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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS
OF MASRAF AL RAYAN (Q.S.C.)

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Masraf Al Rayan
(Q.5.C) (the “Masraf”) and its subsidiary (the "Group") which comprises the consolidated
statement of financial position as at 31 December 2009 and the consolidated income statement,
consolidated statement of changes in equity and consolidated cash flow statement for the year
then ended, and a summary of significant accounting policies and other explanatory notes.

Board of Directors’ Responsibility for the Financial Statements

The Board of Directors is respounsible for the preparation and fair presentation of these
financial statements in accordance with the Financial Accounting Standards issued by the
Accounting and Auditing Organisation for Islamic Financial Institutions, the applicable
provisions of Qatar Central Bank regulations and in accordance with the Islamic Shari'a Rules
and Principles. 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.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
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 intemnal controls relevant fo the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate for the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal confrol. 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 member firm of Emst & Young Global Limited
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS
OF MASRAF AL RAYAN (Q.S.C.) (continued)

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the Group as of 31 December 2009 and its financial performance and its
cash flows for the year ended 31 December 2009 in accordance with Financial Accounting
Standards issued by the Accounting and Auditing Organization for Islamic Financial
Institutions, the Islamic Shari’a Rules and Principles as determined by the Shart'a Supervisory
Board of the Masraf and Qatar Central Bank regulations.

Report on other legal and regulatory matters

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 Directors is in agreement with the books and records of the Group and
that we are not aware of any contravention by the Masraf of its Articles of Association, the Qatar
Commercial Companies Law No. 5 of 2002 and the applicable provisions of Qatar Central Bank
regulations and Law No 33 of 2006 during the financial year that would materially affect its
activities or its financial position.

iras Qoussous
of Emst & Young
Auditor's Registration No. 236

Date: 25 January 2010
Doha
State of Qatar
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Masraf Al Rayan (Q.S.C.)

STATEMENT OF FINANCIAL POSITION
At 31 December 2009

2009 2008
Notes  QAR’000 QAR 000

ASSETS
Cash and batances with Qatar Central Bank 4 716,080 501,209
Balances and investments with banks and other financial institutions 5 4,256,684 1,285,571
Receivables and balances from financing activities 6 17,756,462 13,325,737
Financial investments 7 945,406 911,861
Investment in associates 8 211,931 61,222
Property, furniture and equipment 9 82,675 . 85,263
Other assets 10 160,563 598,216

- TOTAL ASSETS 24,123,801 16,769,079
LIABILITIES, UNRESTRICTED INVESTMENT ACCOUNTS AND
EQUITY

" LIABILITIES .
Customers’ current accounts 1,470,060 413,716
Other liabilities 1t 331,010 176,993
TOTAL LIABILITIES - 1,3012079 590,709
UNRESTRICTED INVESTMENT ACCOUNTS 12 16,360,977 10,484,105
EQUITY
Paid up share capital 13 4,124,654 4,124,654
Legal reserve ' 13 633,382 545,316
Fair value reserve i3 465 (5,064)
Risk reserve _ : 13 237,953 195,885
Proposed dividend 13 948,670 618,698
Retained earnings 16,630 210,776
TOTAL EQUITY 5,961,754 5,694,265
TOTAL LIABILITIES, UNRESTRICTED
INVESTMENT ACCOUNTS AND EQUITY , 24,123,801 16,769,079

The consolidated financial statements bave been approved by the Board of Directors on 25 J anuary 2010 and were
signed on their behalf by:

Dr. Hussain Ali Al Abdalla Adel Mustafawi
Chairman & Managing Director Chief Executive Officer
The attached notes 1 to 26 form an integral part of these financial statements PV
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Masraf Al Rayan (Q.S.C.)

CONSOLIDATED INCOME STATEMENT

Year Ended 31 December 2009

Income from financing activities
Income from investing activities

Total inceme from firancing and investing activities

Commission and fees income
Commission and fees expense

Net commission and fee income
Gain from foreign exchange operations
Other income

Share of results of associates

TOTAL OPERATING INCOME

General and administrative expenses
Depreciation

Provision for impairment of receivables from financing activities

Provision for impairment of other assets

PROFIT FOR THE YEAR BEFORE SHARE OF

UNRESTRICTED INVESTMENT ACCOUNTS HOLDERS

Less : Share of unrestricted investment accounts holders in the:

- Net profit
- Investment risk reserve

NET PROFIT FOR THE YEAR DUE TO
SHAREHOLDERS

BASIC EARNINGS PER SHARE (QAR)

The attached notes 1 to 26 form an integral part of these financial statements

Notes

14
15

16

17

19
19

20

2009
OAR’000

1,082,571
67,496

1,150,067

196,165
(1,675)

194,490
27,986

195,598
(167)

1,567,974
(190,456)
(15,238)

(8,512)
(36,405)

1,317,363

(436,705)

880,658

1.17

2008
QAR 000

522,666
805712

1,328,378

117,048

(19,875)
97,173
717
3,171

(903)
1,428,536

(170,829)
(12,862)

(72,810)

1,172,035

(249,879)
(5,116)

__917.040

1.22
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Masraf Al Rayan (Q.S.C.)

CONSOLIDATED CASH FLOW STATEMENT
Year Ended 31 December 2009

OPERATING ACTIVITIES

Profit for the year

Adjustments for:

Depreciation

Provision for impairment of receivables from financing activities
Provision for impairment of other assets

Gain on sale of property, furniture and equipment

Gain on sale of financial investments

Gain on sale of investments

Share of loss of associates and foreign exchange loss

Operating profit before changes in operating assets and liabilities

Net decrease (increase) in assets:

Cash reserve with Qatar Central Bank

Receivables and balances from financing activities
Other assets

Net increase (decrease) in liabilities:
Customers” current accounts
Other liabilities

Net cash flows used in operating activities

INVESTING ACTIVITIES

Purchase of property, furniture and equipment

Purchase of investments

Purchase of financial investmenis

Proceeds from sale of financial investments

Proceeds from sale of investments

Proceeds from sale of property and furniture and equipment
Investment in associates

Net cash flows from investing activities
FINANCING ACTIVITIES

Payment of cash dividends

Increase in unrestricted investment accounts

Net cash flow from financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the vear

Cash and cash equivalents at 31 December

Notes

10

15

10

13
12

2]

The attached notes 1 to 26 form an integral part of these financial statements

31 December
2009

QAR000
880,658
15,238
8,512

346,405
(239)

736

941,310

7,507
(4,433,237)
401,248

1,056,344

154,017

(1,872,811)

(23,788)
(63,323)
39,081

11,377

(151,445)

{188.098)

(618,698)

5,873,098

5,254,400

3,193,491

1.415,660

4.609,151

December
2008

OAR’000
917,040

12,862

72,810

(130,622)
(605,020)
903

267,973

(299,519)
(6,587,900)
(608,115)

7,882

87,077

(7,133,002)

(47,764)
(84,680)

(452,008)
210,270
689,701

(52,623)

262,896

(374,969)

5,950,873

5,575,904

(1,294,202)

2,709,862

1,415,660
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

1 LEGAL STATUS AND MAIN ACTIVITIES

Masraf Al Rayan (Q.8.C.) (“Masraf™) was incorporated as Qatari Public Shareholding Company under Article 68
of Qatar Commercial Companies’ Law No. 5 of 2002, under decision No. 11 of 2006 dated 4 January 2006 of the
Minister of Business and Trade.

Masraf is engaged in banking, financing and investing activities in accordance with its Article of Incorporation,
Islamic Shari’a principles and regulations of Qatar Central Bank,

Masraf operates through its head office located on Grand Hamad Street in Doha and six local branches, all
operating in the State of Qatar. Masraf is listed and its shares are traded in the Qatar Exchange.

Masraf owns 100% of the issued share capital of Al Rayan Investment LLC (*“Subsidiary”). Al Rayan Investment
was incorporated on 3 April 2007 in Qatar and has an authorised and paid up capital of QAR 364 millions. The
subsidiary commenced operations in January 2008.

The consolidated financial statements of Masraf Al Rayan Q.3.C. for the year ended 31 December 2009 were
anthorised for issue in accordance with a resolution of the Board of Directors on 25 January 2010,

2 SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of the consolidated financial statements are set out
below:

{a)  Changes in accounting policies and disclosures

The accounting policies adopted are consistent with those of the previous financial year except that the Group has
adopted the following standards, amendments and interpretations. The adoption of these standards, amendments
and interpretations did not have any effect on the financial performance or position of the Group. They did,
however, give rise to additional disclosures,

Amendments to IFRS 7 Financial Instruments: Disclosures - Impreoving Disclosares about Financial
Instruments

The amendments to IFRS 7 were issued in March 2009 to enhance fair value and Lquidity disclosures. With
respect to fair value, the amendments require disclosure of a three-level fair value hierarchy, by class, for all
financial instruments recognised at fair value and specific disclosures related to the transfers between levels in the
hierarchy and detailed disclosures related to Ievel 3 of the fair value hierarchy. In addition, the amendments modify
the required liquidity disclosures with respect to derivative transactions and assets used for liquidity management
and to include the financial guarantee contracts in the contractual maturity analysis.

IFRS 8 Operating segments

The new standard which replaced TAS 14 ‘Segment Reporting’ requires a ‘management approach’ under which
segment information is presented on the same basis as that used for iniernal reporting purposes. This has resulted
in an increase in the number of reportable segments presented. In addition, the segments are reported in a manner
that is more consistent with the internal reporting provided to the Chief Operating decision maker.

The following amendments and interpretations became effective in 2009, but were not relevant for the Group’s
operations:

IFRIC 16 Hedges of a net investment in a foreign operation

IFRIC 9 and TAS 39 Embedded derivatives

IAS 32 and IAS 1(Amendment) Puttable financial instruments and obligations arising on liquidation
IAS 23 Borrowing costs

IFRS 2 Share based payments — Vesting conditions and cancellations




Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

Standards, amendments and interpretations issued but not adopted

The following standards, amendments and interpretations have been issued but are mandatory for the Group’s
accounting periods beginning on or after 1 July 2009 or later periods and are expected to be relevant to the Group:

Standard Effective
. . Content
finterpretation date

Cost of an investment in a subsidiary, jointly controlled entity or

IFRS 1 and IAS 27 . 1 July 2009
associate

IFRS 3 Business combinations 1 July 2009

IAS 27 Consolidated and separate financial statements 1 July 2009

TAS 39 Fmaﬂncw..l instruments: Recognition and measurement — eligible 1 Tuly 2009
hedged items

IFRIC 17 Distribution of non-cash assets to owners 1 July 2009

IFRIC 18 Transfers of assets from customers 1 July 2009

IFRS 9 Financial instruments part 1: Classification and measurement ; (;T ?;mary

The Group is considering the implications of the above standards, the impact on the Group and the timing of its
adoption by the Group. The Group did not early adopt new or amended standards in 2009,

(b)  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, unilateral promise to buy/sell currencies and profit rate
SWaps.

The consolidated financial staterments are stated in Qatari Riyals which is the presentational currency and all
values are rounded to the nearest QAR thousand except when otherwise indicated.

The consolidated financial statements of Masraf and its subsidiary (the “Group™) bave been prepared in
accordance with the Financial Accounting Standards issued by the Accounting and Auditing Organisation for
Islamic Financial Institutions (AAOIFT), the Qatar Commercial Companies Law and relevant laws and
instructions issued by Qatar Central Bank. In accordance with the requirements of AAOIFL, for matters for which
no AAOIF] standards exist, Masraf applies the relevant International Financial Reporting Standards (TIFRS).

The consolidated financial statements comprise the financial statements of Masraf Al Rayan (Q.S.C) and its
subsidiary. A subsidiary is an entity over which Masraf has power to control which is other than fiduciary in
nature. :

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. Control is achieved
where the Group has the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities, The results of subsidiaries acquired or disposed of during the year are included in the
consolidated statement of income from the date of acquisition or up to the date of disposal, as appropriae.

All inter group balances and transactions, income and expenses and profits and losses resulting from intra-group
transactions are eliminated in full. The details of the subsidiary are as follows:

Name of Country of Share Capital Ownership
Subsidiary Incorporation QAR’0060 %
Al Rayan Investment LL.C Qatar 364,050 100




Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAIL STATEMENTS
At 31 December 2009

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

(¢} Foreign currency transactions

Foreign currency transactions during the year are translated at the rate of exchange prevailing at the date of
transaction. Monetary assets and liabilities in foreign currencies are translated into Qatari Riyals at the rates of
exchange prevailing at the year end. Any differences are taken to the income statement as foreign currency
exchange gains or losses.

Transactions in foreign currencies are initially recorded in the functional currency rate of exchange ruling at the
date of the transaction.

As at the reporting date, the assets and liabilities of subsidiaries are translated into the Group’s presentation
currency at the rate of exchange ruling at the balance sheet date, and their statement of incomes are translated at
the weighted average exchange rates for the year.

(d) Revenue recognition

- Income on financing contracts of Murabaha and Istesna are recognised on time apportionment basis
using the declining instalment method. When receivables from financing activities become non-
performing and where collectability is doubtful, income is suspended as per the instructions of Qatar
Central Bank.

- Tjarah income is recognised on accrual basis and the profit rate is determnined in advance upon agreement
of all parties.

- Income on Mudaraba financing is recognised when the right to receive payment is established or
distribution by the Mudarib,

- Income from dividends and investment funds are recognised when the right to receive the dividend is
established.

- Other investments income is recognised on an accrual basis.
- Fees and commission income is recognised when earned.

- Profit is allocated proportionately between unrestricted investment accounts and shareholders on the
basis of the average balances outstanding during the year after deduction of Masraf’s share as Mudarib.

{e)  Financial investments

Available-for-sale investments are valued at fair value on an individual basis. Unrealised gains or losses arising from
. a change in fair value are recognised directly in the fair value reserve which is distributed between shareholders’
equity and unrestricted investments accounts, until the investmeni s sold, collected or otherwise disposed off, or the
investment is determined to be impaired, at which time the cumulative gain previously recognised in shareholders’
equity and the unrestricted investments accounts is included in the income statement. In cases where objective
evidence exists that a specific investment is impaired, the recoverable amount of that investment is determined and
any impairment loss is recognised in the income statement umder provision for impairment of fmancial investments.

Held to maturity investments are measured at amortised cost less provision for impairment. In case where objective
evidence exists that a specific investment is impaired, the recoverable amount of that investment is deternmined and
any impairment foss is recognised in the income statement as a provision for impairment of financial investments.

10



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009 '

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
& Fair values

For investments traded in organised financial markets, fair value is determined by reference to quoted market bid
prices at the close of business on the balance sheet date.

For investments where there is no quoted market price, an estimate of the fair value is determined by one of the
folowing methods:

- Recoverable amount estimated by the portfolic manager
- Cost

Certain financial instruments are recorded at fair value using valuation techmiques in which current market
transactions or observable market data are not available. Their fair value is determined using a valuation model
that has been tested against prices or inputs to actual market transactions and using the Group’s best estimate of
the most appropriate model assumptions.

(20 Recognition of financial transactions

All purchase transactions of financial assets are recognised on the trade date, which is the date that the Group is
committed to buy the asset. Sale of financial assets is recognised on the settlement date. The ordinary purchases
and sales of financial assets that require delivery of assets within the time frame gemerally established by
regulation or conventions in the market place.

(h)  Equity transaction costs

Equity transaction costs are accounted for as a deduction from share premium. These costs include registration
and other regulatory fees, amounts paid to legal, accounting and other professional advisers. The equity
transaction costs are accounted for as a deduction from share premium to the extent they are incremental costs
directly attributable to the equity transaction that otherwise would have been avoided.

i) Property, furniture and equipment
Property, furniture and equipment are stated at cost less accurnulated depreciation and accumulated impairment in

value. The cost of these assets is depreciated nsing the straight-line method over the estimated useful lives of the
assets as per Qatar Central Bank instructions, as follows:

Computer software and hardware 3 years
Furniture, fixtures and office equipment 6-7 years
Leasehold Improvements 10 years
Buildings 20 years

Repairs and maintenance expenses are charged to the income statement when incurred.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount. The recoverable amount is the higher of the asset’s fair value less
costs to sell and value in use.

(Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in
other operating income/expenses in the consolidated statement of income.

1t



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEI\/IENTS
At 31 December 2009

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
{)] Receivables and balances from financing activities

Receivables and balances from financing activities are stated at their gross principal amounts less amounts
received on account of these transactions, provision for impairment and deferred profit relating to future years.

Murabaha receivables
Murabaha receivables consist mainly of deferred sales transaction agreements (Murabaha) and are stated net of
deferred profits and provision for impairment.

Mudaraba
Mudaraba financing are partnership in which the Masraf contributes capital. These are stated at the fair value of
consideration given less impairment.

Receivables from financing activities are written off, in events where all collection attempts have proved useless,
against the provision. Proceeds from receivables from financing activities that have been previously written off are
recognised in the provision.

For purchase order Murabaha transactions, the principle of committing the purchase order is applied in accordance
with Qatar Central Bank instructions, similarly for Jjarah transactions ending with ownership (Harah Muntahia
Bittamleek), the principle of committing the landlord and leaseholder is applied.

(k) Employees end of service benefits and pension fund

- ‘The Group provides for end of service benefits to iis expatriate employees in accordance with the Qatar
Labour Law. The provision is calculated based on the period of service for each staff at the year end. This
provision is included in other provisions under other liabilities.

- The Group also provides for its contrbution to the pension fund in accordance with the Retirement and
Pension Law No. 24 of 2002 for Qatari and GCC employees, which is included in staff costs under general
and administrative expenses.

()] Off balance sheet items

Funds managed on behalf of customers are included in contracts and other commitments and include:

-Restricted investment funds invested on behalf of customers under proxy or Wakala contracts in accordance with
the terms and investment products agreed with the customers. Results of such investments are not included in the

income statement, but paid directly to the customers when accrued after deducting the Masraf’s commission or
share of profit, as Mudareb or agent, this is recognised in the income statement.

12



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
{(m) Distribution of profit between unrestricted investment accounts holders and shareholders
The Masraf complies with the directives of Qatar Ceniral Bank as follows:

- A net gain on all items of income and expenses at the year end is the net profit distributable between the
sharcholders and the unrestricted investment accounts.

- The share of the unrestricted investment account holders is calculated out from the net profit on the basis of
daily balances of their balances after deducting the Masraf’s Mudaraba percentage agreed upon and
declared.

- In case any expense or loss incurred is proved to be resulting from negligence by the Masraf due to
violation of the directives of Qatar Central Bank or proper banking conventions, the unrestricted investment
account shall not be charged with these losses, subject to the discretion of Qatar Central Bank.

- In case the results of the Masraf at the year end are net losses, then Qatar Central Bank, being the authority
responsible for determining the Masraf’s accountability for these losses, shall decide how these shall be
treated without violation to the Islamic Shari’a rules.

- " Due to pooling of unrestricted investment funds with the Masraf funds for the purpose of investment, no
priority has been given to either party in the appropriation of profit.

(n) Cash and cash equivalents

Cash and cash equivalenis for the purpose of the cash flow statement represent cash on hand, current account with
Qatar Central Bank and balances with banks and other financial institutions with an original maturity of three months
or less.

(o)  Investments in associates

Group investments in associates ate accounted for under the equity method of accounting. These are entities over
which Masraf exercises significant influence but not control and which are neither substdiaries nor joint ventures,

Under the equity method, the investment in the associates is carried in the consolidated statement of financial
position at cost plus post acquisition changes in the Group’s share of net assets of the associate.

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

The consolidated statement of income reflects the share of the resulis of operations of the associate. Where there
has been a change recognised directly in the equity of the associate, the Group recognises its share of any changes
and discloses this, when applicable, in the statement of changes in equity.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment
loss on the Group’s investment in its associates. The Group determines at the end of the reporting period whether
there is any objective evidence that the investment in the associate is impaired. If this is the case the Group
calculates the amount of impairment as the difference between the recoverable amount of the associate and its
carrying value and recognises the amount in the consolidated statement of income.

(p)  Offsetting

Offsetting of assets against liabilities and liabilities against assets should not be set-off unless there is a religious
or legal right and an actual expectation of set- off.

13



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
(q9)  Estimation uncertainty

The key assumption concerning the future and other key sources of estimation uncertainty af the balasce sheet
date, which has a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year, is in relation to impairment of financial assets discussed below:

The Group reviews its doubtful financial contracts and investments on a quarterly basis to assess whether a
provision for impairment should be recorded in the statement of income. In particular, considerable judgment by
management is required in the estimation of the amount and timing of futare cash flows when determining the
level of provisions required. Such estimates are necessarily based on assumptions about several factors involving
varying degrees of judgment and uncertainty, and actual results may differ resulting in future changes to such
provisions.

{r) Investment risk reserve

This 1s the amount appropriated by the Masraf out of the income of investment account holders, after allocating
the mudarib share, in order {o maintain against future losses for investment account holders.

(s) Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) arising from a past
event and the costs to settle the obligation are both probable and able to be reliably measured.

(t) ¥mpairment of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a specific
financial asset may be impaired. If such evidence exists, the estimated recoverable amount of that asset is
determined and any impairment loss is recognised in the statement of income.

If the Group determines that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or net, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment
and for which an impairment loss is or continues to be recognized are not included in a collective assessment of
impairment.

The criteria that the Group uses to determine that there is objective evidence of an impairment loss include:

- Delinquency in contractual payments of principal or interest;
- Cash flow difficulties experienced by the borrower;

- Breach of loan covenants or conditions;

- Initiation of bankruptcy proceedings;

- Deterioration of the borrower’s competitive position;

- Deterioration in the value of collateral; and

- Downgrading below investment grade level.

n) Contingent labilities and other commitments

At the balance sheet date contingent liabilities and other conmmitments do not represent actual assets or liabilities.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
V) Derecognifion of financial assets and financial liabilities

A financial asset (or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where:

- the rights to receive cash flows from the asset have expired;

- the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to
pay the received cash flows in full without material delay to a third party under a'pass-through
arrangement ; or

- the Group has transferred its rights to receive cash flows from the asset and either (i) has transferred
substantially all the risks and rewards of the asset, or (i) has neither transferred nor retained substantially
all the risks and rewards of the asset, but has transferred control of the asset,

When the Group has transferved its rights to receive cash flows from an asset and has neither transferred notr
retained substantially all the risks and rewards of the asset nor fransferred control of the assei, the asset is
recognised to the extent of the Group’s continuing involvement in the asset. Continuing involvement that takes
the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the
asset and the maximum amount of consideration that the Group could be required to repay.

A financial liability is derecognised when the obligation under the hiability is discharged or cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially different terms,
or the terms of an existing liability are substantially medified, such an exchange or modification is treated as a
derecognition of the original liability and the recognition of a new liability, and the difference in the respective
carrying amounts is recognised in the income statement,

W) Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment,
Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable amount. The recoverable amount s the higher of an asset’s fair
value less costs to sell and value in use. For the purposes of assessing fmpairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows (cash-generating units). Non-financial assets other than
goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date,

X} Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker. The chief operating decision maker is the person or group that allocates resources to and assesses
the performance of the operating segments of an entity. The Group has determined the Board of Directors of the
Bank as its chief operating decision maker. All transactions between operating segments are conducted on an arm’s
length basis, with intra-segment revenue and costs being eliminated in head office. Income and expenses directly
associated with each segment are included in determining operating segment performance.

¥) Derivative financial instruments

The Group enters imto certain Islamic derivative financial instruments to manage the exposure to profit and
foreign exchange rate risks, including unilateral promise to buy/sell ciurencies and profit rate swaps. The Group
also sells these derivatives to customers in order o enable them to transfer, modify or reduce curent and future
risks. Derivatives are initially recognized at fair value on the date on which a derivative contract is entered into
and are subsequently remeasured at their fair value. Fair values are obtained from quoted market prices in active
markets, including recent market transactions, and valuation techniques, including discounted cash flow models as
appropriate. All derivatives are carried as assets when fair value is positive and as liabilities when fajr value is
negative.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT
3.1  Financial instruments
(a)  Definition and classification

The Group financial instruments represent the financial assets and liabilities. Financial assets cornprise cash
balances and balances with Qatar Central Bank, balances and investments with banks and other financial institutions,
financial investments, receivables from financing activities and other receivables. Financial liabilities comprise
customers current accounts and other liabilities. Financia! instruments also include balances due to unresiricted
investment accounts holders and contingent Habilities and commitments under “off balance sheet items™.

Note 2 to the financial statements explain the accounting policies used fo recognise and measure the major financial
nstraments and related income and expenses.

32 Risk Management
3.2.1 Infreduction

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification, measurement
and monitoring, subject to risk limits and other controls. This process of risk management is critical to the Group's
continuing profitability and each individual within the Group is accountable for the risk exposures relating to his or
her responsibilities. The Group is exposed to credit risk, profit risk, liquidity risk, operating risk and market risk,
which include trading and non-trading risks.

The independent risk control process does not inchude business risks such as changes in the environment, technology
and industry. They are monitored through the Group's strategic planning process.

Board of Directors
The Board of Directors is responsible for the risk management methodology and approving strategic plans and risk
management principles.

Risk management function

The Risk Management Function is responsible for implementing and maintaining risk related procedures to ensure
an independent control process. It is also responsible for monitoring compliance with risk principles, policies and
limmits, across the Group.

Assets and liabilities
The Group’s management is responsible for managing the Group’s assets and Habilities and the overall financial
structure and also responsible for the Group’s credit and liquidity risk.

Internal audit

Risk management processes throughout the Group are audited annually by the Internal Audit Department that
examines both the adequacy of the procedures and the Group’s compliance with the procedures. Internal Audit
discusses the results of all assessments with management, and reports its findings and recommendations to the Audit
Committee.

Risk measurement and reporting systems

The Group’s risks are measured using a method which reflects both the expected loss likely to arise in normal
circumstances and unexpected losses. Masraf also runs worse case scenarios that would arise in the event that
extreme events which are unlikely to occur do, in fact, occur.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCTAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2 Risk Management (continued)
3.2.1 Introduction (continued)

Monitoring and controlling risks is primarily performed based on limits established by the Group. These limits
reflect the business strategy and market environment of the Group as well as the level of risk that the Group is
willing to accept, with additional emphasis on selected industries. In addition, the Group monitors and measures the
overall risk bearing capacity in relation to the aggregate risk exposure across all risk type activities and the module
make use of probabilities derived from historical experience adjusted to reflect the economic environment.

Information compiled from all business departments is examined and processed in order to analyse, control and
identify early risks. ‘This information is presented and explained to the Board of Directors, risk unit, and the head of
each business division.

On a monthly basis, detailed reporting of indusiry, customer and geographic risks take place, Senior management
assesses the appropriateness of the allowance for credit losses on a quarterly basis.

Frequent reports are given to the senior management and all other relevant members of the Group on the utilization
of market limits, analysis of propriety investments and liquidity, plus any other risk developments.

Risk mitigation
As a part of overall risk management, the Group uses swap deals and other Instruments to manage exposures from
changes in profit rates, foreign currencies, equity risks, credit risks and exposures arising from forecast transactions.

Excessive risk concentiration

Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in the
same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations indicate the
relative semsitivity of the Group’s performance to developments affecting a particular industry or geographical
location.

In order to avoid excessive concentrations of risk, the Group’s policies and procedures include specific guidelines to
focus on maintaining a diversified portfolio, with limits set on geographic and industry sector exposures. Identified
concentrations of credit risks are controlled and managed accordingly.

3.2.2 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other
party to incur a financial loss. The Group attempts to control credit risk by moemitoring credit exposures, kimiting
transactions with specitfic counterparties and continually assessing the creditworthiness of counter parties.

The Group seeks to manage its credit risk exposure through diversification of lending activities to avoid undue
concentrations of risks with individuals or group of customers in specific locations or businesses. It also obtaing
collaterals, when appropriate. The amount and type of collateral required depends on an assessment of the credit risk
of the counterparty. Guidelines are immplemented regarding the acceptability of types of collateral and valuation
parameters.

The main types of collateral obtained are as follows:
- For securities lending, cash or securities.
- For commercial lending, mortgages over real estate properties, inventory, cash and
securities.

- For retail lending, mortgages over residential properties and securities.

Management monitors the market value of collaterals.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2 Risk Management {continued)
3.2.2 Credit risk {continued)

The Group also obtains corporate guarantees from parent companies for receivables and balances from
financing activities to their subsidiaries.

Details of the composition of the receivables and balances from financing activities to customers are set
out in Note 6.

(a) Maximum exposure to credit risk without taking account of any collateral and other credit
enhancements

The table below shows the maximum exposure to credit risk for the components of the balance sheet. The maximum
exposure is shown gross, before the effect of mitigation through the use of master netting and collateral agreements.

Gross Gross
maxintum MAXIMUm
exposure exposure

2009 2008
OAR’ 000 QAR 000
Cash and balances with Qatar Central Bank (excluding cash on hand) 642,139 445,779
Balances and investments with banks and other financial institutions 4,256,684 1,285,571
Receivables and balances from financing activities 17,750,462 13,325,737
Financial investments 945,406 911,861
Other receivables 37.712 348,690
Total on balance sheet 23,632,403 16,317,638
Contingent liabilities 4,475,611 3,536,816
Total off balance sheet 4,475,611 3,536,816
Total credit risk exposure 28,108,014 19,854,454

Where financial instruments are recorded at fair value the amounts shown above represent the current credit risk
exposure but not the maximum risk exposure that could arise in the future as a result of changes in values.

Total maximum exposure net of collateral is QR 22,135 millions. The main types of collateral obtained
are cash 4% , mortgages 13% , Government guarantees 44% and other eligible securities 39% of the
total collateral.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)

3.2 Risk Management (continued)
3.2.2 Credit risk (continued)

(b) Credit quality per class of financial assets

The table below shows the credit quality by class of financial assets, based on the Group’s credit rating syster:

At 31 December 2009
Cash and balances with Qatar Central Bank
Balances and investments with banks and other
financial institutions )
Receivables and balances from financing activities
-Retail
-Corporate
-Real estate
Financial investments
Other receivables

At 31 December 2008
Cash and balances with Qatar Central Bank
Balances and investments with banks and other
financial institutions
Receivables and balances from financing activities
~Retail
-Corporate
-Real estate
Financial investments
Other receivables

Neither past due nor
impaired
Watch list
or
High Standard impaired
grade grade grade Total
QAR 060 QAR000 OAR000 QAR’G00
716,080 - - 716,080
4,256,684 - - 4,256,684
203,607 - 22,647 226,254
8,750,325 - 208,210 8,958,535
8,505,410 - 60,263 8,565,673
945,406 - - 945,406
21,869 15,843 - 37,712
23,399,381 15,843 291,120 23,706,344
Neither past due nor
impaired
Watch list
or
High Stamndard impaired
grade grade grade Total
QAR 000 QAR 000 QAR000 QAR 000
501,209 - - 501,209
1,285,571 ) 1,285,571
53,635 - - 53,635
9,960,871 - 25,926 9,986,797
3,271,516 - 13,789 3,285,305
911,861 - - 911,861
- 275,880 72,810 348,690
15,984,663 275,880 112,525 16,373,068

it is the Group's policy to maintain accurate and consistent risk ratings across the financing portfolio. This facilitates
focused management of the applicable risks and the comparison of financing exposures across all lines of business,
geographic regions and products. The rating system is supporied by a variety of financial analytics, combined with
processed market information to provide the main inputs for the measurement of counterparty risk. All internal risk
ratings are tailored to the various categories and are derived in accordance with the Group's rating policy. The
atiributable risk ratings are assessed and updated regularly.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2. Risk Management (continued)
3.2.2 Credit risk (continued)
{¢)  Age analysis of past due but not impaired receivables and balances from financing activities
Past due receivables and balances from financing activities to customers include those that are only past due by a few

days. The majority of the past due receivables and balances from financing activities to customers are not considered
to be impaired. An analysis of past duc installments, by age, are provided below:

Less than 61 fo 90
60 days days Totul
2009
OAR’000 QAR 000 QAR’000
Receivables and balances from financing activities:
Retail 12,138 13 12,151
Corporate 40,036 521 490,557
Real estate 24,410 - 24,410
Total 76,584 534 77,118
Less than 6l to 90
60 davs days Total
2008
QAR 000 QAR’G00 QAR 000
Receivables and balances from financing activities:
Retail - - -
Corporate 3,362 1,050 4,412
Real estate 347 358 705
Total 3,709 1,408 5,117

As of 31 December 2009, the Group did not obtain any additional collaterals against the past due but not impaired
receivables and balances from financing activities.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2. Risk Management (continued)

3.2.2 Credit risk {continued)

{e)  Credit risk exposure for each internal risk rating

Neither past due nor impaired 2009 2008
OAR’0060 QAR 000
Equivalent grades
AAA to AA- 1,101,801 6,322,185
A+10 A- 3,765,029 229,581
BBB+ to BBB- _ - 150,159
BB+ to B- - -
Below B- 69,190 -
Unrated 18,479,204 9,558,618
Total 23,415,224 16,260,543

Unrrated exposures represent financing activities granted to corporations and individuals which do not have external
credit rating. Also, the ratings used by the Group are in line with the ratings and defimitions published by
international rating agencies. The above exposures include financing activities which are neither past due nor
impaired amounting to QR 17,459 million (2008: QR 13,286 miilion).

3.2.3 Market risk

Market risk is the risk that the Group’s carnings or capital, or its ability to meet business objectives, will be adversely
affected by changes in the level of volatility of market rates or prices such as profit rates, foreign exchange rates and
equity prices. The Group manages its market risks within the framework of limits defined by the Qatar Central Bank.
Setting the internal framework for the management of market risks and ensuring compliance with this framework is
the responsibility of the committee of policies and procedures in the Group.

Assets and liabilities profit rate gaps are reviewed on a regular basis which is used to reduce the profit rate gaps to
within the limits established by the Board. The Group manages its exposure to currency exchange rate fluctuations to
within the levels defined by the Board of Directors, which sets limits on currency position exposures. Positions are
monitored on an ongoing basis.

3.2.4 Operational risk

Operational risk is the risk of direct or indirect toss due to an event or action causing failure of technology, process
infrastructure, personnel, and other risks having an eperational risk impact. The Group secks to minimize actual or
potential losses from operational risks failure through a framework of policies and procedures that identify, assess,
confrol, manage, and report those risks. Controls include effective segregation of duties, access, anthorisation and
reconciliation procedures, staff education and assessment processes. '

3.2.5 Other risks

Otber risks to which the Group is exposed are regulatory risk, legal risk, and reputational risk. Regulatory risk is
controlled through a framework of compliance policies and procedures. Legal risk is managed through the effective
use of internal and external legal advisers. Reputational risk is controlled through the regular examination of issues
that are considered to have reputational repercussions for the Group, with guidelines and policies being issued as
appropriate.

3.2.6 Profit rate risk

Profit rate risk reflects the risk of a change in profit rates which might affect fiuture earnings or the fair value of
financial instruments. Exposure to profit rate risk is managed by the Group using, where appropriate, various off-
balance sheet instruments, primarily profit rate swaps. Maturities of assets and liabilities have been determined on
the basis of contractual pricing.

22



£

- - 91L'SHS'O ELLTOE'S 01°EE1 (878°8£9°0) den {ranisuag sjey 1o sApznwWN.
- (91L°sp5'9) EFP6'EVT'T T19°690°F 066°0L8°L (878°8£9°0) deny fyapgisuag ey 1oy
TOR*ETTFT D9S°66L°L - 0108 6T9°0SP 1T L8L'ST ALINOT ANV
SHACTOH SINAODDY INHNLSAANI
ALDTALSTIANN ‘STELITIEVIT TV.ILOL
¥SL196°C PSLTO6'S - - - - Kynbo siopjoyareys 1210,
LLE9E ST 9€.°0¢ - 01+°08 619°9¢Y 1T LRL ST SISPIOY $IUNOO0R JUIMISIAUL PARILGSIILT)
010°1€€ 010°1EE - - - - sanIiqer] 2P0
090°0LY'T 090°0LY'T - - - - SIUNO20E JUSHND _SISOISN)
T08*€ZTbZ PRI ESTT £r6 VT 1 1Z0°0ST'y 609°L75'S PRE PTG SLHASSY TV.LOL
Q€T EHT RETEPT - - - B yuowdimnba
pue smytuwny ‘Ajradoxd pue sjesse U0
LEELETT 099°68¢ £RLEFL - - $63°€T1 SAIBID0SSR
ut Hﬂo§m0>ﬁw pue muﬁuﬁbmu_‘wﬁ [erouBuIL]
TOF0SL LT - 091°00$ 120051y 609°LTE°8 TLOTLL Y SSUIALOY
Burouelly WO Se0UR[Eq PUR SI[QBATSOSY
¥89°95T 998t - - - SI8°IST'Y SHONIYNSUY [RIoueu)
ISYJ0 puE SR Yitv SJUSTESIAUL PuE saoue[eq
080°91L 080°9TL - - - - jued [eRUD) TeYed) [k Se0URRq PUR USE)D
6007 QRN 1€ IV
000.4V0 000.4V0 000.9v0 600.4V0 000.9v0 000.4v0
oy AAISUaS savad sapad Sipront Stpponi ¢
word-uon § 4240 soryf g Ui A

samsodxa 123Ys S0uB[eq-JJO pue SINIIqRI[ ‘sjesse s dnoir) ays Jo opgord Surstrda ot ssurewums sa[qe1 SUIMO[[O] SYTL,

(penupuod) yspr gBI Yoy 9°TE

{(panunuod) JUNUITRUBIAl ST  T'E

{(penunuod) INAWAD VNV AL JSTH ALLV THA ANV SLNIWANELSNIT TVIONVNIA £

600¢C 19quisoa( T¢IV

SINHWHLYLS TVIONVNII TALVAITOSNOD HHL OL SHLON

((D'S'0) uekey |y JeIsey



¥e

- - L6818E" 690°SL1°E (r€8vT6°T) (S€T°699)
- (L68°T8ED) 8789071 €06°660°S (665°SST°T) (s£'699)
6L0°69L°9T 980°6L£°9 0S0°T1 - 671°LP9°T POLITEL'S
99T'¥69°S SOTY69°S - - - -
SOTP8Y0T Z1'v6 05011 - 6F1°LY9°T POLTEL']
£66°9L1 £66°9L1 - - - -
9ILEIY 9ILETY - - - -
6L0°69L°91 681°L66°] 8L8LIT'Y £06'660°S 055°T6€ 655°790'8
6LF'E89 6.¥°C89 - - - -
£80°€L6 9FEST 129°618 - - -
LEL'STEET - LST'R6E £06'660°S 055 T6€ LTOOEY'L
1L5°68TT 6£0°659 - - - TES'9T9
60T°10§ 607105 - - - -
000.4v0 000. 470 000. ¥V 0 000.¥V0 000.¥vO 000.4v0
by 2ALISUIS sval sapad Sypuou sypiou ¢
mfoud-uon § 4240 sory zrorg ULy

deny ATATISUSS a1By] IIJOX] SATJE[HUIN,)
deny (ransueg ajey 1ord

ALINOA
ANV SYHATOH SINIODOV INHNLSAANI
THLONMLSTINN ‘SHLLITIEVIT TVLIOL

Amba s19pIoTaIeys [210),
SISPIOY] SIUNODOE JUSUNSIAUL PIJOLYSIII)

SOINJIQeI] 10
SJUNCIOE JUAIIND  SISWIOISN)

SIHSRV TVILOL

quatdimba

pue amgremy ‘Srodord pue sesse JeyO
SOIEIO0SS.

UI JUST)SSAUT PUE SYUATLL SIAT [RIOURUL,]
SONIATIOR

BUIoURWI] O] SSOUR[RY PUE $I[QRAISCSY
STQTISUT [BIOURTLY

I3I0 PUB SYUEG THIM SJUSTISIAUT PUe So0uL[Rg
ued [enus)) BBl I 5801REq PUE [SE)

800C 1qUIa2a(J T1E 1Y

(panumuod) ysH NeLIPory  9TE

(ponupuod) JUSWABeURA[ YSI  T'E

(ponupuo)) INTWHDVNYIA MSTH AHLV T ANV SINTWNAISNT TVIONVNII £

600¢C 1equiasa( 1€V

SINHWHLV.LS TVIONVNIA 4LVATTOSNOD dHL OL SHION

(D'S'0) uedey [v Jeisey



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2  Risk Management (continued)
3.2.7 Profit rate sensitivity

The following table demonstrates the sensitivity to a reasonable possible change in profit rates, with all other
variables held constant, of the Group's income statement. The sensitivity of the income statement is the effect of the
assumed changes in profit rates on the income generated for one year, based on the floating rate non-trading financial
assets and financial liabilities. The sensitivity of equity is calculated by revaluing fixed rate available for sale
financial assets. The sensitivity of equity is analysed by maturity of the asset. Total sensitivity of equity is based on
the assumption that there are parallel shifts in the yield curve.

2009 2008
Increase in Sensitivity of net Increase in basis Sensitivity of net
Currency basis points profit points profit
QAR’000 QA4AR000
QR 10 5,540 10 3,568
USD 10 (547) 10 (2,657)
EUR 10 (348) 10 352
AED 10 297 10 297
GBP 10 15 10 )
Decrease in Sensitivity of net Decrease in Sensitivity of
basis points profit basis points net profit
Currency OAR’000 QAR 000
QR 10 (5,540) 10 (3,568)
USD 10 547 10 2.657
EUR 16 348 10 (352)
AED 10 (297) 10 (297)
GBP 10 (15) 10 7
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2 Risk management (continued)

3.2.9 Fair Value of financial assets and liabilities
Based on the methods used to determine the fair value of financial instruments explained in note 2, following are the

financial assets and liabilities:

Carrying value Fair value
Financial assets 2009 2008 2009 2008
QAR’000 OAR’000 OAR’000 QAR’000

Balances with Central Bank excluding cash 642,139 445779 642,139 445,779
Balances and investments with banks and other 4,256,684 1285571 4,256,684 1,285,571
financial institutions

Receivables and balances from ﬁnancmg activities 17,750,462 13,325,737 17,750,462 13,325,737
Financial investments 945,406 911,861 801,291 800,983
Financial liabilities

Unrestricted investment accounts 16,360,977 10,484,105 16,360,977 10,484,105

i)  Receivables and balances from financing activities

Receivables and balances from financing activities are net of allowance for impairment. The estimated fair value of
Receivables and balances from financing activities is not significantly different from its carrying value, as a
significant portion of the portfolio is subject to frequent re-pricing in line with market rates.

i1}  Financial investments

Financial investments includes held to maturity and available for sale investments. Available for sale investments are
measured at fair value. Fair value for held-to-maturity investment is primarily based on market prices, where ever
market price is not available, the Group establishes the fair value using valuation techniques that includes discounted
cash flow analysis, recent arms length tramsactions and other valnation techniques commonly used by market
patticipants. The fair values of held to maturity investments are stated in note 7.

1) Unrestricted investment accounts

The estimated fair value of unrestricted investment accounts not different from the carrying values on the financial
position date, as almost the total portfolio maturity is of very short duration and is re-priced at market profit rates.

3.2.1¢ Fair value disclosures

The Group uses the following hierarchy for determining and disclosing the fair value of financial investments by
valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or labilitics;

Level 2: other techmigues for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly; and

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based
on observable market data
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT {continued)
3.2  Risk management (continued)

3.2.10 Fair value disclosures (Continued}

The following table shows an analysis of financial instruments recorded at fair value by level of the fair value
hierarchy:

31-Dec-09 Level 1 Level 2 Level 3
OAR’000 OAR’000 OAR’000 QAR’000
Financial assets
Financial investments availabie-for-
sale
Quoted investments :
Equities 10,614 10,614 - -
Derivative financial instruments 21,869 - 21,869 -
32,483 10,614 21,869 -
Financial liabilities ‘ .
Derivative financial instruments 11,615 - 11,615 -
11,615 - 11,615 -

3.2.11 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. The Group takes on exposure fo the effect of fluctuations in prevailing foreign currency exchange rates on its
financial position. The Board of Directors have set maximum limits on the level of currencies exposure, which are
monitored daily.

The table below indicates the effect of a reasonably possible movement of the currency rate against the QAR on the
mcome statement, with all other variables held constant:

2009 2008

Changein  Effecton Change in Effect on

currency income currency income

ratein % statement rate in % statement
Currency OAR’G00 OAR’000
EUR +10% 260 +10% -
GBP +10% 29) +10% 34
Others +10% 722 +10% 36,353
EUR -10% (260) -10% -
GBP -10% 29 -10% (34)
Others -10% (722) -10% {36,353)
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)

3.2  Risk management (continued)

3.2,11 Cuarrency risk (Continued)

The Group manages its currency exposures within limits laid down by the Board of Directors. Limits are Taid down
for each currency individually and in total at the beginning of the year. The Qatar Riyal is pegged to the US Dollar,

Although the Group is not exposed to any currency risk due to the peg, limits are set for US Dollar exposures. All the
other currency exposures are limited and the Group is not significantly exposed to the other currencies exposures.

3.2.12 Capital management

The primary objectives of the Group's capital management are to ensure that the Group complies with externally
imposed capital requirements and that the Group maintains strong credit ratings and healthy capital ratios in order to
support its business and to maximise shareholders' value.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividend payment to
sharcholders or issue capital. No changes were made in the objectives, policies and processes from the previous

period.

The adequacy of the Group’s capital is monitored using, among other measures, the rules and ratios established by
the Basel Committee on Banking Supervision and adopted by Qatar Central Bank.

3.2.13 Capital Adequacy

2009 2008
QAR’000 QAR 000
Tier 1 Capital 5,639,004 4,876,258
Tier 2 Capital 157,695 191,060
Total capital ‘ 5,796,699 5,067,318
Total risk weighted assets 23,425.919 15,309,160
Tier 1 Capital ratio 24.07% 31.85%
Total Capital ratio 24.74% 33.10%

Tier 1 capital includes paid up share capital, legal reserve, other reserves and retained eamnings after excluding
proposed dividend.

Tier 2 capital comprises the risk reserve and fair value reserve (45% if positive and 100% if negative).

The minimum accepted capital adequacy ratio determined by Qatar Central Bank is 10% whilst the minimum
determined by Basel Committee is §%.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

4 CASH AND BALANCES WITH QATAR CENTRAL BANK

2009 2008
QAR000 QAR’000
Cash on hand 73,941 55,430
Cash reserve with Qatar Central Bank * 363,013 371,120
Current account with Qatar Central Bank 278,526 74,659
716,080 501,209
* The cash reserve with Qatar Central Bank represents mandatory reserve not nsed for the daily operations of

the Group.

5 BALANCES AND INVESTMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

2009 2008
OAR’000 QAR’G00
Current accounts 4,866 659,039
Deposits with Islamic Banks 4,251,818 626,532
4,256,684 1,285,571

6 RECEIVABLES AND BALANCES FROM FINANCING ACTIVITIES

2009 2008

OAR000 OAR000
(z)  Bytype
Receivables and balances from financing activities:
Murabaha 14,555,499 8,757,371
Tjarah 1,954,088 1,715,903
Mudaraba 2,390,750 3,080,900
Musharaka 269,371 -
Others 4,371 2,479
Total receivables and balances from financing activities 19,174,079 13,556,653
Deferred profit (1,415,130) {230,916)
Specific provisions (d) (8,487) -
Net receivables and balances from financing activities 17,750,462 13,325,737

During the year, Masraf has sold certain receivables and balances from financing activities relating to the real estate
sector to the Government of Qatar, in consideration of cash, as part of the Government of Qatar initiatives to support
the banking sector.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009 '

6 RECEIVABLES AND BALANCES FROM FINANCING ACTIVITIES (continued)

(b) By sector

Government
Government
institutions
Real estate
Contracting
Consumer
Services
Other

Govermment
Government
institutions
Real estate
Contracting
Consumer
Services
Other

(¢} By beneficiary

Government and government institutions

Retail
Corporate
Real estate

Total
Murabaha ljarah Mudaraba Musharaka Others 2009
QAR000 QAR’000 QAR 000 QAR000 QAR’000 OAR000
34,530 - - - - 34,530
5,565,675 - 2,390,750 - - 7,950,425
7,514,169 1,759,511 - 215,362 - 9,489,542
420,251 - - 23,919 - 444,170
132,960 107,861 - - 4,371 245,192
670,252 75,077 - - - 745,329
217,662 11,639 - 29,590 - 258,891
14,555,499 1,054,088 2,390,750 269,371 4,371 19,174,079
Total
Murabaha ljarah Mudaraba Musharaka Others 2008
QAR’000 QAR’000 QAR’000 QAR000 QAR'000 QAR 000
36,777 - - - - 36,777
5,966,446 - 2,343,500 - - 8,309,946
1,715,238 1,674,620 - - - 3,389,858
71,223 13,488 812 - - 85,523
55,680 - - - 2,479 58,159
766,894 12,703 736,588 - - 1,516,185
145,113 15,092 - - - 160,205
8,757,371 1,715,903 3,080,900 - 2,479 13,556,653
2009 2008
QAR’000 OAR'000
7,990,955 8,346,723
245,192 58,159
1,448,390 1,761,913
9,489,542 3,389,858
19,174,079 13,556,653
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2009

6 RECEIVABLES AND BALANCES FROM FINANCING ACTIVITIES (continued)

(d) Movement in allowance for impairment

The total non-performing receivables and balances from financing activities at 31 December 2009 amounted to
QAR 11,23 1thousands, representing 0.06% of the gross receivables and balances from financing activities (31

December 2008: nil).

Balance as at 1 January

Allowance for individually impairment made during the year

Write off durtng the year
Bajance at 31 December
7 FINANCIAL INVESTMENTS

{a) Available for sale investments

Quoted equities
Unquoted equities

(b) Held to maturity investments

Sukuk

2009 2008
QAR’000 QAR’000
8,487 -

25 -

8,512 -

2009 2008

QAR’000 QAR’000
10,614 23,120
69,120 69,120
79,734 92,240
865,672 819,621
945,406 911,861
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

8 INVESTMENT IN ASSOCIATES (continued)

A) Pak — Qatar General Takaful Limited

2009 2008
QAR’000 CAR’ GO0
Balance at beginming of the year 2,629 3,563
Less: Shares of loss (123} (509)
Exchange differences (177 (25)
Balance at the year end 2,329 2,629

The company was incorporated in Pakistan on 17 August 2007 with paid-up share capital of Pak Rupeces
300,000,000 to conduct the Sharia compliant Takaful business,

B) Pak-Qatar Family Takaful Limited

2009 2008

QAR’000 QAR’000

Balance at beginning of the year 3,950 5,939
Less: Shares of profit 291 (1,043)
Exchange differences (726) (946)
Balance at the year end 3.515 3,950

The Company was incorporated in Pakistan on 17 August 2007 with paid-up share capital of Pak Rupees
500,000,000 to conduct the Sharia compliant Takaful business.

C) The Company was incorporated in Oman on 26 June 2008 with paid up share capital of Omani Riyal
5,250,000 to conduct design services, consultancy services, project management, marketing , advertising,
sales and construction for ifs real estate company and individual clients.

D) The Company was incorporated in Qatar on 7 October 2008 with paid up share capital of QR 10,000,000 to
conduct sale, purchase, lease and rent properties.

E) The Company was incorporated in Kingdom of Saudi Arabia on 4 April 2009 with paid up share capital of
Saudi Riyal 300,000,000 to conduct leasing business.

As at the date of the financial position, CI San Trading was still in the pre-operating stage. Accordingly, the
balances in the balance sheet represent the acquisition cost.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

10 OTHER ASSETS

2009 2008
OAR’000 OAR’000
Advances to suppliers 6,446 4,765
Accrued profit 41,463 42,286
Prepayments and other receivables 96,811 202,475
Receivables from sale of investmenis 125,058 421,500
269,778 671,026
Less: provision for impairment (109,215) (72,810)
160,563 598,216

The Group provided an amount of QR 109,215 thousands (2008: 72,810 thousands) as a provision of impairment on
receivables due from Financial Cities Development Company from the sale of the Group’s share in Gulf Tunis
Investment Company.

Other receivables includes positive fair value of derivatives amounting to QR 21,869 thousands.

11 OTHER LIABILITIES

2009 2008
OAR’000 QAR 000
Unearned commission 65,457 23,527
Accrued expenses 7,334 24,511
Provision for employees end of service benefits (a) 5,796 3,484
Other staff provisions 36,909 35,674
Dividend payable : 76,054 34,647
Escrow accounts 91,013 3,090
Others 48,447 52,060
331,010 176,993

Other lLiabilities include negative fair value of derivatives amounting to QR 11,615 thousands.

(a)  Provision for employees end of service benefits

2009 2008
QAR’000 QAR 000
Balance at beginning of the year 3,484 1,316
Provisions for the year 2,557 2,317
End of service benefits paid during the year (245) (149)
Balance at 31 December 5,796 3,484

4]



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

12 UNRESTRICTED INVESTMENT ACCOUNTS HOLDERS

2009
OAR000
(a) By type
Saving accounts 283,793
Call accounts 8,879,743
Time deposits 7,102,410
Profit payable fo unrestricted investment accounts holders 70,643
Share in the fair value reserve 14
Share in the investment risk reserve (A) 24,374
16,360,977
2009
OAR’000
(b) By sector
Government and government institutions 4,378,328
Individuals 922,792
Banks 8,246,470
Corporate 2,718,356
Profit payable to unrestricted investment accounts holders 70,643
Share in the fair value reserve 14
Share in the investment risk reserve (A) 24,374
16,360,977

2008
QAR 000

233,566
7,130,204
3,026,223

68,499
(3,761)

29,374

10,484,103

2008
QAR000

6,606,858
629,780
2,119,706
1,033,649
68,499
(3,761)

29,374

10,484,105

A) The balance of investment risk reserve include an amount of QR 1,661 thousand represents the share of
unrestricted investments accounts holders in the gain on sale of investment in 2008 and it is not available for
distribution only up to the extent received in cash from the sale, in accordance with Qatar Central Bank
instructions. Also in accordance with Qatar Central Bank circular no 87/2008, no risk reserve is deducted
from the profit of unrestricted investment accounts holders, and the total risk reserve is transferred from

shareholders’ profit as an appropration.

13 SHARE CAPITAL

2009
OAR000
Authorised
750,000,000 shares at QAR 10 each 7,500,000
Issued & paid-up
749,936,932 shares at QAR 5.50 each (2008: QR 5) 4,124,654

2008
QAR 000

7,500,000

4,124,654
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

13 SHARE CAPITAL (continued)

Legal reserve

In accordance with the Qatar Commercial Companies® Law No. 5 of 2002, share premium equivalent to 7.08% of
the paid up share capital was transferred to legal reserve account. Share premiwm on 27,700,000 shares of main
founders were exempted from payment of share premium.

2009 2008
QAR’000 OAR000
Opening balance 545,316 453,612
Transfer from retained earnings (a) 88,066 91,704
633,382 545,316

{a) According to Qatar Central Bank Law No. 33 of 2006, 10% of the profit for the period is required to be
transferred to the legal reserve until the reserve equals 100% of paid up capital.

Risk reserve

In accordance with Qatar Central Bank regulations, risk reserve has been created to cover contingencies on both
the public and private sector financing activities, with a minimum requirement of 1.5% of the total private sector
exposure granted by the Masraf and its branches inside and outside Qatar after the exclusion of the specific
provisions and profit in suspense. The finance provided to/or secured by the Ministry of Finance or finance
against cash guarantees excluded from the gross direct finance, which should be appropriated from share holders
profit according to Qatar Central Bank Circular No 87/2009.

Fair value reserve
This reserve comprises changes in fair value of available-for-sale investments.

2009 2008
OAR’000 QAR 060
Balance at the beginning of the year (5,064) 1.360
Net unrealised gains/{losses) on available for sale financial investments 5,543 (10,185)
Net change during the year 479 (8.825)
Share of unrestricted investment accounts holders in the fair value reserve (14) 3,761
Balance at the end of the year (shareholders” share) ' 465 (5,064)

Fair value reserve represents unearned gains/ (losses), being not available for distribution unless realised and charged
to the consolidated income statement.

Proposed dividend

The Board of Directors in its meeting held on 25 January 2010 proposed a dividend of 23% of the paid up share
capital towards the uncalled share capital ( QAR 1.265 per share) amounting to QAR 948,670 thousand.

This proposal is subject to the approval of the shareholders annual general assembly.

Retained earnings

Retained earings include an amount of QR 14,182 thousand which represents the shareholders share in the gain
on sale of investment in 2008 and it is not available for distribution onty up to the extent received in cash from the
sale in accordance with Qatar Central Bank instructions.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2009

14  INCOME FROM FINANCING ACTIVITIES

Income from Murabaha
Income from Istesna
Income from Ijarah
Income from Mudaraba
Income from Musharaka

Total

15 INCOME FROM INVESTING ACTIVITIES

(a) Income from investments with banks and other
financial institutions:

(b) Investments revenues:

Dividend income 7

Income from held to maturity investments
Gain from sale of available for sale investments
Gain from sale of investments

Total

16  NET COMMISSION AND FEES INCOME

Commission and fees income

Commission on financing activities
Commission on {rade finance activities
Commiission from underwriting fees
Commission on banking services

Commission and fees expenses

17 OTHER INCOME

Income from QIA (a)
Rent income
Miscellaneous

2009
OAR’000

853,904

98,270
113,140

17,257

1,082,571

2009
QAR’000

33,963

3,007
30,526

67,496

2009
QAR’000

102,564
26,916

66,685

196,165

1,67

194,490

2009
QAR’000

196,709
4,282
607

195,598

2008
OAR’000

248,421
77t
95,635
177,839

522,666

2008
QAR 000

37,834

32,037
130,821
605,020

805,712

2008
QAR’000

33,171
12,416
54,608

16,853

117,048

(19,875)

97,173

2008
QAR 000

3,171

3,171
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 20069

17 OTHER INCOME (Continued)

(a) Pursuant to the implementation of the directives of the Government of the State of Qatar to subscribe in
the equity shares of the national banks, due to the inability of Masraf to issue new shares as its existing
shares were partially paid, Qatar Investment Authority (QIA) agreed to acquire 10% of the existing
shares of Masraf through the Qatar Exchange and pay Masraf the price differential between the closing
price of Masraf’s share on the Qatar Exchange on 12 October 2008 and the price at which the shares
were actually acquired by QIA from existing shares on Qatar Exchange in 2009.The balance represents
the amount received for the shares that were purchased during the year.

18 GENERAL AND ADMINISTRATIVE EXPENSES

2009 2008

QAR000 QAR00G
Staff costs 122,576 97,328
Rent and maintenance 25,559 24,067
Adbvertising expenses 16,600 15,827
Amnual general assembly expenses 3,889 12,117
Board of Directors remuneration 9,722 6,182
Legal, professional and consulting fees. 6,384 5,070
Information technology 3,268 1,313
Sharia Board compensation 699 893
Other operating expenses 1,759 8,032

190,456 170,829

19 SHARE OF UNRESTRICTED INVESTMENT ACCOUNTS HOLDERS IN THE PROFIT

2009 2008
QAR000 QAR 000
Share of unrestricted investment accounts holders in the
profit before Masraf”s Mudaraba income 712,021 551,108
Masraf’s Mudaraba income (573,343) (283,496)
Share of unrestricted investment account holders 138,678 267,612
Support provided by Masraf 303,027 -
Investment risk reserve - (5,116)
Risk reserve utilised during the year - {7,548)
Investment risk reserve utilised during the year (5,000) {5,069)
Share of unrestricted investment account holders after the Masraf’s support 436,705 249,879
Rates of profit allotment: 2009 2008
Yo %
More than one year deposits 5.56 4.91
One year deposits 532 445
Six months deposits 5.21 430
Three months deposits 4.96 3.94
Call accounts 4.00 345
Saving accounts 3.08 246
Saving accounts-millionaire 331 3.61
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2005

20 BASIC AND DILUTED EARNINGS PER SHARE

A basic earnings per share is calculated by dividing the net profit for the year by the weighted average number of
ordinary shares oufstanding during the year.

2609 2008
QAR’000 QAR000
Profit for the year due to shareholders (QAR ‘000) 880,658 917,040
‘Weighted average number of shares outstanding during the year (thousands) (a) 749,937 749,937
Basic earnings per share (QAR) 1.17 1.22
(a)  The weighted average number of shares has been calculated as folows:
2009 December 2008
Nos’000 Nos’ 000
Weighted average number of shares at 31 December 749,937 749,937

There were no potentially dilutive shares outstanding at any time during the year. Therefore, the diluted earnings per
share are equal to the basic eamings per share.

21 CASH AND CASH EQUIVALENTS

For the purpose of cash flow statement, cash and cash equivalents comprise the following:

2009 2008
OQARDO0 QAR’000
Cash on hand and balances with Qatar Central Bank excluding cash reserve 352,467 130,089
Balances with banks and other financial institutions 4,256,684 1,285,571
4,609,151 1,415,660

The cash reserve with Qatar Central Bank has been excluded as it is not used in the day-to-day operations of the
Group.

22 OFF BALANCE SHEET ITEMS

(a) Capital commitments

Masraf has long-term lease agreements for its office premises. The future aggregate minimum lease payments
under these rent agreements are as follows:

2009 2008
QAR 000 QAR000
Payable not later than 1 year 20,118 19,676
Payable later than 1 year and not later than 5 years 19,996 37,721
40,114 57,397
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

22 OFF BALANCE SHEET ITEMS (continued)

(b) Trade finance contingent

2009 2008
QAR’000 OAR’000
Letter of gnarantees 3,763,973 2,863,872
Letter of credits ‘ 711,638 672,944
4,475,611 3,536,816
(¢) Other contracts
2009 2008
OAR’000 QAR000
Jjara unutilised limits 1,048,334 342645
Profit rate swap (A) 2,562,240 2,580,761
Unilateral promise to buy/sell currencies (B) 10,022,683 13,223,036
13,633,257 16,146,442

(A) Profit rate swap

Swaps are commitments to exchange one set of cash flows for another. In the case of profit rate swaps,
counterparties generally exchange fixed and floating profit payments in a single currency without exchanging
principal. In the case of currency swaps, fixed profit payments and principal are exchanged in different currencies.

(B) Unilateral promise to buy/sefl carrencies

Unilateral promises to buy/sell currencies are promises to either buy or sell a specified currency at a specific price and
date in the future. The actual transactions are executed on the promise dates, by exchanging the purchase/sale offers and
acceptances between the relevant parties,

The table below shows the positive and negative fair values of derivative financial instruments together with the
notional amounts analysed by the term to maturity. The notional amounts, which provide an indication of the
volumes of the transactions cutstanding at the year-end, do not necessarily reflect the amounts of future cash flows
involved and the c¢redit and market risk, which can be identified from the derivatives fair value,
Figures in QAR’000
Positive Within

Sfair Negative  Nofional three 3-12 I-5
fairvalue  Amount months years
value months
As at 31 December 2009
Derivatives for
customers
Profit rate swaps 11,615 11,615 2,562,240 - - 2,562,240
Unilateral promise to 10,254 - 10,022,683 8,339,765 1,682,918 -

buy/sell currencies

21,869 11,615 12,584,923 8,339,765 1,682,918 2,562,240
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

23 OPERATING SEGMENTS

For management purpases, the Group is divided into three operating segments which are as follows:

. Corporate Banking provides an extensive range of Islamic funded and non-funded credit facilities, deposit
services, investment advisory, currency exchange facilities, profit rate swaps loan syndication and and other
services to Corporate, Commercial and Multinational Customers.

. Retail Banking provides investment accounts services, credit card and Islamic financing to retail and
individual customers.

. Al Rayan Jnvestment has two distinct functions. Firsily, the management of Masraf Al Rayan’s portfolio of
listed and private equities and funds, strategic investments, income producing instruments such as sukuks and
real estate investments. Secondly, the development and operation of Masraf Al Rayan’s investment products,
asset management and investrnent placement business.

Unallocated assets, liabilities and revenues are related to some central functions and non core business operations,
like common property & equipments, cash functions, development projects related payables etc.

The performance of the Group’s main segments can be illustrated below:

Unallocated
31 December 2009 Corporate Retail Al Rayan and inter-
Banking Banking Investment group Total
transactions
OAR000  QAR000 DAR’000 OAR’000 OAR 000
Operating income 1,444,790 79,146 44,038 - 1,567,974
Expenses {401,263) (35,442) (15,522) (235,089) (687,316)
Net profit / (loss) 1,043,527 43,704 28,516 (235,089 880,658
Total Assets 22,352,591 1,139,525 386,447 245238 24,123,801
Total  liabilities and  unrestricted
investment account 16,684,184 1,148,021 98 329,744 18,162,047
31 December 2008
QAR'000  QAR000 QAR’000 QAR 000 CAR’000
Operating income 1,409,204 10,211 9,121 - 1,428,536
Expenses (253,535) (1,460) (15,974) (240,527) (511,496)
Net profit / (loss) 1,155,669 8,751 (6.853) (240,527 917,040
Total Assets 15,581,993 145,888 357,719 683,479 16,769,079
Total  liabilities and  unrestricted
investment account 10,664,221 233,557 43 176,993 11,074,814
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Masraf Al Ré,yan (Q.85.C)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

24 GEOGRAPHICAL SEGMENTS

Other
Qatar GCC Countries Tortal
QOAR000 QOAR’GOO OAR000 OAR’ 000

At 31 December 2009

Cash and balances with Qatar Central Bank 716,080 - - 716,080

Due from banks and other financial institutions 4,251,819 1,370 3,495 4,256,684

Receivables and balances from financing

activities 15,280,400 - 2.470,062 17,750,462

Financial investments 404,147 541,259 - 945,406

Investment in associates 5,000 201,088 5,843 211,931

Property, furniture and equipment 82,675 - - 82,675

Other assets 160,563 - - 160,563

TOTAL ASSETS 20,900,684 743,717 2,479,400 24,123,801

Customers’ current accounts 1,393,854 3,730 72,476 1.470,060

Other liabilities 331.010 - - 331,010

Unrestricted investment accounts 14,003,195 2,191,388 166,394 16,360,977

Equity 5,961,754 - - 5,961,754

TOTAL LIABILITIES, UNRESTRICTED

INVESTMENT ACCOUNTS HOLDERS

AND EQUITY 21,689,813 2,195,118 238,870 24,123,801

Other
Qatar GCC Countries Total
QAR 000 QAR’000 Q4R 000 QAR’000

At 31 December 2008

Cash and balances with Qatar Central Bank 501,209 - - 501,209

Due from banks and other financial institutions 321,635 296,043 667,893 1,285,571

Receivables and balances from financing activities 12,492,298 - 833,439 13,325,737
. Financial investments 370,602 541,259 - 911,861

Investment in associates 5,000 49,643 6,579 61,222

Property, firniture and equipment 85,263 - - 85,263

Other assets 249,526 - 348,690 598,216

TOTAIL ASSETS 14,025,533 886,945 1,856,601 16,769,079

Customers’ current accounts 413,716 - - 413,716

Other labilities 176,993 - - 176,993

Unrestricted investment accounts 10,263,860 220,245 - 10,484,105

Equity 5,694,265 - - 5,694,265

TOTAL LIABILITIES, UNRESTRICTED

INVESTMENT ACCOUNTS HOLDERS AND

EQUITY 16,548,834 220,245 - 16,769,079
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

25  RELATED PARTY DISCLOSURES

These include various transactions with Board Members and Executive Management or with the companies which
held significant interests or any other parties having significant influence on the financial or operational decisions
of Masraf. As at the balance sheet date, such significant accounts include.

Related party transactions

(a)  Balance sheet items

2009 2008
OAR000 QAR’'000
Assets
Murabaha 4,292,326 839,553
Larah - 661,682
Mudaraba - 2,343,501
4,292,326 3,844,736
Liabilities
Unrestricted investment accounts holders 1,650,366 1,728,160
{b) Off balance sheet items
Letter of guarantee - 178,612
(c) Income statement items
2009 2008
OAR’000 QAR000
Income from investing activities - 127418
Income from financing activities 258,461 160,636
Fee and commission 5,646 56,635
(Gain from foreign exchange operations 7,067 -
271,174 344,689
Profit paid on unrestricted investment accounts 63,348 -

Compensation of key management personnel

The remuneration of directors and other members of key management during the period were as follows:

2009 2008
QAR’000 QAR000
Bomus to the founding committes members including meeting allowances 9,722 6,182
Salaries and other benefits 4,093 3,708

26 COMPARATIVE INFORMATION

Certain figures of previous period have been reclassified to conform to the presentation for the current year.
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