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

We have audited the accompanying censolidated financial statements of Masraf Al Rayan
(Q.8.C) (the “Masraf”) and its subsidiaries (the "Group") which compnse the consolidated
statement of financial position as at 31 December 2010, consolidated income statement,
consolidated statement of changes in equity and consolidated cash flow statement for the year
then ended, and 2 summary of significant accounting policies and other explanatory notes.

Management’s responsibility for the consolidated financial statements

The management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with the Financial Accounting Standards issned by the
Accounting and Auditing Organisation for Islamic Financial Institutions, the applicable
provisions of Qatar Central Bank regulations and the Islamic Shari'a Rules and Principles, and
for such internal control as management defermines is necessary to enable the preparation of
consolidated financial statements that are free ﬁ'om material misstatement, whether due to

fraud or error.

Auditors” Responsibility
Our responsibility is to express an 01)1111011 on these consolidated financial statements based on

our audit. We conducted our audit in accordance with both the Infernational Standards on
Auditing and Aunditing Standards for Islamic Financial Institutions. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstaterent.

An audit imvolves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial staternents. The procedures selected depend on the
apditors’ judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. Tn making those nsk
‘assessments, the auditor considers internal controls relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in erder to design audit procedures that
are appropriate in the circimstances, but not for the purpose of expressing an opinton on the
effectiveness of the entity’s intemmal control An aundit 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 consolidated
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 tirm of Ernst & Young Globa! Limited
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INDEPENDENT AUDITORS’ REPORT TO THE SHARFHOLDERS
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 at 31 December 2010 and its financial performance and its
cash flows for the year then ended 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 Shari'a Supervisory Board of the Masraf and
Qatar Central Bank reguiations.

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 Companics Law No. 5 of 2602, 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.

FimsQo —
of Ernst & Young

Auditor's Registration No. 236 | %  orastformeint %
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Masraf Al Rayan (Q.S.C.)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 December 2010

ASSETS

. Cash and balances with Qatar Central Bank

Balances and investments with banks and other financial institutions
Receivables and balances from financing activities

Financial investments

Investment property

Investment in associates

Property, furniture and equipment

Other assets

TOTAL ASSETS

LIABILITIES, UNRESTRICTED INVESTMENT ACCOUNTS AND
EQUITY

LIABILITIES

Customers” current accounts

Other liabilities

TOTAL LIABILITIES

UNRESTRICTED INVESTMENT ACCOUNTS

EQUITY

Attributable to shareholders of the parent
Paid up share capital

Legal reserve

Fair value reserve

Risk reserve

Proposed dividend

Retained earnings

Non-controlling interest
TOTAL EQUITY

TOTAL LIABILITIES, UNRESTRICTED
INVESTMENT ACCOUNTS AND EQUITY

Dr. Hussain Ali Al Abdalla
Chairman & Managing Director

Notes
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Chief Executive Off icer

The attached notes [ to 27 form an integral part of these financial statements

2010 2009
CAR’000 QAR 000
1,481,785 716,080
4,988,930 4,256,684
| 25,063,967 17,750,462
2,136,919 945,406
160,220 -

386,494 211,931
86,956 82,675
378,100 160,563
34,683,371 24,123,801
1,292,350 1,470,060
540,031 331,010

1,832,381 1,801,070
25,724,198 16,360,977
5,073,324 4,124,654
- : 633,382
6,117 465

- 237,953
1,976,084 948,670
70,924 16,630
7,126,449 5,961,754

343 -

7,126,792 5,961,754
34,683,371 24,123,801
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Masraf Al Rayan (Q.S.C.)

CONSOLIDATED INCOME STATEMENT
Year Ended 31 December 2010

Income from financing activities
Tncome from investing activities

Total income from financing and investing activities

Commission and fees income
Comrmission 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

Impairment losses on receivables from financing activities
Impairment losses on financial investments

Impairment losses on other assets

Recoveries of impairment losses on other assets

PROFIT FOR THE YEAR BEFORE SHARE OF :
UNRESTRICTED INVESTMENT ACCOUNTS HOLDERS

Less : Share of unrestricted investment accounts holders in the:

- Net profit

NET PROFIT FOR THE YEAR ATTRIBUTABLE TO
SHAREHOLDERS OF THE PARENT

BASIC/DILUTED EARNINGS PER SHARE (QAR)

Notes

16
17

18

19

21

S22

The attached notes 1 to 27 form an integral part of these financial statements

2010 2009
OAR’000 QAR’000
1,618,272 1,082,571

86,690 67,496
1,704,962 1,150,067
111,057 196,165
(15,839) (1,675)
95,218 194,490
37,262 27,986
103,178 195,598
(1,789) (167)
1,938,831 1,567,974
(217,311) (190,456}
(19,848) (15,238)
(LA7T) (8,512)
(7,281) -
(1,563) (36,403)
91,250 -
1,782,601 1,317,363
(571,257 - (436,705)
1,211,344 880,658
1.615 1.174
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Masraf Al Rayan (Q.S.C.)

CONSOLIDATED CASH FLOW STATEMENT
Year Ended 31 December 2010

Notes
OPERATING ACTIVITIES
Profit for the year
Adjustments for:
Depreciation . 10
Impairment losses on receivables from financing activities
Impairment losses on financial investments 7
Impairment losses on other assets 11
Recovery of impairment losses on other assets : 11
Gain on sale of property, furniture and equipment '
Share of results of associates and foreign exchange loss 9

Operating profit before changes in operating assets and liabilities

Net decrease (increase) in assets:

Cash reserve with Qatar Central Bank 4
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 10
Purchase of financial investments

Proceeds from sale of financial investments

Proceeds from sale of property and furniture and equipment

Investment in associates 9

Net cash flows used in investing activities

FINANCING ACTIVITIES

Payment of cash dividends

Increase in unrestricted investment accounts 13
Net movement in non-controlling interest 15

Net cash flow from financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at I January

Cash and cash equivalents at 31 December 23

The attached notes 1 to 27 form an integral part of these financial statements

2010
QAR’000

1,211,344

19,848
1,477
7,281
1,563

(91,250)

1,789
1,152,052
(539,074)

(7,314,982)
(219,100)

(177,710)
156,720

(6,942.094)

(24,129)
(1,395,611}
139,548

(182,196)

(1,462,388)

9,363,016
343

9,363,359
958,877

4,609,151

5,568,028

2009
QAR 000

880,658

15,238
8,512

36,405

(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)
5,873,008

5,254,400
3,193,491
1,415,660

4,609,151
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

1 LEGAL STATUS AND MAIN ACTIVITIES

Masraf Al Rayan (Q.S.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 and its subsidiaries (together referred to as “the Group™) is engaged in banking, financing, nvesting and
brokerage activities in accordance with its Articles of Incorporation, Islamic Shari’a principles and regulations of
Qatar Central Bank and operates through its head office and local branches, all operating in the State of Qatar.
The Masraf is listed and its shares are traded in the Qatar Exchange.

The consolidated financial statéments of Masraf Al Rayan Q.S.C. for the year ended 31 December 2010 were
authorised for issue in accordance with a resolution of the Board of Directors on 25 January 2011.

2 SIGNIFICANT ACCOUNTING POLICIES

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

2.1  Basis of preparation

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 derivative financial instruments.

The consolidated financial statements are stated in Qatari Riyals and all values are rounded to the nearest QAR
thousand except when otherwise indicated. :

Statement of compliance

The consolidated financial statements have been prepared in accordance with the Financial Accounting Standards
issued by the Accounting and Auditing Organisation for Islamic Financial Institutions (AAOIFI), the Qatar
Commercial Companies Law No.5 of 2002 and relevant laws and instructions issued by Qatar Central Bank. In
accordance with the requirements of AAOTFI, for maiters for which no AAOIFI standards exist, the Group applies
the relevant International Financial Reporting Standards (IFRS}.

Basis of consolidation

The consolidated financial statements comprise the financial statements of Masraf and its subsidiaries for the year
ended 31 December 2010. The financial statements of the subsidiaries are prepared for the same reporting year as
Masraf, using consistent accounting policies.

All intra-group balances and transactions, income and expenses and profits and losses resulting from intra-group
transactions are eliminated in full.

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 income statement from the date of acquisition or up to the date of disposal, as appropriate.

The consolidated financial statements of the Group include the financial statements of Masraf and its fully-owned
subsidiaries listed below:

Name of subsidiaries Country of incorporation Share Capital

Al Rayan Investment LLC Qatar USD 100,000,000
Al Rayan Financial Brokerage Qatar QAR 5,000,000
Lusail Waterfront Real Esatate Co. Qatar QAR 200,000

Non-controlling interests represent the portion of profit or loss and net assets not owned, directly or indirectly, by
the Group and are presented separately in the consolidated income statement and within equity in the consolidated
statement of financial position, separately from parent shareholders’ equity.

7



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2

2.2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in accounting policies and disclosures

The accounting policies adopted are consistent with those of the previous financial year. Amendments resulting
from improvements to IFRSs to the following standards did not have any impact on the accounting policies,
financial position or performance of the Group:

IFRS 3 . Business Combinations (Revised) and I4S 27 Consolidated and Separate Financial

Statements {(Amended) effective 1 July 2009, including consequential amendments to
IFRS 5, TFRS 7, IAS 7, TAS 21, TAS 28, IAS 3] and TAS 39

IAS 39 Financial Instruments: Recognition and Measurement — Eligible Hedged ltems
effective 1 July 2009

IFRIC 17 Distributions of Non-cash Assets to Owners effective 1 July 2009

2.3  Summary of significant accounting pelicies

(a) Foreign currency translation

(i)  Functional and presentation currency
The consolidated financial statements are presented in Qatari Riyals, which is the Group’s functional and
presentation currency. Each entity in the group determines its own functional currency and items included
in the financial statements of each entity are measured using that functional currency.

(i)  Transactions and balances i .
Transactions in foreign currencies are initially recorded at the functional currency rate of exchange ruling
at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional currency
rate of exchange ruling at the statement of financial position date. All differences are taken to the
conselidated income statement as foreign currency exchange gains or losses.
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date when the fair value was determined.

(1)  Group companies
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 statement of financial position date, and their income
statements are translated at the weighted average exchange rates for the year.

(b)  Financial instruments — initial recognition and subsequent measurement
Date of recognition

- ®

All financial assets and liabilities are initially recognized on the trade date, i.e., the date that Group
becomes a party to the contractual provisions of the instrument. This includes “regular way trades™
purchases or sales of financial assets that require delivery of assets within the time frame generally
established by regulation or convention in the market place.




Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2 SIGNIFICANT ACCOUNTING POLICIES {continued)
2.3  Summary of significant accounting policies (continued)
(b)  Financial instruments — initial i‘ecognition and subseqaent measurement {continued)

(i) Initial measurement of financial instruments -
The classification of financial instruments at initial recognition depends on the purpose and the
management’s intention for which the financial instruments were acquired and their characteristics. All
financial instruments are measured initially at their fair value plus transaction costs.

(1)  Available-for-sale invesiments

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 sharcholders’ equity and unrestricted investments accounts, until the investment is sold, collected or
otherwise disposed of, 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
consolidated 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 consolidated income statement under impairment losses of financial investments.

(iv)  Held-to-maturity investments
Held to maturity investments are measured at amottised cost less impairment losses. In case 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 consolidated income statement as impairment losses
on financial investments.

(¢)  Derecognition 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 (ii) has neither transferred nor retained substanttally
all the risks and rewards of the asset, but has transferred control of the asset.

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

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
Where an existing financial liability is replaced by another from the same lender on substantially diffcrent terms,
or the terms of an existing liability are substantially modified, 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 consolidated income statement.




Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
23  Summary of significant accounting policies (continued)

(d) 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 statement of financial position date.

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

- Recoverable amount estimated by the portfolio manager
- Cost . .

Certain financial instruments are recorded at fair value using valuation techniques 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.

{¢) Recognition of financial transactions

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

(3] Equity transaction costs

Fquity 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.

(g) Offsetting

Financial assets and financial liabilities should not be set-off unless there is a enforceable or legal right and an
actual expectation of set- off. : '

(h)  Derivative financial instruments

The Group enters into certain Istamic derivative financial instruments to manage the exposure to profit and
foreign exchange rate risks, including unilateral promise to buy/sell currencies and profit rate swaps. The Group
also sells these derivatives to customers in order to enable them to transfer, modify or reduce current and future
risks. Derivatives are initially recognized at fair value on the date on which a derivative contract is entered into
and are subsequently re-measured 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 fair value is
negative.

10



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

‘2 SIGNIFICANT ACCOUNTING POLICIES (continued)
23  Summary of significant accounting policies (continued)

| (i) Distribution of profit between unrestricted investment accounts holders and shareholders
The Group complies with the directives of Qatar Central Bank as follows:

- A net gain on all items of income and expenses at the year end is the net profit distributable between the
shareholders 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 afier deducting Masraf"s Mudaraba percentage agreed upon and declared.

- In case any expense or loss incurred is proved to be resulting from negligence by 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 Masraf at the year-end are net losses, then Qatar Central Bank, being the authority
responsible for determining Masraf’s accountability for these losses, shall decide how these shall be treated
without viclation to the Islamic Shari’a rules. :

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

(1)) Leasing : )

The determination of whether an arrangement is a lease, or it contains a lease, is based on the substance of the
arrangement and requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a
specific asset or assets and the arrangement conveys a right to use the asset.

Group as a lessee
Leases which do not transfer to the Group substantially all the risks and benefits incidental to ownership of the

Jeased item are operating leases. Operating lease payments are recognized as an expense in the consolidated
income statement on a straight line basis over the lease term.

Group as a lessor :

Leases where the Group does not transfer substantially all the risks and benefits of ownership of the asset are
classified as operating leases. Initial direct costs incurred in negotiating operating leases are added to the carrying
amount of the leased asset and recognized over the lease term on the same basis as rental income,

11



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2 SIGNIFICANT ACCOUNTING l%'OLIC]ES (continued)
23  Summary of significant accounting policies {(continued)

(k) 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 activitics become non-
performing and where collectability is doubtful, income is suspended as per the instructions of Qatar
Central Bank. '

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

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

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

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

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

(1)) Impairment of financial assets

An assessment is made at each statement of financial position 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 consolidated income statement.

If the Group determines that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or not, 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 financing activity covenants or conditions;

- Tnitiation of bankruptcy proceedings;

- Deterioration of the borrower’s competitive position;

- Deterioration in the value of collateral; and

- Downgrading below investment grade level.

12



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
"At 31 December 2010

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.3  Summary of significant accounting policies {continued)

(m) Impairment of non-financial assets

Assets that have an indefinite useful life are not subject to amortisation and are tested anmually 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 is the higher of an asset’s fair
value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash flows {cash-generating umits). Non-financial assets other than
goodwill that suffered impairment are reviewed for possible reversal of the impairment at each reporting date.

(n) Investment property
Investment property comprises completed property and property under construction or re-development held to
earn rentals or for capital appreciation or both.

Investment property is measured at cost including transaction costs. Transaction costs include transfer taxes,
professional fees or legal services and initial leasing commissions to bring the property to the condition necessary
for it to be capable of operating. The carrying amount also includes the cost of replacing part of an existing
investment property at the time that cost is incurred if the recognition criteria are met.

Investment property is derecognized when it has been disposed of or permanently withdrawn from uvse and no
future economic benefit is expected from its disposal. Any gains or Josses on the retirement or disposal of
investment property are recognized in the consolidated income statement in the year of retirement or disposal.

Gains or losses on the disposal of investment property are determined as the difference between net disposal
proceeds and the carrying value of the asset in the previous full period financial statements.

Transfers are made to investment property when, and only when, there is a change in use, evidenced by the end of
owner occupation of commencement of an operating lease. Transfers are made from investment property when,
and only when, there is a change in use, evidenced by commencement of owner occupation or commencement of
development with a view to sale.

(6)  Property, furniture and equipment

Property, furniture and equipment are stated at cost less accumulated depreciation and accumulated impairment in
value. The cost of these assets is depreciated using the straight-line method over the estimated useful lives of the
assets as per Qatar Central Bank regulations, as follows:

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

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

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of financial
position date. An asset’s carrying amount is written down immediately fo ifs 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 income statement.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

23  Summary of significant accounting policies (continued)

(p) 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 mainty of defemmed sales transaction agreements (Murabaha) and are stated net of
deferred profits and provision for impairment.

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

Receivables from financing activitics 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 Ijarah transactions ending with ownership (Tjarah Muntahia
Bittamleek), the principle of committing the landlord and leaseholder is applied.

(q) Cash and cash equivalents

Cash and cash equivalents 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 threc months
or less.

{r) Investments in associates

Group investments in associates are accounted for under the equity method of accounting. These are entities over
which Masraf exercises significant influence but not control and which are neither subsidiaries 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 résulting from transactions between the Group and its associates are eliminated to the
extent of Masraf’s interest in the associate.

The consolidated income statement reflects the share of the results 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 income statement.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2 SIGNIFICANT ACCOUNTING POLICIES (continued)

2.3  Summary of significant accounting policies (continued)
(s)  Employees end of service benefits and pension fund

- The Group provides for end of service benefits to its expatriate empioyeés 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 contribution 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 generat
and administrative expenses.

() 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.

(u)  Financial guarantees

In the ordinary course of business, the Group gives financial guarantees, consisting of letters of credit, guarantees
and acceptances.

Financial guarantees are initially recognized in the financial statements at fair value, being the premium received
on the date the guarantee was given, and the initial fair value is amortised over the life of the financial guarantee.
Subsequent to initial recognition, the Group’s liability under such guarantees are measured at the higher of the
amortised amount and the best estimate of the expenditure required to settle any financial obligation arising at the
statement of financial position date. These estimates are determined based on experience of similar transactions
and history of past losses, supplemented by the judgment of Management.

Any increase in the liability relating to guarantees is taken to the consolidated income statement. The amortisation
of the premium received is recognized in the consolidated income statement under commission and fees income.

\3] Investment risk reserve

This is the amount appropriated by Masraf out of the income of investment account holders, after allocating the
mudarib share, in order to mairtain against future losses for investment account holders.

(w) Contingent Labilities

Contingent liabilities include Group’s obligations with respect to unilateral promise to buy/sell currencies, profit rate
swaps and others. These do not constitute actual assets or liabilities at the statement of financial position date except
for assets and obligations relating to fair value gains or losses on these derivative financial instruments.

(x) Estimation uncertainty

The key assumption concerning the future and other key sources of estimation uncertainty at the statement of
financial position 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 consolidated income statement. In particular, considerable
judgment by management is required in the estimation of the amount and timing of future 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.

15



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

2 SIGNIFICANT ACCOUNTING POLICIES (continued)
2.3  Summary of significant accounting policies (contimzed)
(¥)  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 Direciors of
Masraf 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.

‘24 Standards issued bat not yet effective

Standards issued but not yet effective up to the date of issuance of the Group’s financial statements are listed
below. The listing is of standards and interpretations issued, which the Group reasonably expects to be applicable
at a future date. The Group intends to adopt these standards when they become effective.

TAS 24 Related Party Disclosures (Amendment)

The amended standard is effective for annual periods beginning on or after 1 January 2011. It clarified the
definition of a related party to simplify the identification of such relationships and to eliminate inconsistencies in
its application. The revised standard introduces a partial exemption of disclosure requirements for government-
related entities. The Group does not expect any impact on its financial position or performance. Early adoption is
permitted for either the partial exemption for government-related entities or for the entire standard.

IFRS 9 Financial Instruments: Classification and Measurement

IFRS 9 as issued reflects the first phase of the International Accounting Standards Board’s (IASB) work on the
replacement of IAS 39 and applies to classification and measurement of financial assets and liabilities as defined in
IAS 39. The standard is effective for annual periods beginning on or after 1 January 2013. In subsequent phases,
the Board will address impairment and hedge accounting. The completion of this project is expected in mid 2011.
The adoption of the first phase of YAS 9 will primarily have an effect on the classification and measurement of the
Group’s financial assets. The Group is currently assessing the impact of adopting IFRS 9, however, as the impact
of the adoption depends on the assets held by the Group at the date of the adoption, it is not practicable to quantify
the effect.

Improvements to IFRSs (issued in May 2010)

The IASB issued improvements to IFRSs, an omnibus of amendments to its IFRS standards. The amendments
have pot been adopted as they become effective for annual periods on or after either T July 2010 or 1 January
2011. The amendments are listed below:

IFRS 3 Business Combinations

IFRS 7 Financial Instruments: Disclosures

IAS 1 Presentation of Financial Statements

1AS 27 Consolidated and Separate Financial Statements

The Group, however, expects no impact from the adoption of the amendments on its financial position or
performance.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT

3.1  Financial instruments
Definition and classification

The Group’s financial instruments represent the financial assets and liabilities. Financial assets comptise balances
with Qatar Central Bank, balances and investments with banks and other financial institutions, receivables from
financing activities, certain financial investments, derivative financial assets and certain other assets. Financial
liabilities comprise customers® current accounts, derivative financial liabilities and certain other liabilities. Financial
instruments also include balances due to unresiricted investment accounts holders and contingent liabilities and
commitments under “off financial position iterns”.

Note 2 to the financial statements explain the accounting policies used to recognise and measure the maj or financial
instruments and related income and expenses.

Risk management and structure

Tntroduction

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 responsibilitics. 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 girooess does not include 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 approvmg 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. Tt is also responsible for monitoring compliance with risk principles, policies and
limits, across the Group.

Assets and liabilities
The Group’s management is responsible for managing the Group’s assets and liabilities 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 ammually by the Internal Audit Departmcnt 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 Wh]Ch reflects both the expected loss likely to arise in normal
circumstances and nnexpected losses. Mastaf also runs worse case scenarios that would arise in the event that
extreme events which are unlikely to occur do, in fact, occur.

Monitoring and controlling risks is primarily performed based on limits established by the Group. These limits
reflect the business sirategy and market environment of the Group as well as the level of risk that the Group is
willing 0 accept, with additional emphasis on selected industries. In addition, the Group menitors and measures the
overall risk bearing capacity in relation to the aggregate risk exposure across all risk type activities and the module
makes use of probabilities derived from historical experience adjusted to reflect the economic environiment.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.1 Financial instruments (continued)

Risk Management and structure (continued)

Risk measurement and reporting systems (continued)

Information compiled from all business departments is examined and processed in order to analyse, contro] 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 industry, 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 utilisation
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 concentration

Concentrations arise when a number of countcrpart:ies 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 sensitivity 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.

32  Creditrisk

Cradit risk is the risk that one party to a financial instrument will fail to discharge an abligation and cause the other
party to incur a financial loss. The Group attempts to control credit risk by monitoring credit exposures, limiting
transactions with specific counterparties and continually assessing the creditworthiness of counterparties.

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 obtains
collaterals, when appropriate. The amount and type of collateral required depends on an assessment of the credit risk
of the counterparty. Guidelines are implemented regarding the acceptability of types of collateral and valuation
parameters.

The main types of collaterals obtained are as follows:
- For securities lending: cash or securities.
- For commercial lending: mortgages over real estate properties, inventory, cash or
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 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)

3.2  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 compeosition of the receivables and balances from financing activities to customers are set out in Note

6.

3.2.0 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 statement of financial
position. The maximum exposure is shown gross, before the effect of mitigation through the use of master netting
and coliateral agreements.

Gross ' Gross
maximum maximum
exposure exposure
2010 - - . . . 2009
QAR 000 OAR000
Balances and investments with banks and other financial institutions 4,988,930 4,256,684
Receivables and balances from financing activities 25,063,967 17,750,462
Financial investments - 1,968,843 865,672
Other receivables : 340,516 37,712
Total statement of financial position items 32,362,256 22,910,530
Letters of guarantee : ] 4,786,953 3,763,973
Letters of credit 795,524 711,638
Total contingent liabilities items 5,582,477 4,475,611
Total credit risk exposure 37,944,733 27,386,141

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 collaterals is QAR 28,566 million (2009: QAR 22,135 million). The main types of
collaterals obtained are cash 1% {2009: 4%), mortgages 59% (2009: 13%5), government guarantees 23% (2009: 44%)
and other eligible securities 17% (2009: 39%) of the total collateral.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)

3.2 Credit risk (continued}
3.2.2 Risk concentration for maximum exposure by Sector
An industry sector analysis of the Group’s maximum exposure to credit risk for the components of the statement of

financial position is shown below. The maximum exposure is shown gross, before the effect of mitigation through
the use of master netting and collateral agreements. ’

Gross Gross
- maximum maximum
. exposure exposure
2010 2009
QAR’000 OAR000

Statement of financial position
Govemnment - 33,084
Government institutions 10,500,625 -7,560,133
Real-estate ‘ 2,877,166 : 8,565,595
Contracting . 6,902,483 ' 423,210
Consumer 201,507 221,883
Services ) 9,505,410 4,955,261
Others 2,375,065 1,151,364
Total statement of finan_cial position 32,362,256 = - 22,910,530
Contingent liabilities '
Government and government institations 629,242 -
Commercial and others 4,953,235 4,475,611
Total conﬁngeut Liabilities 5,582.477 4475611
Total ' ' 37,944,733 27,386,141
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Masraf Al Rayan (Q.S.C.) |

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT {continued)

3.2  Credit risk (continaed)
3.2.3 Credit quality of financial assets with credit risk exposure by class

(@)  Receivables and balances from financing activities

Neither past Past due
due nor but not ’ .
At 31 December 2010 impaired impaired Impaired -Total
QAR (00 QAR 000 QAR000 QARO00
Risk grading:
High grade 11,083,462 - - 11,083,462
Standard grade 13,714,194 - 266,373 - 13,280,567
Sub-standard ' - : - 354 354
Bad debt L - - 11,239 - 11,239
Gross - ' 24,797,656 266,373 11,593 25,075,622
Less: Allowance for impairment - (285) (11,370) - {(11,655)
Net 24,797,656 266,088 223 25,063,967
Neither past Past due
due nor but not o
At 31 December 2009 impaired impaired Impaired Total
QAR 000 QAR 000 PAR000 OAR000
Risk grading:
High grade 17,459,342 - . - 17,459,342
Standard grade ' - 288,376 - 288,376
Sub-standard g - - 21 21
Bad debt - - 11,210 11,210
Gross 17,459,342 288,376 11,231 17,758,949
Less: Allowance for impairment - - (8,487) (8,487)
Net 17,459,342 288,376 2,744 17,750,462

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 supported 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
attributable risk ratings are assessed and updated regularly.

21



Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 3_1 December 2010

FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)

3
3.2  Credit risk (confinued)
323 Credit quality of financial assets with credit risk exposure by class (continued)
(b)  Balances and investments with banks and other financial institutions
Exposures to balances and investments with banks and other financial institutions are all of High grade. There
are no past due or impaired balances in the portfolio as at 31 December 2010 (2009: nil).
«(¢)  Financial investments
Certain held to maturity investments amounting to QAR 7,281 thousand (2009: nil) are impaired during the
year. ’
2010 - 2009
QAR’000 -~ QAR’000
Held to maturity investments 1,976,124 865,672
Less: Allowance for impairment : {7,281) -
1,968,843 865,672
(dy  Otherreceivables
Accrued profit on certain held to maturity investments are impaired during the year amounting to QAR 1,563
thousand (2009: nil). The remaining exposures are ¢ither of high grade or standard grade.
(e)  Age analysis of past due but not impaired receivables and balances from financing activities

Past due recéivables 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 due installments, by age, are provided below:

Less than 61 to 90 Total
60 days days _ 2010
"QAR’000 QAR’GOO QAR’000
Receivables and balances from financing activities:
Retail _ 7,173 375 7,548
Corporate 110,067 505 119,572
Real estate 126,982 21,271 148,253
Total 244,222 22,151 266,373
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSCLIDATED FINAN: CIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
3.2  Credit risk (continned)

3.2.3 Credit quality of financial assets with credit risk exposure by class (continued)

Less than 61 to 90 Total
60 days days 2009
QAR’000 QAR'000 OAR 000
Receivables and balances from financing activities: ‘
Retail 21,979 75 22,054
Corporate _ 197,614 1,020 198,634
Real estate 67,688 - 67,688
Total : 287,281 1,095 288,376

Note:

The past due but not impaired receivables and balances from financing activities as of 31 December 2009 have been
restated to recognize the full outstanding balance within each past due category. Previously, the table showed only
the amount overdue as of 31 December 2009,

As of 31 December 2010, the Group did not obtain any additional collaterals against the past due but not impaired
receivables and balances from financing activities.

) Impaired receivables and balances from financing activities

The details of the gross amount of impaired receivables by type is as follows:

2019 2009
OAR'000 OAR000
Receivables and balances from financing activities: - '
Retail ' 717 480
Corporate 10,876 10,751

Total : 11,593 11,231
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCYIAY. INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)

3.2  Credit risk (continued)

323 Credit quality of financial assets with credit risk exposure by internal risk rating

Neither past due nor impaired 2010 2009
QAR’000 QAR000
Equivalent grades ) -
AAA to AA- 1,981,839 351,191
A+to A- 568,642 3,765,029
BBB to BBB- 3,129,650 70
Unrated . 32,264,602 23,269,851
Total ' 37,944,733 27,386,141

Unrated 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 definitions published by
intémational rating agencies. The above exposures include financing activities which are neither past due nor
impaired amounting to QAR 24,798 million (2009: QAR 17,459 million).

33 Market risk

Market risk is the risk that the Group’s earnings or capital, or its ability to megt 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 framhework 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.

3.3.1 Profit rate risk

(a)  Profit vate risk

Profit rate risk reflects the risk of a change in profit rates which might affect future earnings or the fair value of
financial instruments. Exposure to profit rate risk is managed by the Group using, where appropriate, various

financial nstruments, primarily profit rate swaps. Maturities of assets and liabilities have been determined on the
basis of contractual pricing,
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continaed)

3.3  Market risk (continued)
3.3.1 Profit rate risk (continued)

(8)  Profit rate sensitivity

The following table demonstrates the profit rate sensitivity to a reasonable possible change in profit rates, with all
other variables held constant, of the Group's consolidated income statement. The sensitivity of the consolidated
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.

2019
Increase in Sensitivity of net
Currency * basis points profit
QAR 000

QAR 16 2,691
USD 10 2,839
EUR 10 2,290
AED 10 173
GBP 10 {134)

Decrease in Sensitivity of net

basis points profit
Currency QAR’000
QAR 19 (2.691)
USDh 10 (2,839)
EUR 10 (2,290)
AED 19 a73)
GBP 10 134

2009
Increase in basis Sensitivity of net
points profit
QAR 000
10 3,540
10 (547)
10 (348)
10 297
10 15
Decrease in Sensitivity of
basis points net profit
: QAR 000
10 (5,540)
10 547
10 348
10 (297}
Y (15)
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT {continued)
3.3  Marketrisk {continued)

3.3.2 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in forcign cxchange
rates. The Group takes on exposure to 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
consolidated income statement, with all other variables held constant:

2010 ‘ 2009
Changein  Effecton Change in Effect on
CHFFEnCy income CHFFENCY income
ratein %  statement rate in % statement
Currency QAR’000 OAR000
EUR +10% 76 +10% - 260
GBP +10% 3 +10% 29
Others +10% ass) +10% 722
EUR -10% (76) -10% T (260)
GBP -10% 3) -10% 29
Others -10% 165 -10% (722)

The Group manages its currency exposures within limits laid down by the Board of Directors. Limits are laid 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
other currency exposures are limited and the Group is not significantly exposed to other currencies exposures.

333 Equity price risk

Equity price risk is the risk that the fair value of equities decreases as a result of changes in the level of equity indices
and individual stocks. The non-trading equity price risk exposure arises from equity securities classified as available-
for-sale. A 10 per cent increase in the Qatar Exchange index at 31 December 2010 would have increased equity by
QAR 1,647 thousand (2009: QAR 1,061 thousand). An equivalent decrease would have resulted in an equivalent but

opposite impact.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT (continued)
34  Liquidity risk (continued)

(b)  Fair value of financial assels 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 2010 2009 2010 2009
QAR’000 OAR000 QAR’0OG QAR 000

Balances with Central Bank excluding cash 1,358,033 642,139 1,358,033 642,139
Balances and investments with banks and other 4,988,930 4,256,684 4988930 4256684
financial institutions

Receivables and balances from financing activities 25,063,967 17,750,462 25,063,967 17,750,462
Financial investments , 2,136,919 945,406 2,091,054 801,291
Financial liabilities

Customers’ current accounts ' 1,292,350 1,470,060 1,292,350 1,470,060
Unrestricted investment accounts 25,724,198 16,360,977 25,724,198 16,360,977

i)  Recetvables 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.

i)  Financial investments

Tinancial 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 transactions and other valuation techniques commonly. used by market
participants. The fair values of held to maturity investments are stated in note 7.

it} 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.

(c}  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 liabilities;

Level 2: other techniques 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 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT {coatinued)

34  Liquidity risk (continued)

(c}  Fair value disclosures (continued)

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

hierarchy: -

Financial assets
* Financial investments available-for-sale:
Quoted equities
Ungquioted equities

Derivative financial instruments:
Profit rate swap .
Unilateral promise to buy/sell currencies

Financial liabilities
Derivative financial instruments:
Profit rate swap
Unilateral promise to buy/sell currencies

Financial assets
Financial investments available-for-sale:
- Quoted equities
Unquoted equities

Derivative financial instruments:
Profit rate swap
Unilateral promise to buy/sell currencies

Financial liabilities
Derivative financial instruments:
Profit rate swap

31 December 2010 Level 1 Level 2 Level 3
QAR’000 QAR’000 QAR’000 QAR GO0

16,470 16,470 - -

151,606 - 151,606 -

168,076 16,470 151,606 -

5,554 - 5,554 -

5,591 - 5,591 -

11,145 - 11,145 -

5,554 - 5,554 -

16,911 - 16,911 -

22,465 - 22,465 -

31 December 2009 Level 1 Level 2 Level 3
QAR'000 QAR000 QAR 000 OAR’'000

10,614 10,614 - -

69,120 - 69,120 -

79,734 10,614 69,120 -

11,615 - 11,615 -

10,254 - 10,254 -

21,869 - 21,869 -

11,615 - 11,615 -
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

3 FINANCIAL INSTRUMENTS AND RELATED RISK MANAGEMENT {continwed)

3.5  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
shareholders or issue capital. No changes were made in the objectives, policies and processes from the previous year.

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.

Capital Adequacy
2010 2009

OAR’000 ‘QAR’000
Tier 1 Capital 6,401,414 3,639,004
Tier 2 Capital _ 26,426 157,695
Total capital €.427,840 5,796,699
Total risk weighted assets 33,452,538 23,425,919
Tier 1 Capital ratio 19.14% 24.07%
Total Capital ratio 19.21% 24.74%

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

Tier 2 capitél 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 Committes is §%.

3.6  Operational risk

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

3.7  Other risks

Other 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.

35



Masraf Al Rayan (Q.S5.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010 .

4 CASH AND BALANCES WITH QATAR CENTRAL BANK

2010
QAR’000
Cash on hand 123,752
Cash reserve with Qatar Central Bank * 902,687
Current account with Qatar Central Bank 455,346
1,481,785

2009
OAR000

73,941
363,613
278,526

716,080

* The cash reserve with Qatar Central Bank represents mandatory reserve not used for the daily operations of the

Group.

5 BALAN CES AND INVESTMENTS WITH BANKS AND OTHER FINANCIAL INSTITUTIONS

2010
QAR’000
Current accounts 128,920
Deposits with Islamic Banks 4,860,010
4,988,930

6 RECEIVABLES AND BALANCES FROM FINANCING ACTIVITIES

2010

OAR000
(a)  Bytype
Receivables and balances from financing activities:
Murabaha ‘ 22,881,173
Mudaraba 2,205,665
Larah 1,256,699
Musharaka 148,728
Others 10,960
Total receivables and balances from financing activities 26,503,225
Deferred profit ' (1,427,603)
Allowance for impatrment (c) (11,655)
Net receivables and balances from financing activities 25,063,967

2009
OAR000

4,866

4,251,818

4,256,684

2009
OAR 000

14,555,499
2,390,750
1,954,088

269,371
4371

19,174,079

{1,415,130)

' (8.487)
17,750,462
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
At 31 December 2010 :

6 RECEIVABLES AND BALANCES FROM FINANCING ACTIVITIES (continued)

(b) By sector

Government
institutions
Real estate
Contracting
Consumer
Services
Other

Government
Government
nstitutions
Real estate
Contracting
Consumer
Services
Other

Total

Murabaha Mudaraba Jjarah Musharaka Others 2019
QAR 000 QAR'000 QAR000 QAR'000 QAR060 - QAR000
© 8,294,960 2,205,665 - - - 10,500,625
1,827,838 - 925,884 120,946 2,498 2,877,166
6,870,898 - 26,787 4,798 - 6,902,483
191,226 - - 2,538 8,462 202,226
47223388 - 304,028 - - 4,527416
45,259 - - 20447 - 65,706
21,453,569 2,205,665 1,256,699 148,729 10,960 25,075,622

Total

 Murabaha Mudaraba fjarah Musharaka Others 2009
QAR 000 QAR 000 QAR 000 QAR 000 QAR 000 - QAR000
33,084 - - - - 33,084
5,169,383 2,390,750 - - - 7,560,133
6,590,222 - 1,759,511 215,862 - 8,565,595
407,778 - - 23,919 - 431,697
114,022 - 107,861 - - 221,883
623,500 - 75,077 - - 698,577
202,359 - 11,639 29,589 4,393 247 980
13,140,348 2,390,750 1,954,088 269,370 4,393 17,758,949
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

6 RECEIVABLES AND BALANCES FROM FINANCING ACTIVITIES (continued)
(c) Movement in allowance for impairment
The total non-performing receivables and balances from financing activities at 31 December 2010 amounted to

QAR 11,593 representing 0.05% of the gross receivables and balances from financing activities (2009: QAR
11,231 thousand, representing 0.06% of the gross receivables and balances from financing activities).

2010 © 2009
QAR000 QAR000
Balance as at 1 Janvary 8,487 - .
Allowance for individually impairment made during the year® 3,168 8,512
Write off during the year _ - (25)
Balance at 31 December _ 11,655 8,487
# This includes net profit suspended during the year of QAR 2,343 thousand.
7  FINANCIAL INVESTMENTS
(a) Available for sale investments
' 2010 2009
QAR’000 QCAR000
Quoted equities - - ' : 16,470 10,614
Unquoted equities 151,606 69,120
168,076 79,734
(b) Held to maturity investments
Sukuk : ) 1,968,843 865,672
2,136,919 945,406

Held to maturity investments are net of allowance for impairment losses of QAR 7,281 thousand (2009: nil)
booked during the year.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

9

INVESTMENT IN ASSOCTATES (continued)

Associates’ movement during the year is as follows:

B)

€)

D)

E)

F)

G)

H)

2010 2009
QAR000 QAR 000

Balance at 1 January 211.931 61,222
Investments acquired during the year : 182,196 151,445
Share in associates” results . {1,789) . (167
Associates reclassified to financial 1nvestments — available-for-sale . {5,844} -
Exchange differences _ , - ' (569)
Balance at 31 December 386,494 ' 211,931
Notes:

- A) During the year, these associates were reclassified to available-for-sale investments due to absence of

significant influence.
The Company was incorporated in Oman on 19 November 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 its real estate and individual clients.

The Company was incorporated in Qatar on 7 October 2008 with pajd up share capital of QAR 10 million to
conduct sale, purchase, lease and rent of properties.

The Company was incorporated in Kingdom of Saudi Arabia on 5 April 2009 with paid up share capital of
Sandi Riyal 510 million to conduct leasing business.

The Company was incorporated in Qatar on 18 October 2009 with paid up share capltal of QAR 200 million
and is engaged in insurance activities.

The Company was incorporated in Qatar on 8 November 2010 with paid up share capital of QAR 6 million
and is engaged in facility management.

As at reporting date, CI San Trading, Daman Insurance — Beema and Linc Facility Services are still in the
pre-operating stage. Accordingly, the investment balances represent the acquisition cost.

All investments are not listed.

41



[44

956'98 8L8'L FIS 61
1$2°¢5 - 1.9°2¢
8r8's1 - FA Al
£0F°EE - 67T0T
LOZOF] 8.8°L $81'Ts
62142 0Ty 160°01
8L0°911 FLYE r60°Tr
000, 4¥0 000.9V0 060.¥¥0
oy ssa4304d BUDMPADIY
Up Y4044 dopndiio”)

65911

788°S
£PET
6£5°C
.:um.z

TIES
67T°TH

000. 470
neawidinba 201fJo pup
Sodrpxtf ‘pAngLILY

ELLFE TETET

L99°€T T€0°T

SOLY 793

7968 £L9

Ot 8t £91'%1

£18Y 6

LT6SR FSITI

000.¥V0 000, 4v0
SpuA0Lcdii Buiping

.Gmc&m%.cm@ x» puny

0107 Jequiadac] TE 3V
" :9neA Y0oq JBN

0107 Tequiaoa] £ e aoueeg
Jeak ayy oy uoneaxdacy

0107 Asenuef | 18 aouejeq
‘nopeRALdap pajenumIay

0107 Foquieaa(] ¢ I8 soueje
sucIppy

0107 Amenugy T je soueeg
11800

0107 12U 1€ 18 85V

INAWIINOT ANV TUNLINGNA ‘ALIAI0Ud o1

010T 1equuada(q 1¢ 1V

SINHWHLVLS TVIONVNII TILVAITOSNOD dHL OL SHLON

((D'S'O) uedey [V JeIseN



v

CLOZR vio'C
COFEE -
(scD) -
8€T'S1 -
£0¢°81 -
8LOGTI FLYE
(9,271) -
88L°€T £l
995°€01 199°¢
000, 470 000,470
mwior ssaudo4d
24 u_EQ\.E

$98°1Z

6TT0OT

19001
891°01

v60°Th

{oL1)
$TE9T
6£6'ST

000.9v0
D MPLLDY

dapndiio)

069°8

6ES°E
(0L}

965°1
£10°C

62T°TI
(5107

SL6'E
69701

000.4V0

wanicdinba sorffo pup
Sa4nyxyf ‘aanrdng

£96'v¢ 18¥°€1
7968 €L
(39) -
0€Z'¢ 18¢
008°S (443
LT6'EY PSTHI
(160°6) -
52> Pl
LLY'6Y 0201
000. 470 000.4v0
SiuautsA0LdUl Suipiing
pjoyasnay P puvy

6007 1oquadas( [£IV
1am]eA Jooq 18N

6007 Tequrasa(] 1 ¢ 1e souefryg

sfesodsi(]
Jeak s JoJ moperoardacy

6007 Aienuef | 18 soueeq
:uonepardap pajenuwmsosy

6007 J2qUIa(T [ £ Je eour[eg

sesodsicy

SUCHIPPY
6007 Anue | 1e soueeg

2800

6007 19qua0a(] 1€ 18 S

(penunuod) INFWJIINOT ANV TUNLININL ‘ALIII0Ud 01

(10T Jequusda(] [£1V

mHZEmHA\Hm‘A«AQZ&ﬂZHm QELVAITOSNOO HHL OL SHLON

(D'S'0) uekey v Jeisey



Masraf Al Rayan (Q.S;C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

11 OTHER ASSETS

2610 2009
QAR’G00 OAR’000

Prepayments and other receivables 329.976 96,811
Accrued profit 42,182 41,463
Advances to suppliers ' 7,505 6,446
Receivables from sale of investments - , 125,058

379,663 269,778
Less: provision for impairment (1,563) (109,215)

378,100 160,563
Notes:

) In 2009, the Group provided an amount of .QAR 109,215 thousand as provision for impairment on

receivables due from Financial Cities Development Company for the sale of the Group’s share in Gulf
Tunis Investment Company. The receivables have been partially recovered in 2010 and the remaining
balance was written off.

(i) During 2010, the Group provided an amount of QAR 1,563 thousand as provision for impairment on
accrued profit relating to certain held to maturity investments.

(i) Other receivables include positive fair value of derivatives amounting to QAR 11,145 thousand.

12 OTHER LIABILITIES

2010 2009
QAR08 QAR 000
Escrow accounts ' : 173,049 91,013
Unearned commission 126,702 65,457
Dividend payable : ) 71,563 76,054
Social and sports fund 34,526 -
Other staff provisions ) 31,655 36,909
Accrued expenses 9,222 7,334
Provision for employees end of service benefits (a) 8,825 5,796
Others 85,089 48,447
540,031 331,010

Other liahilities include negative fair value of derivatives amounting to QAR 22,465 thousand.

{a) Provision for employees end of service benefits

2010 2009

OAR’000 OAR’060

Balance at 1 January ' , 5,796 3,484

Provisions for the vear ’ 4,252 2,557
End of service benefits paid during the year ‘ (1,223) {245)

Balance at 31 December 8,825 5,796




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

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

13 UNRESTRICTED INVESTMENT ACCOUNTS HOLDERS

2010 2009

QAR900 CAR000

(a} By type
Saving accounts ) 374,986 283,793
Call accounts _ 2,265,384 8,879,743
Time deposits 22,935,908 - 7,102,410
Profit payable to unrestricted investment accounts holders : . 147,701 70,643
Share in the fair value reserve 219 14
Share in the investment risk reserve (A) 7 - 24,374
25,724,198 16,360,977

2010 2009
QAR’000 OAR000
~ (b) By sector

Government and governmental institutions o 4,646,350 4378328
Individuals ) 1,544,436 922,792
Banks _ 8,134,454 8,246,470
Corporate 11,251,038 2,718,356
. Profit payable to unrestricted investment accounts holders 147,761 70,643
Share in the fair value reserve 219 14
Share in the investment risk reserve {A) - 24.374
25,724,198 16,360,977

A) In 2009, the balance of investment risk teserve includes an amount of QAR 1,661 thousand, representing the
share of unrestricted investments accounts holders in the gain on sale of investment in 2008, which is not
available for distribution 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. 87/2009, no risk reserve is deducted from the profit
of unresiricted investment accounts holders and the total risk reserve is transferred from the shareholders’
profit as an appropriation.

14 EQUITY
Paid up share capital
2010 2009
QAR000 OAR000
Authorised :
750,000,000 shalfes at QAR 10 each 7,500,600 7,500,000
Tssued & paid-up No. of shares l Amount
' QGAR’000
At 1 January 2010 749,936,932 4,124,654
Dividend towards uncalled share capital (at QAR 1.265 per share) - 948,670
At 31 December 2010 _ 749,936,932 5,073,324
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

14  EQUITY (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 premium on 27,700,000 shares of main

founders were exempted from payment of share premium. . : :
‘ 2010 2009

QAR’000 QAR000
Balance at 1 January 633,382 545316
Transfer from retained earnings {a) - 88,066
Transfer to retained earnings (b) - ' (633,382) -
Balance at 31 December - 633,382

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

(b) The Board of Directors, in its meeting held on 25 January 2011 and after the approval of Qatar Ceritral
Bank, has resolved to transfer the balance of legal reserve as of 31 December 2009 to retained eamnings for
the purpose of capitalizing the reserve into the uncalled portion of the share capital, subject to the approval
of the Ministry of Business and Trade.

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

2010 2009
QAR 000 QAR000
Balance at the beginning of the year 465 (3,064)
Net unrealised gains on available for sale financial investments 5,871 5,543
Net change during the year ' 6,336 479
Share of unrestricted investment accounts holders in the fair value reserve (219) (14)
Balance at the end of the year (shareholders’ share) 6,117 465

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

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 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 §7/2009. .

Also, the Board of Directors, in its meeting held on 25 January 2011 and after the approval of Qatar Central Bank,
has resolved to transfer the balance of tisk reserve as of 31 December 2009 to retained earnings for the purpose of
capitalizing the reserve into the uncalled portion of the share capital.

Proposed dividend
The Board of Directors in its meeting held on 25 January 2011 proposed a dividend of 38.95% {2009: 23%) of the
paid up share capital towards the uncalled share capital (QAR 2.635 per share, 2009: QAR 1.265 per share}
amounting to QAR 1,976,084 thousand (2009: QAR 948,670 thousand). The proposed dividend includes an
amount of QAR 633,382 thousand and QAR 237,953 thousand that was transferred from the legal reserve and risk
reserve respectively.

This proposal is subject to the approval of the shareholders’ annual general assembly and the regulators in the
State of Qatar.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

14  EQUITY (continued)

Retained earnings

Retained earnings include an amount of QAR 14,182 thousand which represents the shareholders share in the gain
on sale of investment in 2008 and it is not available for distribution up to the extent received in cash from the sale
in accordance with Qatar Central Bank instructions.

Social and Sports Fund

Pursuant to Law No. 13 of 2008 .and further clarifications of the law issued in 2010, the Group made an
appropriation of QAR 52.3 million for an amount equivalent to 2.5% of the net profit relating to the years ended
31 December 2010 and 2009 for the support of sports, cultural and charitable activities.

15 NON-CONTROLLING INTEREST

This represents the Group’s non-controlling interest in Sapura Crest amounting to 49% of the share capital.

Sapura Crest is 51% owned by Al Rayan Investment LLC, a wholly-owned subsidiary of Masraf.

16 INCOME FROM FINANCING ACTIVITIES

2010 2009
OAR’000 QAR’G00
Income from Murabaha 1,419,926 853,904
Income from Istesna : ’ ' 479 -
Income from Ijarah 109,306 98,270
Income from Mudaraba . 73,428 - 113,140
Income from Musharaka 15,133 17,257
Total 1,618,272 1,082,571
17 INCOME FROM INVESTING ACTIVITIES
2010 2009
OAR’000 QAR000
(a) Income from investments with banks and other
financial institutions: 17,252 33,963
() Investments revenues:
Dividend income 531 3,007
Income from held to maturity investments 68,907 30,526

Total 86,690 6749
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2010

18 NET COMMISSION AND FEES INCOME

2010 2009
QAR’000 QOAR'000
Conmission and fees income
Commission on financing activities : - 60,464 102,564
Commission on trade finance activities 31,929 26,916
Commission on banking services 18,664 66,685
- 111,057 196,165
Commission and fees expenses (15,839) (1,675)
95218 194,490
19 OTHERINCOME
2010 - 2009
QAR’G00 OAR'000
Income from QIA (a) _ 94,875 190,709
Rent income 2,696 4,282
Miscellaneous : 5,607 607
143,178 195,598

{a) During 2010, the Group received an amount of QAR 94,875 thousand from QIA representing
compensation for the dividend paid on behalf of QIA towards the uncalled share capital.

(In 2009: 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 and 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 pricé of Mastars share of the Qatar Exchafige o1 12" October 2008 4iid 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).

20 GENERAL AND ADMINISTRATIVE EXPENSES

201¢ 2009

QAR’000 OAR 000

Staff costs 132,654 122,576
Rent and maintenance 31,988 25,559
Advertising expenses 15,166 16,600
Legal, professional and consulting fees ' 12,204 6,384
Board of Directors remuneration 10,422 9,722
Information technology 4,443 3,268
Sharia Board compensation 1,063 699
Other operating expenses 9,371 5,648
217311 190,456
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21

SHARE OF UNRESTRICTED INVESTMENT ACCOUNTS HOLDERS IN THE NET PROFIT

Share of unrestricted investment accounts holders in the
profit before Masraf’s Mudaraba income
Masraf’s Mudaraba income

Share of unrestricted investment account holders
Support provided by Masraf
Investment risk reserve utilised during the year

Share of unrestricted investment account holders after Masraf’s support

Rates of profit allotment:

More than one year deposits
One year deposits

Six months deposits

Three months deposits

Call accounts

Saving accounts

Saving accounts-millionaire

22

BASIC AND DILUTED EARNINGS PER SHARE

2010
QAR’000

931,695

(795,127)

136,568
434,689

571,257

2010
%

4.00
3.75
3.74
3.55
1.56
- 1.80
2.50

2009
QAR’000

712,021
(573,343)

138,678
303,027

(5,000)

436,705

2009
%

5.56
532
5.21
496
4.00
3.08
331

Basic earnings per share is calculated by dividing the net profit for the year by the weighted average number of
ordinary shares outstanding during the year. ’

Profit for the year duc to shareholders (QAR “000)

Weighted average number of shares outstanding during the year (thousand) (a)

Basic earnings per share {(QAR)

(a)

The weighted average number of shares has been calculated as follows:

Weighted average number of shares at 31 December

2010 2009
QAR'000 QAR’'000
1,211,344 880,658
749,937 749,937
1.615 1.174
2010 2009
Nos’000 Nos'000
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 earnings per share.
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Masraf Al Rayan (Q.S.C.)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2019

23 CASH AND CASH EQUIVALENTS

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

2410 2009
QAR'000 QAR’000
Cash on hand and balances with Qatar Central Bank excluding cash reserve 579,698 352,467
Balances with banks and other financial institutions 4,988,930 4,256,634
5,568,028 4,609,151

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

24  CONTINGENT LIABILITIES AND COMMITMENTS

(a) Capital comamitments

Masraf has fong-term lease agreements for its office premlses The future aggregate minimum ]ease payments
under these rent agreements are as follows:

2010 2009
OAR’000 QAR 000
Payable not later than 1 year ' 21,400 20,118
Payable later than 1 year and not later than 5 years 13,980 19,996
35,380 40,114
(b) Contingent liabilities
2610 2009
QAR000 QAR 000
Letters of guarantee 4,786,953 3,763,973
Letters of credit 795,524 711,638
5,582,477 4475611
(c) Other undertakings and commitments
2610 2009
0AR’'000 QAR 000
Tjara unutilised limits 744,473 1,048,334
Profit rate swap (A) 2,548,350 2,562,240
Unilateral promise to buy/sell currencies (B) _ 10,629,267 10,022,683
13,922,090 13,633,257

(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.
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24 CONTINGENT LIABILITIES AND COMMITMENTS (continued)

{(B) Unilateral promise to buy/sell currencies :

Unilateral promises to buy/sell currencies are promises 1o 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 outstanding at the vear-end, do not necessarily reflect the amounts of future cash flows
involved and the credit and market risk, which can be identified from the derivatives fair value.

Figures in OAR’000

Positive  Negative  Notional ~ Within three 3-12 I-5
Jfairvalue fairvalue  Amount months months years
As at 31 December 2010
Derivatives for customers ' -
Profit rate swaps 5,554 5,554  2,5483%0 - 1,019,340 1,529,010
Unilateral promise to buy/sell 5501 16911 10629267 10373421 255846 -

currencies

11,145 22,465 13,177,617 10,373,421 1,275,186 1,529,010

Figures in QAR 000

Positive  Negative  Notional ~ Within three 3-12 I-5
fair value  fair value — Amount months months years
As at 31 December 2009
Derivatives for customers .
Profit rate swaps o 11,615 11,615 2,562,240 - - 2,562,240
Unilateral promisc to buy/sell 10,254 - 10,022,683 8,339,765 1,682,918 ;

currencies

21,869 11,615 12,584,923 8,339,765 1,682,918 2,562,240 .

25 OPERATING SEGMENTS

For management purposes, 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, financing 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 Investrent has two distinct functions. Firstly, 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 investment 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.
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25 OPERATING SEGMENTS {continued)

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

Corporate Retail AiRayan Unallocated
31 December 2010 Banking Banking Investment Total
QAR’000 QAR’000 QAR’(000 QAR 000 QAR’000
Operating income 1,894,977 118,785 16,319 - 2,030,081
Expenses (527,605) (45,131) {9,590y {236,411) (818,737)
Net profit / (loss) 1,367,372 73,054 6,729 {236,413) 1,211,344
Total Assets 32,729,654 1,347,778 83,108 522,831 34,683,371
Total liabilitics and unrestricted : ' _
investment account 25,438,527 1,872,634 12,353 233,065 27,556,579
Corporate Retail AlRayan  Unallocated
31 December 2009 Banking Banking Investment Total
QAR’000 OAR'000 QAR 000 OA4AR 000 OAR000
Operating income 1,456,242 79,146 32,586 - 1,567,974
Expenses (446,180) (35,442) (8,934) {196,760) (687,316}
Net profit / (loss) 1,010,062 43,704 23,652 (196,760} 880,658
Toﬁal Assets 21,988,541 1,139,525 73,257 922478 24,123,801
Totat liabilities and unrestricted
investment account 16,370,594 1,148,021 98 642,934 18,162,047
26 GEOGRAPHICAL SEGMENTS
Other
Qatar GCC Countries Total
QAR000 QAR 000 QAR 000 QAR’000
At 31 December 2010
Cash and balances with Qatar Central Bank 1,481,785 - - 1,481,785
Due from banks and other financial institutions 3,640,389 1,057,301 291,240 4,988,930
Receivables and balances from financing
activities ’ 23,711,961 - 1,352,006 25,063,967
Financial investments 1,466,722 399,162 271,035 2,136,919
Investment property 160,220 - - 160,220
Investment in associates 41,597 339,094 5,303 386,494
Property, furniture and equipment 86,956 - - 86,956
Other assets 378.160 - - 378,100
TOTAL ASSETS 30,967,730 1,795,557 1,920,084 34,683,371
Cuslomers’ current accounts 1,246,997 2,681 42,672 1,292,350
Other habilities 540,031 - - 540,031
Unrestricted investment accounts 23,862,173 1,255,759 606,266 25,724,198
Equity 7,126,792 - - 7,126,792
TOTAL LIABILITIES, UNRESTRICTED
INVESTMENT ACCOUNTS HOLDERS
AND EQUITY 32,775,993 1,258,440 648,938 34,683,371
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26 GEOGRAPHICAL SEGMENTS {continued)

At 31 December 2009

Cash and balances with Qatar Central Bank

Due from banks and other financial institutions
Receivables and balances from financing
activities

Financial investments

Investment in associates

Property, furniture and equipment

Other assets

TOTAL ASSETS

Customers’ current accounts

Other liabilities

Unrestricted investment accounts

Equity

TOTAL LIABILITIES, UNRESTRICTED

INVESTMENT ACCOUNTS HOLDERS AND
EQUITY -~ '

27 RELATED PARTY DISCLOSURES

Other
Qatar GCC Countries Total

QAR 000 QAR GO0 OAR000 QAR000
716,080 - - 716,080
4,251,819 1,370 3,495 4,256,684
15,280,400 - 2,470,062 17,750,462
404,147 541,259 - 945,406
5,000 201,088 5,843 211,931
82,675 - - 82,675
160,563 - - 160,563
20,900,684 743,717 2,479,400 24,123 301
1,393,854 3,730 72,476 1,470,060
331,010 - - 331,010
14,003,195 2,191,388 166,394 16,360,977
5,961,754 - - 5,961,754
21,689,813 2,195,118 238,870 24,123,801

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 Masrafl. As at the statement of financial position date, such significant accounts include:

Transactions with related parties

(a)  Statement of financial position items

Assets
Murabaha

Liabilities
Current account
Unrestricted investment accounts holders

2010
QAR’000

4,482,693
216

1,423,201

1,423,417

2009
QAR 000

4,292,326

1,650,366

1,650,366
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27 RELATED PARTY DISCLOSURES (continued)
Transactions with related parties (continued)

{(¢) Income statement ifems

2010 ’ 2009
OAR000 QAR000
Income from financing activities . : 298,795 258,461
Commission and fees income - 5,646
Gain from foreign exchange operations 187,674 7,067
486,469 271,174
Profit paid on unrestricted investment accounts 63,187 63,348

"Compensation of key management personnel
The remuneration of directors and other members of key management dunng the year were as follows:

2010 2009
QAR 000 OAR'000
Remuneration to Board of Directors including meéting allowances ' 10,422 9,722
Salaries and other benefits 4,930 4,093
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