850,264

Abdullah bin Nasser Al-Mesnad
Chairman and Managing Director

24 AL Khalij Holding

1,037,504,017
1,674,777,004

385,250
32,285,047
82,356,964

153,452,160
22,886,228
3,150,243
29451589

448,649,249
39,853,562
521,612
17,034,472
506,058,895
800,574,787

800,000,000
25,676,980
(28,354,436)
76,879,673
874,202,217
1,674,777.004

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

B@ onsolidated Statement of Income

For the year ended December 31, 2009

Income

Sale of cement

Contract income

Income from short-term deposits and savings

Realized gain from sale of investments available-for-sale

Gain on fair valuation of investment properties
Service income

Income from investment in associates
Dividend income

Rental income

Other income

Gain on sale of land and investment properties
Total income

Expenses

Cost of cement sales

Contract cost

Net finance cost

Impairment loss of available-for-sale investments
Depreciation of property, plant and equipment
General and administrative expenses

Board of directors’ remuneration

Total expenses

Profit for the year before social contribution
Provision for social contribution

Profit for the year

Basic earnings per share

Notes

18

11

12

13

19

20

21

2009
QR.

26,622,418
37,807,025
21,490,164
39,763,878
18,611,750
17,199,475
4,707,634
21,226,000
1,123,989

_ 39,863,864
228,416,197

(22,360,067)
(23,699,315)
(30,183,327)
(37,912,724)
(8,750,690)
(32,375,782)
(1,400,000)
(156,681,905)
71,734,292
(1,749,617)
69,984,675
0.56

2008
QR.

10,959,788
23,832,052
207,066

1,504,299
31,080,278
67,583,483

(9,964,424)
(1,725,061)
(6,150,600)
(2,232,469)
(12,282,413)
(1,100,000)
(33,454,967)
34,128,516
34,128,516
0.43

B@ onsolidated Statementof Comprehensive Income
For the year ended December 31, 2009

Net profit for the year

Other comprehensive income

Decrease in fair value of available for sale investment

Impairment on available for sale investment charged off

Total comprehensive income for the year

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

Notes

13
13

2009

QR.
69,984,675

(8,760,351)
37,912,724
99,137,048

2008

QR.
34,128,516

(33,445,326)
6,150,600
6.833.790

Annual Report 2009
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For the year ended December 31, 2009
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Balance - January 1, 2008

Total comprehensive income for the year
Balance - December 31, 2008

Issue of shares on acquisition

Transfer to legal reserve

B@®onsolidated Statement of Changes in Shareholders’” Equity

26 AL Khalij Holding

e

435,732,220

435,732,220

Share premium on issue of shares

99,137,048

69,984,675
(6,998,468)

139,865,880

29,152,373

Total comprehensive income for the year

6,998,468

468,407,668

Transfer to legal reserve

1,852,339,265

797,937

1,243,267,780

Balance - December 31, 2009

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

B @onsolidated Statement of Cash Flows

For the year ended December 31, 2009

Notes

OPERATING ACTIVITIES

Profit for the year

Adjustments for:

Depreciation of property, plant and equipment
Gain on disposal of property, plant and equipment
Realized gain from sale of available-for-sale investments
Gain on sale of land and investment properties
Gain on fair valuation of investment properties
Impairment loss on available-for-sale investments
Income from investment in associates

Employees’ end of service benefits

Changes in working capital:

Accounts receivable

Due from related parties

Advances to suppliers

Gross amount due from customers for contract works
Inventories

Prepayments and other debit balances

Accounts payable

Retention payable

Due to related party

Notes payable

Gross amount due to customers for contract works
Accruals and other liabilities

Cash generated from operations

Employees’ end of service benefits paid

Net cash generated from operating activities

INVESTING ACTIVITIES

Acquisition of property, plant and equipment
Acquisition of investment properties

Acquisition of investments available-for-sale
Dividend received

Proceeds on sale of property, plant and equipment
Proceeds on sale of investment property

Proceeds on sale of investments available-for-sale
Net cash from / (used in) investing activities

FINANCING ACTIVITIES

Borrowings

Net cash (used in) / from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of year

Acquisition of cash and cash equivalents 1
Cash and cash equivalents at the end of the year 22

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

2009
QR.

69,984,675

8,750,690
(54,463)
(39,863,864)
(39,763,878)
37,912,724
(17,199,475)
699,497
20,465,906

(10,195,548)
153,346,682
88,893,937
(1,490,823)
(12,590,016)
(2,676,713)
20,404,792
29,647,258
(160,311,412)
(11,863,177)
1,081,468
(19,288,447)
95,423,907

(460,663)
94,963,244

(775,421,435)
(5,421,222)
(10,098,664)
6,450,000
19,781,435
802,008,061

37,298,175

(496,329,019)
(496,329,019)
(364,067,600)
507,271,150
7,248,508
150,452,058

2008
QR.

34,128,516

2,232,469
(207,066)
(31,080,278)

6,150,600
323,306
11,547,547

(73,474)

87,566,218

5,821,402
30,898,018
17,034,472

153,452,160
41,234,664

347,481,007

(7,070)
347,473,937

(752,297,161
(216,191,950)
(208,630,127

64,912,338
162,000,080

(950,206,820)

531,006,213
531,006,213
(71,726,670)
578,997,820

507,271,150

Annual Report 2009



BBNotes To The Consolidated Financial Statements
For the year ended December 31, 2009
1. Incorporation and Activities

Gulf Holding Company (the “Company”) is a Qatari Sharcholding Company (Q.S.C.) incorporated in the
State of Qatar on May 4, 2006 under Commercial Registration No.32831. The Company is governed by the
provisions of the Qatar Commercial Companies law No. (5) of (2002) and the Doha Securities Market Regula-
tions. The Company has been formed to primarily engage in the production and sale of cement. The Company
also engages in setting up factories, importing and exporting cement, and invests in shares and real estate.

One of the subsidiaries (Gulf Cement Company) had not started operations as of the date of authorization of
financial statements. The subsidiary’s activities were confined to setting up the plant, testing of limited produc-
tion of cement mill, and utilization of the monies received from the shareholders in investment activities in
addition to financing all the stages of the plant’s construction.

Certain sales of cement were made during the year by one of the subsidiaries (Gulf Trading and Industrial Agen-
cies Company) of the Company.

The accompanying consolidated financial statements comprise the financial statements of the Company and of
its wholly owned subsidiaries (collectively, the “Group”) as explained in note 3.

During the year, the shareholders approved in their Extra-ordinary General Assembly Meetingon April 26,2009,
the 100% acquisition of Qatari Investor Group Company W.L.L. The total purchase consideration amounted to
QR. 879 million, which was settled by way of issue of the Company’s shares at a premium of QR. 435.73 mil-
lion. The transaction resulted in goodwill of QR. 314 million. The effective date of the acquisition was January
01,2009. The major category of assets and liability acquired are as follows:-

Amount
QR.

ASSETS
Cash and cash equivalents 7,248,508
Receivable and other assets 168,571,536
Property, plant and equipment 60,759,567
Investment properties 948,703,569
Available-for-sale investments 21,264,498
Investment in associates 9,735,902

1,216,283,580
LIABILITES
Borrowings (600,183,997)
Trade and other liabilities (51,557,168)

(651,741,165)
NET ASSETS 564,542,415
CONSIDERATION SETTLED 879,000,000
GOODWILL 314,457,585

28\AL Khalij Holding

Notes To The Consolidated Financial Statements
For the year ended December 31, 2009

2. Adoption of New and Revised Standards

2.1 Standards and Interpretations effective in the current period
At the date of authorization of these Consolidated financial statements, the following standards and interpre-
tations were effective:

(I) Revised Standards

¢ IAS 1 (Revised) - Presentation of Financial Statements
IAS 1 has introduced the following:
>» Terminology changes (including revised titles for the financial statements) and changes in the format
and content of the financial statements.
>» Comprehensive revision including requiring a statement of comprehensive income

o IAS 23 (Revised) - Borrowing Costs
The principal change to the Standard was to eliminate the option to expense all borrowing costs when in-
curred. This change has had no impact on these financial statements because it has always been the Com-
pany’s accounting policy to capitalise borrowing costs incurred on qualifying assets.

o IFRS 7 (Revised) - Financial Instruments
The amendments to IFRS 7 expand the disclosures required in respect of fair value measurements and li-

quidity risk.

Various
In addition to the amendments described earlier in this section, the following standards were also amended.
The Improvements have led to changes in the detail of the Company’s accounting policies — some of which are
changes in terminology only, and some of which are substantive but have had no material effect on amounts
reported.

o IAS 16 (Revised Property, Plant and Equipment

( )
e IAS 19 (Revised)
e IAS 20 (Revised)
e IAS 27 (Revised)
e IAS 28 (Revised)
e IAS 29 (Revised)
e IAS 31 (Revised)
o IAS 32 (Revised)
e IAS 36 (Revised)
¢ IAS 38 (Revised)
o IAS 39 (Revised)
o IAS 40 (Revised)
o IFRS 1 (Revised)
o IFRS 2 (Revised)

(IT) New Standard

¢ [FRS 8

Employee Benefits

Government Grants and Disclosure of Government Assistance
Consolidated and Separate Financial Statements
Investments in Associates

Financial reporting in Hyperinﬂationary economies
Interest In Companies

Financial Instruments: Presentation

Impairment of Assets

Intangible Assets

Financial Instruments- Recognition & Measurement
Investment Property

First time adoption

Share-based Payments

Operating Segments

Annual Report 2()09/29



Notes To The Consolidated Financial Statements
For the year ended December 31, 2009

Notes To The Consolidated Financial Statements
For the year ended December 31, 2009

(IT) New Standard:
Effective for annual periods beginning on or after January 1, 2013 (Early adoption allowed)
¢ IFRS 9- Financial Instruments Classification and Measurement

2. Adoption of New and Revised Standards (continued)

2.1 Standards And Interpretations Effective In The Current Period (Continued)

All recognised financial assets that are currently in the scope of IAS 39 will be measured at either amor-
tised cost or fair value. A debt instrument that (1) is held within a business model whose objective is to
collect the contractual cash flows and (2) has contractual cash flows that are solely payments of principal
and interest on the principal amount outstanding generally must be measured at amortised cost. All other
debt instruments must be measured at fair value through profit or loss (FVTPL). A fair value option is
available (provided that certain specified conditions are met) as an alternative to amortised cost meas-
urement. For debt instruments not designated at FVTPL under the fair value option, reclassification is
required between FVTPL and amortised cost, or vice versa, if the entity’s business model objective for its
financial assets changes so that its previous model no longer applies.

(III) New Interpretations
¢ IFRIC 13 Customer loyalty Programmes
¢ [FRIC 15 Agreement for Construction of Real Estate
¢ IFRIC 16 Hedges of Net Investment in Foreign Operations

The adoption of these standards and Interpretations had no significant effect on the consolidated financial
statements of the Company for the year ended December 31, 2009, other than certain presentation and
disclosure changes.

2.2 Standards and Interpretations in issue not yet effective All equity investments within the scope of IFRS 9 are to be measured on the statement of financial posi-

tion at fair value with the default recognition of gains and losses in profit or loss. Only if the equity invest-
ment is not held for trading can an irrevocable election be made at initial recognition to measure it at fair
value through other comprehensive income (FVTOCI) with only dividend income recognised in profit
or loss unless the dividend clearly represents a recovery of part of the cost of the investment.

At the date of authorization of these consolidated financial statements, the following Standards and Interpre-
tations were in issue but not yet effective:

(I) Revised Standards

Effective for annual periods beginning on or after July 1, 2009 (III) New Interpretations:

¢ IAS 27 (Revised)
¢ IAS 28 (Revised)
¢ IAS 31 (Revised)
¢ IAS 38 (Revised)
o IAS 39 (Revised)
¢ IFRS 2 (Revised)
¢ IFRS 3 (Revised)
¢ IFRS 5 (Revised)

Consolidated and Separate Financial Statements

Investments in Associates

Interest In Companys

Intangible Assets

Financial Instruments: Recognition & Measurement
Share-based Payments

Business Combinations

Non Current assets Held for Sale & Discontinued Operations

Effective for annual periods beginning on or after January 1, 2010

e [AS1
¢ IAS 7 (Revised)
¢ IAS 17 (Revised)
¢ IAS 36 (Revised)
¢ IAS 39 (Revised)
¢ IFRS 1 (Revised)
¢ IFRS 2 (Revised)
¢ [FRS 5 (Revised)
¢ IFRS 8 (Revised)

Presentation of Financial statements

Statement of Cash Flows

Leases

Impairment of Assets

Financial Instruments: Recognition & Measurement

First time adoption

Share-based Payments

Non Current assets Held for Sale & Discontinued Operations
Operating Segments

Effective for annual periods beginning on or after January 1, 2011 (early adoption allowed)

¢ IAS 24 (Revised)

Related Party Disclosures

Effective for annual periods beginning on or after July 1, 2009

¢ IFRIC 17 Distributions of Non-Cash Assets to Owners

Effective for transfers from customers received on or after July 1, 2009

¢ IFRIC 18 Transfers of Assets from Customers

Effective for annual periods beginning on or after July 1, 2009

e IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

Management anticipates that the adoption of these Standards and Interpretations in future periods will
have no material financial impact on the Consolidated financial statements of the Company in the period
of initial application, other than certain presentation and disclosure changes.

3. Basis of Preparation and Significant Accounting Policies

Statement of compliance
The consolidated financial statements have been prepared in accordance with International Financial Reporting

Standard.

Basis of preparation and consolidation

The consolidated financial statements have been prepared under the historical cost convention except for the
measurement at fair value of available-for-sale investments and investment properties. The Company’s func-
tional and reporting currency in Qatari Riyals (QR.).

The revised Standard simplifies the disclosure requirements for entities that are controlled, jointly control- The consolidated financial statements incorporate the financial statements of the Company and entities control-

led by the Company. Control is achieved where the Company has the power to govern the financial and operat-

ing policies of an entity so as to obtain benefits from its activities.
Annual Report 2()09/3 1

led or significantly influenced by a government (referred to as government related entities) and clarifies the
definition of a related party.
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3. Basis of Preparation and Significant Accounting Policies (continued)

The Company has the following subsidiaries (collectively known as the “Group”) at December 31, 2009:

Name of subsidiary Place of Proportion of

or group incorporation  ownership interest Principal activity

Gulf for Trading and Industrial Agencies Company Qatar 100%

Cement and building

materials trading

Gulf for Investment and Development Company Qatar 100% Investing in investment
properties

Gulf Industries Company Qatar 100% Investing in subsidiaries
and trade agencies

Gulf Cement Company Qatar 100% Cement and building mate-
rials trading and industries

Gulf Investment Company Qatar 100% Investments and other
trading

Qatari Investors Group Qatar 100% Investment in real estate,

aviation, catering and
industrial

Where necessary, adjustments are made to the financial statement of subsidiaries to bring their accounting poli-
cies in line with those used by the company. All intra-company transactions, balances, income and expenses are
eliminated on consolidation.

The principal accounting policies are set out below:

Revenue recognition

Sale of goods

Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of
returns, trade discounts and volume rebates. Revenue is recognised when

(I) the significant risks and rewards of ownership have been transferred to the buyer;

(IT) the recovery of the consideration is probable;

(III) the associated costs and possible return of goods can be estimated reliably;

(IV) there is no continuing management involvement with the goods; and

(V) the amount of revenue can be measured reliably.

Dividend Income
Dividend income from investments is recognised when the shareholder’s right to receive payment is estab-

lished.

Income on Fixed Deposits and Savings Accounts
Income is accrued on a time proportion basis, by reference to the principal outstanding and at the effective inter-
est rate applicable.

Revenue from long term projects
Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognized by
reference to the stage of completion of the contract activity at the statement of financial position date, measured
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based on the proportion of contract costs incurred for work performed to date relative to the estimated total
contract costs, except where this would not be representative of the stage of completion.

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to
the extent of contract costs incurred that it is probable will be recoverable. Contract costs are recognised as ex-
penses in the period in which they are incurred. When it is probable that total contract costs will exceed total
contract revenue, the expected loss is recognised as an expense immediately.

Rendering of services
Service revenue is recognized as services are performed.

Investment in associates

The Company’s investment in its associates is accounted for under the equity method of accounting. An asso-
ciate is an entity in which the Company has significant influence and which is neither a subsidiary nor a joint
venture.

Under the equity method, the investment in associate is carried in the statement of financial position at cost plus
post acquisition changes in the Company’s share of net assets of the associate, less impairment in value, if any.
The statement of income reflects the Company’s share of the results of its associates.

Unrealised profits and losses resulting from transactions between the Company and its associates are eliminated
to the extent of the Company’s interest in the associate.

Available-for-sale investments
Available-for-sale investments are those that are designated as available-for-sale and intended to be held for an
indefinite period of time.

Available-for-sale investments are initially recognised at fair value plus transaction costs that are directly attrib-
utable to the acquisition.

Available-for-sale financial assets are subsequently carried at fair value. Gains and losses arising from changes
in the fair value of available-for-sale financial assets are recognised directly in equity, until the financial asset is
derecognised or impaired. At this time, the cumulative gain or loss previously recognised in equity is recognised
in profit or loss.

The fair value of quoted investments in active markets are based on current bid prices. If there is no active market
for a financial asset, the fair value is established using valuation techniques. These include the use of recent arms
length transactions, discounted cash flow analysis, and other valuation techniques commonly used by market
participants. Investment in equity investments that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured are valued at cost.

The Company assesses at each balance sheet date whether there is objective evidence that available-for-sale in-
vestments are impaired. In the case of equity securities classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is considered an indicator that the securities are impaired.
When there is objective evidence that are available-for-sale investment is impaired the cumulative loss that has
been recognised directly in equity is removed from equity and recognised in profit or loss.
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3. Basis of Preparation and Significant Accounting Policies (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to
the cost of those assets, until such time as the assets are substantially ready for their intended use or sale. Invest-
ment income earned on the temporary investment of specific borrowings pending their expenditure on qualify-
ing assets is deducted from the borrowing costs eligible for capitalization.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

Property, plant and equipment

Property, plant and equipment held for use in the production or supply of goods or services, or for administra-
tive purposes are stated in the balance sheet at cost less accumulated depreciation and accumulated impairment
losses, if any.

Depreciation is charged as to write off the cost or valuation of assets, other than work in progress, over their
estimated useful lives, using the straight-line method.

Properties in the course of construction for production or administrative purposes, or for purposes not yet
determined, are carried at cost, less any recognised impairment loss. Cost includes professional fees and, for
qualifying assets, borrowing costs capitalised in accordance with the Company’s accounting policy. Upon the
completion of these projects these costs will be transferred to the relevant asset category. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready for their intended use.

Intangible Assets

Intangible assets acquired in a business combination — Goodwill

Intangible assets acquired in a business combination are identified and recognised as goodwill where they satisfy
the definition of an intangible asset and their fair values can be measured reliably. The cost of such intangible
assets is their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets acquired in a business combination are reported at cost less
any impairment losses, if any.

Investment properties

Investment property, which is property held to earn rentals and/or for capital appreciation (including property
under construction for such purposes), is measured initially at its cost, including transaction costs. Subsequent
to initial recognition, investment property is measured at fair value. Gains and losses arising from changes in the
fair value of investment property are included in profit or loss in the period in which they arise.

OnJan 1, 2009 management changed the policy for measurement of Investment properties from the cost model
to the fair value model. The Company had acquired land in Oct, 2008 amounting to QR. 216 million which

management believes was reflective of fair value as at December 31, 2009.

Inventories
Inventories are stated at the lower of cost and net realisable value after taking an allowance for any slow moving
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or obsolete items. Cost comprises the purchase price, import duties, transportation handling and other direct
costs incurred in bringing the inventories to their present location and condition. Cost is calculated using the
weighted average method for construction materials, spares and merchandise.

Net realisable value represents the estimated selling price for inventories less all estimated costs of completion
and costs necessary to make the sale.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past
event, it is probable that the Company will be required to settle the obligation, and a reliable estimate can be
made of the amount of the obligation.

Foreign currencies

Transactions in currencies other than the Company’s functional currency (foreign currencies) are recorded at
the rates of exchange prevailing on the dates of the transactions. At each statement of financial position date,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at the statement of
financial position date. Exchange differences arising on the settlement of monetary items, and on the retransla-
tion of monetary items, are included in statement of income.

Financial assets

Accounts receivables

Accounts receivable are stated at their nominal values as reduced by appropriate allowances for estimated irre-
coverable amounts. Estimates of doubtful debts are based on a detailed review by management of the individual
balances at the year end.

Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, bank balances and deposits with original maturities of three
months or less, net of bank overdrafts.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each statement of financial position date. Financial
assets are impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have been impacted.
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables where the carrying amount is reduced through the use of an allowance
account. When a trade receivable is uncollectible, it is written off against the allowance account. Subsequent
recoveries of amounts previously written off and changes in the carrying amount of the allowance account are
recognised in the statement of income.

Financial liabilities

Accounts payables

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

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,
cancelled or expired.
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4. Critical Judgements and Key Sources of Estimation Uncertainty

In the application of the Company’s accounting policies, which are described in note 3, management is required
to make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on historical experi-
ence and other factors that are considered to be relevant. Actual results may differ from these estimates. The
estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period
of the revision and future periods if the revision affects both current and future periods.

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at
the statement of financial position date, that have a significant risk of causing a material adjustment to the car-
rying amounts of assets and liabilities within the next financial year:

Impairment of property, plant and equipment and goodwill

The Company’s management tests annually whether assets have suffered impairment in accordance with ac-
counting policies stated in note 3. The recoverable amount of an asset is determined based on value-in-use
method. This method uses estimated cash flow projections discounted using market rates.

Impairment of accounts receivables

An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount
is no longer probable. For individually significant amounts, this estimation is performed on an individual basis.
Amounts which are not individually significant, but which are past due, are assessed collectively and a provision
applied according to the length of time past due, based on historical recovery rates.

Impairment of inventories

Inventories are stated at the lower of cost and net realisable value. Adjustments to reduce the cost of inventory
to its realisable value are made for estimated excess, obsolescence or impaired balances. Factors influencing these
adjustments include changes in demand, product pricing, physical deterioration and quality issues. Based on
the above factors, the Company has arrived at certain percentages for allowance for slow moving and obsolete
inventories. Revisions to these adjustments would be required if these factors differ from the estimates.

Cost to completion

In calculating revenue on long term contracts, management estimated the cost to complete for the project, in
order to ensure an appropriate profit percentage is accrued in each of the year. In the process of calculating the
cost to complete, management conducted regular and systematic reviews of actual results and future projection
with comparison against budgets. This process requires monitoring controls including financial operational,
identifying major, developing and implementing initiatives to manage those risks.

Management is therefore confident that the cost to complete is fairly estimated.
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5. Cash and Bank Balances

2009 2008

QR. QR.
Cash on hand 30,270 -

Bank balances:

Current accounts 32,259,378 1,120,424
Saving accounts 3,507,136 2,493,056
Cash held by Islamic Financial Company 42,920 42,920
Term deposits 114,612,354 504,000,000
150,452,058 507,656,400

Short term deposits and saving accounts in various banks earn effective rates of return ranging from 4% to 5%
per annum (2008: 4% to 5% per annum). These short term deposits accounts have maturity periods of up to 90
days.

6. Accounts Receivable

2009 2008

QR. QR.
23,252,387 211495

Accounts receivable

The general term of credit is 90 days. No interest is charged on the overdue accounts receivables. The Company provides for doubtful
debts on case to case basis depending on management’s historical experience.
(i) A

eing of neither past due nor impaired

2009 2008

1

Ql Q

Up to 90 days 17,826,681 211,495

(ii) Ageing of past due but not impaired
2009

QR.
91-180 days 403,510 =

181-365 days 279,834 -

4,742,362 -
5.425,706 -

More than 365 days
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7. Related Party Transactions
Related parties represent associate Companies, major shareholders and key management personnel of the Com-
pany and companies controlled, jointly controlled or significantly influenced by and those parties.

9. Prepayments and Other Debit Balances

At the balance sheet date, amounts due from / to related parties and transactions during the year are as fol- ZQOI(? ZQOES
lows: Due from staff 285,343 =
Refundable deposits 1,211,003 --
() Due from related parties Prepayments ’ 3,199,968 3,572,450
2L 2L Accrued income 7,172,183 6,999,226
QL QR. Others 1,489,384 109.492
QIG - The Investor branch 500 -- 13,357,881 10.681.168
Sunsecker Qatar 4,170 -- - o 4B
Typsa Qatar 65,700 --
HOK Canada 395,980 --
466,350 - =
(b) Due to related parties
2009 2008
QR. QR.
Qatar Investors Group -- 153,452,160
Corus 64,360 --
Islamic Financial Securities 169,914 --
Al Misnad Holding Company 85,079 ==
Qatari Wings 96,850 --
National Aviation Services Company 164,697 -
National Marine Services Company 69,260 -
650,160 153,452,160
(c) Related Party transactions
2009 2008
QR. QR.
Sales 4,176,360 --
Purchases and expenses 137,503,816 -
223,784,400 --
(d) Compensation of key management personnel
2009 2008
QR. QR.
Short-term benefits 8,016,000 4,253,500
8. Inventories
2009 2008
QR. QR.
Finished goods 1,505,328 -
Raw material 11,943,125 o=
Spare parts 219,050 --
13,667,503 s -

38\AL Khalij Holding Annual Report 2009 / 39



40

Notes To The Consolidated Financial Statements
For the year ended December 31, 2009

Capital work
in progress™

Motor and
heavy vehicles

w»
b4
)
-l
2,
g
(=]
@)

Furniture
Equipment and fixture  and software
QR.

Plant and
Building

10. Property, Plant And Equipment

Cost:
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10,603,652
752,297,161
762,900,813

6,931,027
711,914,053
718,845,080

784,500
38,779,000

266,254

991,297

1,614,424

16,150
927,125

As of January 01, 2008

169,565
435,819

131,983
1,123,280

375,435
1,989,859

Additions during the year

39,563,500

943,275
36,467,685

As of December 31, 2008
Acquisition (Note - 1)

Additions

60,759,567

775,421,435
(21,658.561

1,577,423,254

2,499,266

221,707
13,241,122

21,467,57

103,333
2,285,404

757,730,275

548,382

469,460

(21.457.368)

1,146,792

193,493

52,832,836

(7.700)
4,370,896

Disposals

1,476,575,355

2,499,266

984,201

1,602,948

38,557,752

As of December 31, 2009

Depreciation:

561,277
2,232,469
2,793,746

139,224
1,661,458
1,800,682

86,701
125,091
211,792
170,842

255,260

212,786

468,046
2,032,331
1,737,594

77,555
216,015

2,537
17,119
19,656

2,348,554

As of January 01, 2008

Charge for the year

293,570

As of December 31, 2008

Charge for the year

8,750,690
1,931,589

3,582,757

616,206

193,489

5,189,950

(506)

909,270

2,368,210

Disposals

9,612,847

382,634

762,783

As of December 31, 2009

Net book value:

1,567,810,407

1,476,575,355

840,165 601,567 47,642,886 2,499,266

3,461,626

36,189,542

As of December 31, 2009
As of December 31, 2008

Rates of depreciation

760,107,067

718,845,080

224,027 37,762,818

655,234

1,696,289

923,619
5-7.14%

20%

33%

20%

20%

* Out of above capital work in progress as of December 31, 2009, QR. 1,465 million (2008: QR. 719 million) has been incurred for development of

the Company’s Cement plant. It includes borrowing cost of QR. 47.38 million.
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11. Investment Properties

2009

QR.
Opening Balance 216,191,950
Acquisition (Note -1) 948,703,569
Additions 5,421,222
Disposals (762,144,197)
Closing balance 408,172,544
Increase in fair value of investment properties 39,763,878
47,936,422

2008
QR.

33,832,060

216,191,950

(33,832,060)
216,191,950

216,191,950

Investment properties with a carrying value of QR. 349.52 million were appraised by an accredited independent
appraiser at a fair value of QR. 391.86 million as of December 31, 2009. The appraiser is an industry specialist
in valuing these types of investment properties. The fair value represents the amount at which the assets could
be exchanged between a knowledgeable, willing buyer and a knowledgeable, willing seller in an arm’s length
transaction at the date of valuation. Further management has estimated a reduction in the fair value of certain
other investment properties on account of usage amounting to QR 2.57 million to arrive fair value as on Dec

31,2009.

During the current year, the Company sold West bay Tower-investment property for net proceeds of QR.

802,008,061 resulting in net gain of QR. 39,863,864.

Company earned rental income amounting to QR. 21.23 million for the year ended December 31, 2009.

12. Investment In Associates

The Company has the following investment in associates

Country of incorporation Ownership

2009 2008
Smart Logistics W.L.L. Qatar 51% 51%
Sharaf Logistics W.L.L. Qatar 51% 51%
Europe Car Company W.L.L. Qatar 51% 51%
Eversendai Engincering Qatar W.L.L. Qatar 51% 51%
United Gulf Cement Company W.L.L. Qatar 51% 51%
National Shipping Marine Services Company W.L.L. Qatar 51% 51%
Diamond Shipping Marine Services Company W.L.L. Qatar 51% 51%
Sharaf Shipping Marine Services Company W.L.L. Qatar 51% 51%
National Marine Services Company W.L.L. Qatar 51% 51%
National Aviation services Company W.L.L Qatar 51% 51%
Qatar Wings Company W.L.L Qatar 51% 51%

Profit share
2009 2008
50% 50%
50% 50%
50% 50%
30% 30%
40% 40%
50% 50%
50% 50%
50% 50%
51% 51%
51% 51%
51% 51%

The Company does not exercise control over the above entities and therefore the above entities have not been

consolidated as part of the Group.
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12. Investment In Associates (continued)

The following table illustrates summarized financial information of the Company’s investment in the associates:

Net assets
Profit for the year
Company’s share of profits of associates

Movement in investment in associates

2009

QR.
Acquisition during the year (Note 1) 9,735,902
Share of profit during the year 17,199,475
Dividend received during the year (6,450,000)
Balance at end of the year 20,485,377

13. Available-For-Sale Investments

(0):8

Quoted Investments

Opening Balance 79,059,436
Acquisition of investment (Note 1) 13,891,578
Addition during the year 10,098,664

Cost of investments sold -

Total cost of investments at balance sheet date 103,049,678
Less: Impairment loss in available-for-sale investment (37,912,724)
Add / (less): Fair value reserve 797,937

_ 65,934,891

Unquoted Investments
Opening Balance 10,500,000
Addition during the year -

Acquisition of investment (Note 1) 7,372,92

_ 17,872,920
83,807,811
Cost of investments sold --
Proceeds from sale of investments -
Realized profit from sale of investments available-for-sale --
Movement in Fair Value Reserve
2009
QR.
Balance at January 1, (28,354,436)
Decrease in fair value (8,760,351)
Impairment loss charged off 37,912,724
Balance at December 31, 797,937
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2009

(0):8
54,539,760
48,338,233
17,199,475

2008
QR.

QR.

48,872,925
198,130,127
(161,793,016)
85,210,036
(6,150,600)
(28,354,436)
_ 50,705,000

10,500,000
10,500,000
61,205,000

(161,793,016)

162,000,082
207,066

2008
QR.
(1,059,710)
(33,445,326)
6,150,600
(28,354.436)

Notes To The Consolidated Financial Statements
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14. Borrowings

2009 2008

QR. QR.
LC Murabaha Loan (I) 43,756,697 444,849,505
Tawarruq Finance (I) 473,568,550 50,000,000
Murabaha Vehicle Loan (IT) 89,710 27,887,000
Murabaha Loan (III) 117,446,234 8,269,708
634,861,191 531,006,213

Classified as:

Current portion 43,846,407 82,356,964
Non-Current portion 591,014,784 448,649,249
_63486L191  _531006213

(I) The Company entered into a memorandum of understanding during 2008 where by the LC Murabaha loan
will be converted into Tawarruq loan as and when portion of LC Murabaha loan becomes due, with limit of
473.56 million carrying interest rate of 8.125% repayable after three months grace period starting from March

29,2010.

Management has negotiated with the banks to increase the facility limit of Tawarruq loan from QR 473.56 mil-

lion to 700 million with repayment starting from 201 1. These loans have therefore been classified as long term.

(IT) During the year, the Company substantially repaid the loan financed through local bank for purchase of

vehicles carrying effective interest rate of 10.8% per annum.

(ITI) In 2009, the Company entered into a loan agreement with a local bank, with interest rate of 8.75% per
annum. The loan is repayable after three years starting from June 01, 2012.

15. Notes Payable

2009 2008

QR. QR.
Short term 23,647,345 22,886,228
Long term 45,049,161 39,853,562
68,696,506 62,739,790

The present value of notes payable has been calculated as below:

Minimum Present value of
payments minimum payments
2009 2009
QR. QR.
Not later than one year 25,173,027 23,647,345
Later than one year & not later than five years 55,384,421 45,049,161
80,557,448 68,696,506

Minimum Present Value of
Payments Minimum Payments
2008 2008
QR. QR.
23,444,080 22,886,228
46,888,160 39,853,562
70,332,240 62,739,790

Management has used a discount rate of approximately 8.25% per annum (2008: 7% per annum) to calculate the present value of these

future payments.
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16. Share Capital
2009 2008
QR. QR.
Authorised issued and fully paid up share capital 124,326,778 1,243,267,780 800,000,000

(2008: 80,000,000) shares of QR.10 each

17. Legal Reserve

In accordance with the Qatar Commercial Companies’ Law No. 5 of 2002, 10% of net income for the year is to
be transferred to legal reserve. This annual transfer may cease when the reserve equals 50% of the paid up capital
and must be maintained ata minimum of 50% of paid up capital. This reserve is not available for distribution. Any
excess over 50% may be distributed in circumstances specified in the Qatar Commercial Companies Law 0f2002.

During the year, the shareholders approved in their Extra-ordinary General Assembly Meetingon April 26,2009,
the 100% acquisition of Qatari Investor Group Company W.L.L. The total purchase consideration amounted to
QR. 879 million, which was settled by way of issue of the Company’s shares at a premium of QR. 435.73 mil-
lion. The premium has been taken to legal reserve.

18. Income From Bank Deposits and Saving

2009 2008

QR. QR.
Term deposit 21,095,215 23,222,436
Saving accounts _ 394,949 __ 609,616
21,490,164 23,832,052

19. General and Administrative Expenses

2009 2008

QR. QR.
Salaries, allowances and other benefits 20,145,483 5,980,592
Rent 939,191 1,520,841
DSM registration 883,557 699,340
Printing and stationary 208,344 254,703
Repairs and maintenance 2,594,765 145,870
Advertisement 290,391 294,216
Travel and entertainment 715,098 393,162
Accommodation 325,265 31,034
Insurance 891,831 472,054
Legal and professional services 2,501,849 737,945
Postage and telecommunication 522,968 890,250
Gifts and donations 525,000 110,000
Utilities 190,833 63,309
Miscellaneous 1,641,207 689,097
32,375,782 12,282,413
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20. Provision for Social Contribution

During the year, and in accordance with Law No. 13 of 2008, the Company has taken a provision for the sup-
port of sports, social, cultural and charitable activities for an amount equivalent of 2.5% of the net profit of the

Company.

21. Basic Earnings Per Share

Profit for the year
Weighted average number of shares
Basic earnings per share

22. Cash and Cash Equivalents

Cash and bank balances
Due to bank

23. Commitments and Contingent Liabilities

Letters of guarantees
Letters of credit

2009

QR.
69,984,675
124,326,778
0.56

2009

QR
150,452,058

150,452,058

2009

QR.
7,825,886
22,657,332

2008

QR.
34,128,516
80,000,000
043

2008
QR.
507,656,400
(385,250)
507,271,150

PAVOL

QR.
12,365,051
297,374,776
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Notes To The Consolidated Financial Statements
For the year ended December 31, 2009

25. Financial Instruments

Financial instruments

Financial instruments comprise financial assets and financial liabilities:

The financial assets of the company include mainly balances with banks, accounts receivable, and available-for-
sale investments. The financial liabilities of the Company include mainly borrowings, accounts payable and
notes payable.

Fair value of financial instruments
Available-for-sale investments are carried at fair value as explained in note 3. The fair value of other financial
instruments approximates their carrying value.

26. Financial Risk Management

The activities of the Company expose it to routine financial risks, including the effects of defaults by customers,
changes in interest rates and liquidity. The Company management seeks to minimize potential adverse effects
on the financial performance of the Company by taking appropriate steps to address specific risk management
areas, such as interest rate risk, credit risk and liquidity management.

Capital risk
The Company manages its capital to ensure that it will be able to continue as a going concern while maximizing

the return to stakeholders through the optimization of the debt and equity balance.

The capital structures of the Company consist of borrowings, net of cash and cash equivalents and equity com-
prising share capital, reserve and retained earnings

The Company’s risk management team reviews the capital structure on a quarterly basis. As part of this review,
the management considers the cost of capital and the associated risks.

The gearing ratio at the year end was as follows:

2009 2008

Note ()9 QR.
Debt (i) 634,861,191 531,006,213
Cash and bank balance 5 (150,452,058) (507,271,150)
Net debt 484,409,133 23,735,063
Equity (ii) 1,852,339,265 874,202,217
Net debt to equity ratio 26.2% 2.7%

(i) Debt is defined as term loans, as detailed in Note 14.

(ii) Equity includes all capital and reserves of the Company
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26. Financial Risk Management (continued)

Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in financial
loss to the Company. The Company has adopted a policy of only dealing with creditworthy counterparties. The
Company’s exposure and the creditworthiness of its counterparties are continuously monitored and the aggre-
gate value of transactions concluded is spread amongst approved counterparties. Credit exposure is controlled
by counterparty limits that are reviewed and approved by the management annually.

Liquidity risk

Liquidity risk is the risk that the Company will be unable to meet its liabilities and commitments when they fall
due. In accordance with prudent liquidity risk management, the management of the Company aims to maintain
an adequate amount of funding in the form of cash and bank balances.

Interest rate risk

The Company invests in time deposits and saving accounts that is subject to interest rate risk. Interest rate risk to
the Company is the risk of changes in market interest rates reducing the overall return on its interest bearing se-
curities. However, management is of the opinion that the Company’s exposure to interest rate risk is minimal.

Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange
rates. The Company does not hedge its exposure to currency risk. However, management is of the opinion that
the Company’s exposure to currency risk is minimal.

Market risk

Market risk is the risk that the value of financial instrument will fluctuate as a result of changes in market prices,
whether those changes are caused by factors specific to the individual security, or its issuer, or factors affecting
all securities traded in the market. The Company limits market risk relating to its available-for-sale investments
by monitoring of developments in financial markets.

A 10% increase or decrease in market value of the Company’s portfolio of quoted available-for-sale investments

is expected to result in an increase or decrease of QR. 6,593,489 (2008: QR. 5,070,500) in the assets and equity
of the Company.

27. Comparative Figures

Certain comparative figures have been reclassified to conform to the current year’s presentation.

28. Approval Of Consolidated Financial Statements

These Consolidated financial statements were approved and authorized by the management for issue on Febru-
ary 1, 2010.
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