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Board of

Dear Shareholders,
Al-Salamu Alaikum

| have the pleasure, personally and on behalf of the Board of
Directors, to welcome you to this meeting and to present to
you the Board of Directors’ Report No. 44 on the Company's
performance and its financial position as at 31st December
2009, and our future plans for the year 2010.

Production, Sales & Profit of 2009

During 2009, the Company’s production in both categories
of cement — OPC & SRC — increased to 4.1 million tons
compared to 3.8 million tons during the previous year;

the production of washed sand increased to 7.5 million
tons compared to 6.5 million tons during 2008; and lime
production in both categories — Calcined & Hydrated

— amounted to 22,200 tons compared to 25,300 tons
recorded during the previous year.

Sales of all types of cement (OPC, SRC, Slag Blended
Cement & Fly Ash Blended Cement) increased to 5.2 million
tons during 2009 compared to 4.8 million tons achieved
during 2008 (+8%). On the other hand, the sales of washed
sand amounted to 6.6 million tons, the same quantity as the
year before. Sales of lime in both the categories stood at
20,700 tons at the end of 2009 compared to 24,200 tons
achieved in 2008.

During 2009 the total value of sales revenue increased to
QR 1.5 bilion from QR 1.4 billion in 2008, an increase of
QR 106 million (+7.5%).

Net profit increased to QR 417 million during 2009 from
QR 414 million in the previous year, despite the adverse
impact of the global financial crisis on the economy of Qatar.

Our company successfully met the local market's demand for
all types of cement — washed sand and lime — at high quality
standards and competitive prices. This stands testimony

to the vital role the Company is playing in supporting the
developmental projects in this country.

Financial Position and Profit Distribution

During 2009 the financial position of the Company became
further stronger. The shareholders’ equity increased to QR 1.9
billion as at 31st December 2009 compared to QR 1.6 billion
at the end of the previous year, an increase of QR 280 million
(+17%).

Accordingly, the Company’s Board of Directors have
recommended to the respected general assembly meeting
1o approve the distribution of 60% cash dividend to the
shareholders, for the year 2009.

Significant Achievements during 2009

Cement Plant-4, which was fully completed in May 2009, has
added around 5,000 tons of clinker and around 5,500 tons
of cement per day to the Company’s production capacity.
The Company's daily production capacity has now increased
to around 12,000 tons of clinker and around 15,500 tons of
cement and the Company’s total annual production capacity
has reached 4.7 million tons of cement.

In order to cater to the local demand for blended cement
the Company has increased its sales of slag cement, fly ash
cement and micro silica.

During 2009 the Company successfully maintained its sales
from washed sand and kept sufficient stock at site. The
Company's production capacity at the end of 2008 was
around 40,000 tons of washed sand per day.

The Company entered into a contract with Qatar Electricity
and Water Company to supply them with calcium carbonate
for 25 years. This is expected to have a positive impact

on the Company’s revenue and its financial position in the
future. Presently QNCC is in the process of constructing

a production unit for this purpose. The construction will be
completed during the coming year.

The Company has also initiated the preliminary steps to
establish a limited liability company in partnership with
Shuaiba Company of Kuwait and other partners in order to
construct a packaging plant in Qatar to produce paper bags
and other products.

With a view towards showcasing the Company’s integral role
in the local, regional and global industry, QNCC successfully
organised the eighth International Cement Conference
(Intercem) in Doha from 27 to 28 January 2009 in association
with Arab Cement Union.

Future Plans

e The Company will continue to support the development
plans of Qatar by meeting the local market's demand for
different kinds of cement, washed sand and both kinds of
lime.

e The Company is looking at diverse investment
opportunities in order to achieve its objectives and
enhance its financial position.

e The Company will continue to play a vital role in protecting
the environment and the natural resources by adopting
the highest environmental standards.

e The Company will continue to encourage Qatari nationals
to join the Company, in line with the State’'s Qatarization
policy.

e The Company aims to constantly improve the conditions
and welfare of its employees working at different sites.

e The Company will continue to support all the national
projects and programmes that are aimed at the general
welfare of the community.

Finally

| have the pleasure to extend our most profound gratitude
to His Highness Sheikh Hamad Bin Khalifa Al-Thani, Emir
of the State of Qatar and to His Highness Sheikh Tamim
Bin Hamad Bin Khalifa Al-Thani, the Heir Apparent, for their
continuous and generous support to our ongoing progress
and development.

I would also like to thank His Excellency Sheikh Hamad Bin
Jassim Bin Jabor Al-Thani, the Prime Minister and Minister
of Foreign Affairs; His Excellency Abdullah Bin Hamad Al
Attiyah, the Deputy Premier, Minister of Energy and Industry
and Chairman of Qatar Petroleum; all Ministries, government
departments, establishments and institutions; as well as all
Qatari and foreign companies who are co-operating with
our company. My sincere thanks are also extended to our

esteemed customers for their continuous co-operation &
encouragement.

I'would like to take this opportunity to express my sincere
thanks to our employees for their hard work and diligence
in executing their duties and responsibilities for the benefit
and development of the Company, and to our respected
shareholders for entrusting us with the management of
this leading industrial company. We hereby reiterate our
commitment to take all the necessary actions to further
develop this company.

| pray to Almighty Allah to give us the strength to achieve our
targeted objectives for the development and welfare of the
State of Qatar.

Salem Bin Butti Al-Naimi
Chairman & Managing Director
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To

The shareholders

Qatar National Cement Company Q.S.C.
Doha, State of Qatar

Report on the financial statements

We have audited the accompanying financial statements of
Qatar National Cement Company Q.S.C (the “Company’”)
which comprise the statement of financial position as

at 31 December 2009 and the statements of income,
comprehensive income, changes in equity and cash flows for
the year then ended, and a summary of significant accounting
policies and other explanatory notes.

The comparative financial statements of the Company

for the year ended 31 December 2008 were audited by
another auditor, whose audit report dated 10 February 2009
expressed an unqualified opinion.

in order to design audit procedures that are appropriate for
the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control.

An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of
accounting estimates, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our audit
opinion.

Independent
Auditors’ Report

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

Auditors’ responsibility

Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit

in accordance with International Standards on Auditing.
Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the
auditors’ judgement, including the assessment of the risks
of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments,

the auditor consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements

Opinion

In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as
at 31 December 2009, and of its financial performance and
its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report on other legal and regulatory requirements

In addition, in our opinion, the Company has maintained
proper accounting records and the financial statements

are in agreement therewith, and we confirm that a physical
count for the inventory was carried out at year end as per the
established principles. We have reviewed the report of the
Board of Directors and confirm that the information contained
thereon is in agreement with the books and records of the
Company. We are not aware of any violations of the provisions
of Qatar Commercial Companies Law No. 5 of 2002 or the
terms of Articles of Association having occurred during the
year which might have had a material effect on the business
of the Company or its financial position as at 31 December
2009. Satisfactory explanations and information have been
provided to us by the management in response to all our
requests.

Gopal Balasubramaniam
KPMG
Qatar Auditor;s Registry Number 251

8 February 2010
Doha, State of Qatar




Statement of

Financial Position

as at December 31

Note 2009 2008
QR QR

ASSETS
Non-current assets
Property, plant and equipment 4 1,790,026,193 1,805,639,572
Investment properties 5 15,085,157 14,985,030
Investment in associates 6 41,794,715 52,419,019
Investment securities 7 163,469,766 208,157,164
Non-current portion of finance lease receivables 8 - 1,279,755
Total non-current assets 2,010,375,831 2,082,480,540
Current assets
Inventories 9 296,852,666 492,092,505
Accounts receivables and prepayments 10 164,656,398 267,790,928
Current portion of finance lease receivable 8 - 6,219,269
Cash and bank balances 11 54,275,335 4,553,614
Total current assets 515,784,399 770,656,316
TOTAL ASSETS 2,526,160,230 2,853,136,856
EQUITY AND LIABILITIES
EQUITY (pages 15-16)
Share capital 12 446,369,050 357,095,240
Legal reserve 18 220,251,166 178,547,620
Other reserves 14 444,144,630 429,423,773
Retained earnings 812,180,621 677,460,618
Total equity 1,922,945,467 1,642,527,251
LIABILITIES
Non-current liabilities
Employees’ end of service benefits 16 7,328,963 5,764,244
Non-current portion of term loans 17 160,226,000 320,452,000
Total non-current liabilities 167,554,963 326,216,244
Current liabilities
Trade and other payables 18 106,355,869 330,493,952
Current portion of term loans 17 160,226,000 87,396,000
Bank overdraft 11 169,077,931 466,503,409
Total current liabilities 435,659,800 884,393,361
TOTAL LIABILITIES 603,214,763 1,210,609,605

TOTAL EQUITY AND LIABILITIES

2,526,160,230

2,853,136,856

These financial statements were approved by the Board of Directors and signed on their behalf by the following on February 8, 2010.

7

Mr. Salem Bin Butti Al-Naimi
Chairman & Managing Director

Mr. Sulaiman Khalid Al Mana

Deputy Chairman

The attached notes 1 to 29 form an integral part of these financial statements.

Statement of
Income

for the year ended 31 December

Note 2009 2008
QR QR
Revenue 1,519,125,054 1,412,993,162
Cost of sales (1,097,485,804) (1,125,973,908)
Gross profit 421,639,250 287,019,254
Other income 20 124,946,518 180,782,609
Selling and distribution expenses (11,256,771) (10,304,650)
General and administrative expenses 21 (45,587,487) (32,905,014)
Share of profit from associates 6 1,963,023 12,688,118
Impairment loss on available-for-sale assets 7 (40,301,698) -
Finance charges (23,855,411) (23,635,798)
Profit before contribution to social fund 427,547,424 413,644,519
Social fund contribution 22 (10,511,969) -
Profit for the year 417,035,455 413,644,519
Earnings per share
26 9.34 9.27

Basic eamnings per share (Qatari Riyal)

The attached notes 1 to 29 form an integral part of these financial statements.
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Statement of
Changes in Equity

for the year ended 31
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Net change in fair value of

43,610,590

43,610,590

43,610,590

available-for-sale financial

assets

Net change in share of fair

(587,327)

(687,327)

(687,327)

value reserves of associates

Net change in fair value of

available-for-sale financial

assets transferred to profit

or loss

(28,302,406)

(28,302,406)

(28,302,406)

Total other comprehensive

income

14,720,857 14,720,857

(687,327)

15,308,184

Total comprehensive income

for the year

431,756,312

417,035,455
(89,273,810)

14,720,857

(687,327)

15,308,184

89,273,810

Bonus shares issued
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(142,838,0906)

(142,838,096)

Dividend paid

(8,500,000)

(8,500,000)

Directors’ remuneration paid

Balance

444,144,630 812,180,621 1,922,945,467

34,512,761 3,043,358 406,588,511

446,369,050 220,251,166

as at 31 December 2009

The attached notes 1 to 29 form an integral part of these financial statements.

Statement of
Cash Flows

as at December 31

Note 2009 2008
QR QR

OPERATING ACTIVITIES
Profit for the year 417,035,455 413,644,519
Adjustments for :
Reversal / provision for slow moving inventory (2,758,587) 1,900,000
Provision for bad debts - 638,162
Gain on sale of available-for-sale financial assets 20 (28,302,406) (87,449,154)
Depreciation on property, plant and equipment and investment 4 106,102,772 85,279,812
properties
Gain on disposal of property, plant and equipment (28,352) -
Provision for employees’ end of service benefits 16 1,632,037 2,019,227
Interest income 20 (1,050,327) (2,082,855)
Dividend income 20 (7,068,677) (9,451,352)
Share of results from investments in associates (1,963,023) (12,688,118)
Impairment from available-for-sale financial assets 40,301,698 -
Operating profit before working capital changes 523,900,590 391,810,241
Change in inventories 197,998,426 (320,340,019)
Change in accounts receivables & prepayments 103,134,531 (153,328,224)
Change in payables and other liabilities (224,138,083) 209,920,525
Employees’ end of service benefits paid 16 (67,318) (7,453)
Board of directors’ remuneration paid (8,500,000) (5,000,000)
Cash generated from / (used in) operations 68,427,556 (268,755,171)
Net cash from operating activities 592,328,146 123,055,070
INVESTING ACTIVITIES
Acquisition of property, plant and equipment 4 (88,969,924) (637,126,487)
Proceeds from disposal of property, plant and equipment 41,855 -
Acquisition of investment properties (1,633,100) -
Acquisition of available-for-sale financial assets (31,198,482) (22,467,437)
Proceeds from sale of available-for-sale financial assets 79,194,772 130,541,894
Interest received 1,050,327 2,082,855
Dividend income received 7,068,677 9,451,352
Dividend recsived from associates 6 12,000,000 9,730,000
Net cash flows (used in) investing activities (22,445,875) (507,787,823)
FINANCING ACTIVITIES
Proceeds from finance lease 8 7,499,024 9,326,582
Dividend paid (142,838,096) (249,966,668)
(Repayment)/proceeds from term loans 17 (87,396,000) 58,264,000
Cash flows (used in) financing activities (222,735,072) (182,376,086)
Net increase/(decrease) in cash & cash equivalents 347,147,199 (567,108,839)
Cash and cash equivalents at 1 January (461,949,795) 105,159,044
Cash and cash equivalents at the end of the year 11 (114,802,596) (461,949,795)

The attached notes 1 to 29 form an integral part of these financial statements.




Notes to the
Financial Statements

for the year ended 31 December 2009

1) STATUS AND OPERATIONS
Qatar National Cement Company Q.S.C. (the “Company”) was incorporated in the State of Qatar as a Qatari
Shareholding Company, under the Emiri Decree No. 7 of 1965 with a Commercial Registration No. of 25. The
Company's head office is situated in Doha.

The Company is primarily engaged in the production and sale of cement, washed sand and lime at its plants located in
Ummbab, Qatar.

2) BASIS OF PREPARATION
a) Statement of compliance
The accompanying financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) issued by Intemational Accounting Standards Board (IASB) and the applicable provisions of the
Qatar Commercial Companies Law no 5 of 2002,

b) Basis of measurement
These financial statements have been prepared on the historical cost basis except for certain investment securities
which are carried at fair value.

c) Functional and presentation currency
The financial statements are presented in Qatari Riyals, which is the Company’s functional currency and all values
are rounded to the nearest Qatari Riyal except when otherwise indicated.

d) Use of estimates and judgements
The preparation of financial statements requires management to make judgements, estimates and assumptions that
affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

Estimates underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in applying
accounting policies that have the most significant effect on the amount recognised in the financial statements are
described in the note 28.

e) Standards, amendments and interpretations issued
Standards, amendments and interpretations issued and effective on or after 1 January 2009

The following standards, amendments and interpretations have been issued and are effective for financial years
beginning on or after 1 January 2009 and therefore, these have been adopted and applied in the preparation if
these financial statements:

i) Determination and presentation of operating segments
As of 1 January 2009 the Company determines and presents operating segments based on the information that
internally is provided to the Managing Director (“MD”), who is the Company’s Chief Operating Decision Maker.
This change in accounting policy is due to the adoption of IFRS 8 Operating Segments. Previously operating
segments were determined and presented in accordance with IAS 14 Segment Reporting. The new accounting
policy in respect of segment operating disclosures is presented as follows.

An operating segment is a component of the Company that engages in business activities from which it may
eam revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Company's other components. An operating segment’s operating results are reviewed regularly by the MD to
make decisions about resources to be allocated to the segment and assess its performance, and for which
discrete financial information is available.

i) Presentation of financial statements
The Company applies revised IAS 1 Presentation of Financial Statements (2007), which became effective as of
1 January 2009. As a result, the Company presents in the statement of changes in equity all owner changes in
equity, whereas all non-owner changes in equity are presented in the statement of comprehensive income. This
presentation has been applied in these financial statements as at and for the year ended 31 December 2009.
Comparative information has been re-presented so that it also is in conformity with the revised standard. Since
the change in accounting policy only impacts presentation aspects, there is no impact on earnings per share.

Notes to the
Financial Statements

for the year ended 31 December 2009

2) BASIS OF PREPARATION (continued)
e) Standards, amendments and interpretations issued (continued)

i) Improvements to IFRS (issued in May 2008)
Improvements to IFRS issued in May 2008 contained numerous amendments to IFRS that the IASB considers
non-urgent but necessary. ‘Improvements to IFRS’ comprise amendments that result in accounting changes
to presentation, recognition or measurement purposes, as well as terminology or editorial amendments related
to a variety of individual IFRS standards. The amendments effective for annual periods beginning on or after 1
January 2009 have been adopted by the Company and no material changes to accounting policies arose as a
result of these amendments.

iv) Amendment to IFRS 7 Financial Instruments: Disclosures
The amendment to the standard requires an entity to provide a quantitative and qualitative analysis of those
instruments recognised at fair value based on a three-level measurement hierarchy. Furthermore, for those
instruments which have significant unobservable inputs (classified as Level 3), the amendment requires
disclosures on the transfers into and out of Level 3, a reconciliation of the opening and closing balances, total
gains and losses for the period split between those recognised in other comprehensive income, purchases,
sales issues and settlements, and sensitivity analysis of reasonably possible changes in assumptions. In
addition, disclosure is required of the movements between different levels of the fair value hierarchy and the
reason for those movements. Finally, the standard amends the previous liquidity risk disclosures as required
under IFRS 7 for non-derivative and derivative financial liabilities.

Entities are required to apply this amendment for annual periods beginning on or after 1 January 2009, with
no requirement to provide comparatives on transition. Since the change in accounting policy only impacts
presentation and disclosure aspects, there is no impact on earnings per share.

Standards, amendments and interpretations issued but not yet effective

A number of new standards, amendments to standards and interpretations are not yet effective for the year
ended 31 December 2009, and have not been applied in preparing these financial statements. None of these are
expected to have a material effect on the financial statements of the Company, with the exception of:

i) IFRS 9 Financial Instruments
IFRS 9 Financial Instruments, published on 12 November 2009 as part of phase | of the IASB's comprehensive
project to replace IAS 39, deals with classification and measurement of financial assets. The requirements of
this standard represent a significant change from the existing requirements in IAS 39 in respect of financial
assets. The standard contains two primary measurement categories for financial assets: amortised cost and
fair value. A financial asset would be measured at amortised cost if it is held within a business model whose
objective is to hold assets in order to collect contractual cash flows, and the asset's contractual terms give rise
on specified dates to cash flows that are solely payments of principal and interest on the principal outstanding.
All other financial assets would be measured at fair value.

The standard eliminates the existing IAS 39 categories of held to maturity, available for sale and loans and
receivables. For an investment in an equity instrument which is not held for trading, the standard permits

an irrevocable election, on initial recognition, on an individual share-by-share basis, to present all fair value
changes from the investment in other comprehensive income. No amount recognised in other comprehensive
income would ever be reclassified to profit or loss at a later date. However, dividends on such investments
are recognised in profit or loss, rather than other comprehensive income unless they clearly represent a partial
recovery of the cost of the investment. Investments in equity instruments in respect of which an entity does
not elect to present fair value changes in other comprehensive income would be measured at fair value with
changes in fair value recognised in profit or loss.

The standard requires that derivatives embedded in contracts with a host that is a financial asset within the
scope of the standard are not separated: instead the hybrid financial instrument is assessed in its entirety as to
whether it should be measured at amortised cost or fair value.

The standard is effective for annual periods beginning on or after 1 January 2013. Earlier application is
permitted. The Company is currently in the process of evaluating the potential effect of this standard.
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2) BASIS OF PREPARATION (continued)

e)

Standards, amendments and interpretations issued (continued)

i) Improvements to IFRS (issued in April 2009)
Improvements to IFRS issued in April 2009 contained numerous amendments to IFRS that the IASB considers
non-urgent but necessary. ‘Improvements to IFRS’ comprise amendments that result in accounting changes
o presentation, recognition or measurement purposes, as well as terminology or editorial amendments related
to a variety of individual IFRS standards. The amendments are effective for annual periods beginning on or
after 1 January 2010 with earlier adoption permitted. No material changes to accounting policies are expected
as a result of these amendments.

3) SIGNIFICANT IN ACCOUNTING POLICIES
The following significant accounting policies have been applied in the preparation of these financial statements:

a)

b)

c)

d)

Property, plant and equipment

ltems of property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditures that are directly attributable to the acquisition of the asset.

The cost of self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the assets to a working condition for their intended use, including the capitalised
porrowing. Purchased software that is integral to the functionality of the related equipment is capitalised as part
of that equipment.

Estimated useful lives of property, plant and equipment are as follows:

Buildings 5-30 years
Plant, equipment and tools 1-20 years
Motor vehicles 5-10 years
Furniture and fixtures 10 years

Capital work in progress

Capital work in progress is stated at cost. Cost includes all expenditure incurred on capital projects that have not
been completed. When the projects are completed they are transferred to property, plant and equipment and
depreciated thereafter. Advances paid for capital payments are included in capital work in progress.

Investment property

Investment property is property held either to earn rentals or for capital appreciation or both, but not for sale

in ordinary course of business, use in production in the production or supply of goods or services or for
administrative purpose. Investment property is stated at cost less accumulated depreciation and impairment
losses, if any. Investment properties, other than land, are depreciated on a straight-line basis over their estimated
useful lives of 20-30 years.

Investments in associates

Associates are those entities in which the Company has significant influence, lbut not control, over the financial
and operating policies. Significant influence is presumed to exist when the Company holds between 20 and 50
percent of the voting power of another entity. It is neither a subsidiary nor an interest in joint venture.,

Investments in associates are accounted for using the equity method (equity accounted investees) and are
recognised initially at cost. The Company’s investment includes goodwill identified on acquisition, net of any
accumulated impairment losses. These financial statements include the Company’s share of the income and
expenses and equity movements of equity accounted investees, after adjustments to align the accounting
policies with that of the Company, from the date that significant influence or joint control commences until the
date that significant influence or joint control ceases.

When the Company’s share of losses exceeds its interest in an equity accounted investee, the carrying amount
of that interest, including any long-term investments, is reduced to nil, and the recognition of further losses is
discontinued except to the extent that the Company has an obligation or has made payments on behalf of the
investee.
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3)

SIGNIFICANT IN ACCOUNTING POLICIES (continued)

e)

g)

Financial instruments

Financial instruments represent the Company’s financial assets and liabilities. Financial assets and financial
liabilities are recognized on the Company’s statement of financial position when the Company becomes a party
1o the contractual provisions of the instrument. Financial instruments also include commitments not recognized
but adequately disclosed in the respective notes to the financial statements.

Financial assets include trade receivables, available-for-sale financial assets, cash and bank balances and certain
other assets. Financial liabilities include term loans, bank overdraft, trade and certain other liabilities.

Available-for-sale financial assets

Avallable-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale

and are not classified as an investment at fair value through the statement of income or held to maturity or

loans or receivables. Available-for-sale financial assets are initially recognised at cost being the fair value of the
consideration given. Subsequent to initial recognition, they are measured at fair value and changes therein, other
than impairment losses and foreign currency differences on available-for-sale equity instruments are recognized
in other comprehensive income and presented within equity in a fair value reserve. When an investment is
derecognized, cumulative gains and losses in other comprehensive income are transferred to the statement of
income.

Accounts receivables

Accounts receivables are stated at cost being the fair value, net of provisions for amounts estimated to be non-
collectable. An estimate for doubtful accounts is made when collection of the full amount is no longer probable.
Bad debts are written off as incurred.

Cash and cash equivalents

Cash and cash equivalents comprise of cash in hand, balances under current and call accounts with the banks
and deposits having a maturity of less than ninety days. For the purpose of the statement of cash flow, cash and
cash equivalents consists of bank balances and cash, net of bank overdrafts.

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

Term loans
Term loans are recognised initially at fair value. Subsequent to initial recognition these are measured at amortised
cost using the effective interest method.

Inventories

Inventories are stated at the lower of cost and net realisable value after providing for any obsolescence and
damages determined by the management. Costs are those expenses incurred in bringing each product to its
present location and condition which are computed as follows:

* Raw materials, spare parts and consumables: Purchases costs on weighted average basis.

e Work in progress and finished goods: Cost of direct materials, direct labour and other direct cost plus
attributable overheads based on normal level of activity.

Net realisable value is based on estimated selling price less any further costs expected to be incurred on
completion and disposal.

Employees’ end of service benefits

Expatriate employees

For the expatriate employees, the Company provides for employees’ end of service benefits determined in
accordance with the requirements of Qatar Labour laws pertaining to retirement and pensions, wherever
required. These unfunded charges are made by the Company on the basis of employees’ salaries and the
number of years of service at the statement of financial position date. Applicable benefits are paid to employees
on termination of employment with the Company.
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3) SIGNIFICANT IN ACCOUNTING POLICIES (continued)

)

h)

)

Employees’ end of service benefits (continued)

Qatari employees

With respect to its Qatari employees, the Company makes contributions to the General Pension Fund Authority
calculated as a percentage of the employees’ salaries in accordance with the requirements of Law No. 24 of
2002 pertaining to Retirement and Pensions. The Company's obligations are limited to these contributions, which
are expensed when due.

Provision

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to
settle the obligation. Provisions are determined by discounting the expected future cash flows that reflects current
market assessments of the time value of money and the risks specific to the liability.

Revenue recognition

Revenue is measured at fair value of the consideration received or receivable. Revenue is reduced for estimated
customer retums, rebates and other similar allowances. The following specific recognition criteria must also be
met before revenue is recognised:

Sale of goods

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of the
consideration received or receivable, net of retumns. Revenue is recognised when persuasive evidence exists,
usually in the form of an executed sales agreement, that the significant risks and rewards of ownership have
been transferred to the buyer, recovery of the consideration is probable, the associated costs and possible return
of goods can be estimated reliably, there is no continuing management involvement with the goods, and the
amount of revenue can be measured reliably. If it is probable that discounts will be granted and the amount can
e measured reliably, then the discount is recognised as a reduction of revenue as the sales are recognised.

Finance lease income
Finance lease income is recognized based on a pattern reflecting constant periodic rate of return on the lessor’s
net investment outstanding in respect of the finance lease.

Dividend and interest income
Dividends from investments are recognised when the shareholder’s right to receive payment has been
established.

Interest is accrued on a time proportion basis, by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset's net carrying amount.

Profit on sale of investments
Profit on the sale of quoted investments is recognized when the sale is confirmed by the broker.

Rental income
Rental income from investment property is recognised in the statement of income on a straight-line basis over the
term of the lease.

Other income
Other income is recognized on an accrual basis.

Borrowing costs

Borrowing costs are finance and other costs that the Company incurs in connection with the borrowing of funds.
A qualifying asset for finance cost capitalization is an asset that necessarily takes a substantial period of time to
get ready for its intended use or sale. The Company capitalizes borrowing costs that are directly attributable to
the acquisition, construction or production of a qualifying asset as part of the cost of that asset. The Company
recognizes other borrowing costs as an expense in the period in which it incurs them.
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3) SIGNIFICANT IN ACCOUNTING POLICIES (continued)
j) Borrowing costs (continued)

k)

m

="

The Company begins capitalizing borrowing costs as part of the cost of a qualifying asset on the commencement
date. The commencement date for capitalization is the date when the Company first meets all of the following
conditions:

(a) incurs expenditures for the asset;
(b) incurs borrowing costs; and
(c) undertakes activities that are necessary to prepare the asset for its intended use or sale.

To the extent that the Company borrows funds specifically for the purpose of obtaining a qualifying asset, the
Company determines the amount of borrowing costs eligible for capitalization as the actual borrowing costs
incurred on that borrowing during the period less any investment income on the temporary investment of those
borrowings, if any.

The borrowing costs applicable to the borrowings of the Company that are outstanding during the period, other
than those specific borrowings mentioned above as made specifically for the purpose of obtaining a qualified
asset, are capitalized by applying a capitalization rate to the expenditures on that asset. The amount of borrowing
costs that the Company capitalizes during the year is not to exceed the amount of borrowing costs it incurred
during that year.

The Company suspends capitalization of borrowing costs during extended periods in which it suspends active
development of a qualifying asset, and ceases capitalizing borrowing costs when substantially all the activities
necessary to prepare the qualifying asset for its intended use or sale are complete.

Foreign currency transactions

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing

at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated
in foreign currencies are recognized in the statement of income.

Dividend distribution
Dividend distribution to the Company’s shareholders is recognized as a liability in the Company’s financial
statements in the period in which the dividend is approved by the Company’s shareholders.

Impairment
Financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that it
is impaired. A financial asset is considered to be impaired if objective evidence indicates that one or more events
have had a negative effect on the estimated future cash flows of that asset.

All impairment losses are recognized in the statement of income. Any cumulative loss in respect of an available-
for-sale financial asset recognized previously in other comprehensive income is transferred to the statement of
income.

e For assets carried at fair value, impairment is the difference between cost and fair value, less any impairment
loss previously recognised in the statement of income;

e Forassets carried at cost, impairment is the difference between carrying value and the present value of future
cash flows discounted at the current market rate of return for a similar financial asset;

e Forassets carried at amortised cost, impairment is the difference between carrying amount and the present
value of the estimated future cash flows discounted at the original effective finance cost rate.

e Significant financial assets are tested for impairment on an individual basis.
e The remaining financial assets are assessed collectively in groups that share similar credit risk characteristics.

For shares classified as available-for-sale, a significant or prolonged decline in the fair value of the security below
its cost is considered to be objective evidence of impairment. For all other financial assets, objective evidence of
impairment could include:
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3) SIGNIFICANT IN ACCOUNTING POLICIES (continued)
m) Impairment (continued)

n)

0)

P)

Financial assets (continued)

e Significant financial difficulty of the issuer or counter party; or

e Default or delinquency in interest or principal payments; or

e |t becoming probable that the borrower will enter bankruptcy or financial re-organisation.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment
loss was recognized. For financial assets measured at amortized cost and available-for-sale financial assets that
are debt securities, the reversal is recognized in profit or loss. For available-for-sale financial assets that are equity
securities, the reversal is recognized directly in equity.

Impairment

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories are reviewed at each
reporting date to determine whether there is any indication of impairment. If any such indication exists, then the
asset's recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. For the purpose of impairment testing, assets are grouped together into the smallest group
of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or groups of assets (the “cash-generating unit’).

An impairment loss is recognized if the carrying amount of an asset or its cash-generating unit exceeds its
estimated recoverable amount. Impairment losses are recognized in the statement of income.

Impairment losses recognized in respect of cash-generating units are allocated first to reduce the carrying
amount of any goodwill allocated to the units and then to reduce the carrying amount of the other assets in the
unit (group of units) on a pro rata basis. Impairment losses recognized in prior periods are assessed at each
reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed
if there has been a change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset's carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortization, if no impairment loss had been recognized.

Fair values

For available-for-sale investments traded in organised financial markets, fair value is determined by reference to
the quoted market price at the close of business on the statement of financial position date. For investments
which are listed in inactive stock markets, traded in small quantities or have no current prices, the fair value is
measured using the current value of cash flows or other applicable methods. If there is no reliable method for the
measurement of fair value of these investments, then they are stated at cost less any impairment in their value.

Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable
and willing parties at arm’s length basis. The fair values of the financial assets and liabilities are not considered
significantly different from their book values as most of these items are either short-term in nature or re-priced
frequently.

Leases

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership are
classified as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the
lower of its fair value and the present value of the minimum lease payments.

Subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy
applicable to that asset
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4) PROPERTY, PLANT AND EQUIPMENT

Capital

Plant,
Equipment &

Total

Total

Furniture and

Motor

Work in

Buildings

2008

2009

Fixtures

Vehicles

Progress

Tools

QR

QR

QR

QR

QR

QR

QR

Cost:

1,378,639,055 85,753,610 14,914,059 738,347,499  2,563,684,440 1,796,286,830

346,030,217

Balance — 1 January

Additions

13,039,790 14,925,966 1,709,624 59,280,609 88,969,924 767,397,610
(795,580,5906)

629,605,684

13,935
165,974,912

Transfers

(98,500)

2,652,555,864

(98,500)
100,581,076

Disposals

2,663,684,440

2,047,512

16,623,683

2,021,284,529

512,019,064

At 31 December
Depreciation:;

674,182,146

758,044,868
104,569,799

548,224,843 50,818,031 10,220,210

148,781,784

At 1 January

83,862,722

6,844,401 862,152

74,653,212

22,310,034

Charges for the year

(84,996)
862,529,671

(84,996)
57,677,436

Relating to disposals
At 31 December

758,044,868

11,082,362

622,778,065

171,091,818

Net book values:

43,003,640 5,541,321 2,047,512 1,790,026,193
34,935,579 738,347,499

1,398,506,474

340,927,246

At 31 December 2009
At 31 December 2008

1,805,639,572

4,693,849

830,414,212

197,248,433
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4) PROPERTY, PLANT AND EQUIPMENT (Continued) 6) INVESTMENT IN ASSOCIATES
i) The Company's cement plants and sand plants are constructed on land leased from the Government of Qatar. The investments in associates are represented as follows:
i) Capital work in progress includes a sum of QR 1,446,087 incurred towards the construction of a new housing .
estate located in near Mekaines, Qatar. The project is expected to be completed by the first half of 2010. In LR 2009 2008
addition, a sum of QR 601,425 is included in capital work in progress for the installation of the electric sub- QR QR
station in Ummibab, Qatar. On the successful completion of these projects, the total amount incurred will be Qatar Saudi Gypsum Industries Co. (W.L.L) 33.3% 21,255,698 21,325,297
capitalized and depreciated thereafter. ‘ . }
Qatar Quarries & Building Materials 20% 20,539,017 31,093,722
i) During the year, the Company transferred a sum of QR 744,331,712 from capital work in progress to building,
plant, equipment and tools on the successful completion of Plant IV, QR 42,285,543 on the completion of the Balance as at 31 December 41,794,715 52,419,019
water desalination plant, QR 5,040,499 on the completion of the effluent treatment plant and the balance of ) ) ‘ ‘
Movements on the investments in associates balance during the year are represented as follows:
QR 3,922,842 for other assets.
The depreciation charge for the year (for property plant and equipment and investment property) is included in 2009 2008
the statement of income as follows: QR QR
2009 2008 Balance at 1 January 52,419,019 48,541,991
QR QR Share of net results of associates 1,963,023 12,688,118
Cost of sales 100,265,283 78,381,710 Movement in fair value reserve (Note 14a) (587,327) 918,910
Selling and distribution expenses 2,270,905 3,540,801 Dividend received from associate (12,000,000) (9,730,000)
General and administrative expenses 3,566,584 3,357,301 Balance as at 31 December 41,794,715 52,419,019
Balance as at 31 December 106,102,772 85,279,812 The share of net results of associates are based on the draft financial statements for the year ended 31 December
2009
5) INVESTMENT PROPERTIES .
Qatar Quarries
2009 2008 Qatar Saudi and Building
QR QR Gypsum W.L.L. Materials W.L.L.
Cost: Total assets 65,775,953 136,532,778
Balance as at 1 January 40,589,328 40,589,328 Total liabilities 1992887 33,837,601
Additions for the year 1,683,100 - Total revenue 14,164,534 260,605,942
Balance as at 42,222,428 40,589,328
Depreciation: 7) INVESTMENT SECURITIES
Balance as at 1 January 25,604,298 24,187,208 The investment securities comprise of investments in shares of listed companies classified as available-for-sale
financials assets.
Charge for the year 1,532,973 1,417,090
Balance as at 27,137,271 25,604,298 2009 2008
Net book value as at 31 December 15,085,157 14,985,030 QR QR
Balance at 1 January 208,157,164 387,935,393
In the statement of income, rental income includes an amount of QR 9.7 million (2008: QR 6.5 million) as rent B ‘
received from investment properties for the year ended 31 December 2009. As per management estimates, the fair Additions during the year 31,198,482 22,467,437
value of the investment properties as at 31 December 2009 is QR 497 million (2008: QR 495 million). Fair value movement during the year (Note 144) 43,610,590 (85,774,712
Fair value of disposals during the year (79,194,772) (116,470,954)
Impairment (40,301,698) -
Balance as at 31 December 163,469,766 208,157,164
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8) FINANCE LEASE RECEIVABLES

Gross

. . Finance L

investment in Principal
Income
lease

2008 2008 2008
QR QR QR
Current portion of finance lease receivables 6,405,000 (185,731) 6,219,269
Non-current portion of finance lease receivables 1,281,000 (1,245) 1,279,755
Balance as at 31 December 7,686,000 (186,976) 7,499,024

a) The above comprises of two separate leases with Qatar Real Estate Investment Company (Q.S.C) for the

purchase of two buildings. The first lease installment has been settled in forty equal installments of QR 1,281,000

starting from October 01, 1999 with the final lease payment received on July 01, 2009.

b) The second lease agreement was settled in forty equal quarterly instalments of QR 1,281,000 starting from April

1, 2000 with the final lease payment received on December 31, 2009.

c) During the year a sum of QR 343,194 (2008: QR 1,115,709) has been recognized as rental income on these

leases.

d) On receiving the final lease rental, the ownership of the properties was transferred to Qatar Real Estate Company

(Q.S.C). at Nil value. Under the terms of the lease agreements, there were no residual values accruing to the

benefit of the lessor. No allowance was provided for uncollectable minimum lease payments as all current lease

payments due were received, hence no current year figures have been disclosed.

9) INVENTORIES

2009 2008
QR QR
Work in progress 64,316,047 325,920,764
Spare parts 182,512,159 139,654,926
Raw materials 27,046,706 17,294,425
Goods in transit 8,502,681 9,397,374
Finished goods 31,587,925 10,714,513
Fuel oil and lubricants 1,334,140 1,124,670
Miscellaneous 6,627,527 15,918,939
Total 321,927,185 519,925,611
Less: provision for obsolescence and slow moving inventories (25,074,519) (27,833,1006)
Balance as at 31 December 296,852,666 492,092,505
9 a) Provision for obsolete & slow moving inventories
2009 2008
QR QR
Balance at 1 January 27,833,106 25,933,106
Provision for the year 1,425,000 1,900,000
Reversal of provision (4,183,587) -
Balance as at 31 December 25,074,519 27,833,106
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10) ACCOUNTS RECEIVABLES AND PREPAYMENTS

11)

12)

2009 2008
QR QR
Accounts receivables 119,549,131 106,782,002
Prepayment and other receivables 27,166,252 3,904,815
Claims from Government 19,236,904 158,400,000
Total 165,952,287 269,086,817
Less: provision for doubtful debts (note 10.a) (1,295,889) (1,295,889)
Balance as at 31 December 164,656,398 267,790,928
10 a) Provision for doubtful debts
The movement in provisions were as follows:
2009 2008
QR QR
Balance at beginning of the year 1,295,889 657,727
Charge for the year - 638,162
Balance as at 31 December 1,295,889 1,295,889
CASH AND CASH EQUIVALENTS
2009 2008
QR QR
Cash in hand - 20
Cash at bank 54,275,335 4,553,594
Cash and bank balances 54,275,335 4,553,614
Bank overdraft (169,077,931) (466,503,409)

Cash and cash equivalents as at 31 December

Bank overdrafts are clean facilities availed from four local banks.

(114,802,596)

(461,949,795)

SHARE CAPITAL
2009 2008
QR QR
Authorized, issued and fully paid up capital 357,095,240 357,095,240
Bonus issue 89,273,810 -
Balance as at 31 December 446,369,050 357,095,240
The authorized and paid up share capital of the Company amounts to QR 446,369,050 as at 31 December 2009

comprising 44,636,905 shares of QR 10 each, all of equal class and voting rights. During the year, the Company

issued bonus shares of 25% of QR 10 each.




Notes to the
Financial Statements

for the year ended 31 December 2009

Notes to the
Financial Statements

for the year ended 31 December 2009

13) LEGAL RESERVE
In accordance with Qatar Commercial Companies Law No.5 of 2002 the Company’s Articles of Association, 10% of
the net income for the year should be transferred to legal reserve. This reserve is to be maintained until the reserve 2009 2008
equals 50% of the paid capital and is not available for distribution except in circumstances specified in the above QR OR
Law. QR 41,703,546 (2008: QR 27,800,036) has been transferred to the legal reserve in the current year.

17) TERM LOANS

Balance at the beginning of the year 407,848,000 349,584,000
14) OTHER RESERVES Obtained during the year - 145,660,000
2009 2008 Repayments during the year (87,396,000) (87,396,000)
QR QR Balance as at 31 December 2009 320,452,000 407,848,000
Fair value reserve 37,556,119 22,835,262 . , , , "
The balance is presented in the statement of financial position as follows:
Development reserve 406,588,511 406,588,511
Balance as at 31 December 444,144,630 429.423.773 Current portion of term loans 160,226,000 87,396,000
. ‘ . Non Current portion of term loans 160,226,000 320,452,000
The development reserve was created in 1990 to finance the construction of cement plant I, Total 320,452,000 407,848,000
a) The movement in the fair value reserve was as follows:
2009 2008 Loan -1
QR QR The Company entered into a loan agreement on December 19, 2004 with five leading banks for USD 120,000,000
(QR 436,980,000 to finance the construction of the Cement Plant Il in Ummbab.
Balance at the beginning of the year 22,835,262 181,069,278 ‘ i ) i
Net movement: The term loan bears an interest rate at 0.7% per annum over LIBOR and is repayable in 10 equal semi-annual
Fair value transferred to statement of income on sale of available-for (28,302,406) (718,378,214) IO eLndieaiia e s ol sie:e oo
sale financial assets Loan - 2
Revaluation on available-for-sale financial assets 43,610,590 (85,774,712) The Company entered into another loan agreement on June 28, 2008 with a foreign bank for USD 40,000,000 (QR
Share of fair value reserve in associates (587,327) 918,910 145,660,000) to finance the construction of the Plant IV in Ummbab.
Net movement during the year 14,720,857 (158,234,016) The term loan bears an interest rate of 0.90% per annum over LIBOR and is repayable in 2 equal instalments. The
first instalment is payable on November 15, 2010 and the second instalment is payable on May 15, 2011.
Balance as at 31 December 37,556,119 22,835,262
18) TRADE AND OTHER PAYABLES
15) DIVIDEND AND BONUS SHARE 2009 2008
In a meeting held on 8 February 2010 the Board of Directors have proposed a distribution of 60 % of the paid up
capital for the year 2009 as cash dividend (2008: 40% as cash dividend and 25% as bonus shares). Directors QR QR
remuneration of QR 8,500,000 (2008: 8,500,000) was also proposed. Accounts payable 30,620,459 169,775,754
16) EMPLOYEES' END OF SERVICE BENEFITS Accruals and provisions 35,828,476 18,987,494
2009 2008 Other payables 39,906,934 141,730,704
QR QR Balance as at 106,355,869 330,493,952
Balance at the beginning of the year 5,764,244 3,752,470
Provided for the year 1,632,037 2.019,227 19) SEGMENT REPORTING
. ‘ The Company is organized into one business segment, which comprises the manufacture and sale of cement, sand
Paid during the year (67,318) (7,453) and other by products. Geographically, the company’s entire business operations are concentrated in Qatar. The
Balance as at 31 December 2009 7,328,963 5,764,244 Chief Operating Decision maker evaluates the results of the Company for this overall segment.

The Company employed 1,286 employees as at 31 December 2009 (2008:1,167)
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20) OTHER INCOME 23) RELATED PARTY DISCLOSURES (Continued)
2009 2008 a) Transactions with Government and its agencies (Continued)
During the year, the Company received from the Government of Qatar QR 360,791,087 towards a claim for
QR QR refund of the price of imported cement, imported clinker, customs fee, port charges and demurrages, out of
Gain from sale of available-for-sale financial assets 28,302,406 87.449 154 which QR 53,119,554 was classified under other income for the year ended 31 December 2009 and the
remaining amount of QR 307,671,533 was deducted from operating costs for the year ended 31 December
Claims from Government 53,119,554 42,704,510 2009.
Dividend income 7,068,677 9,451,352 In addition, the Company has booked a receivable from Government of Qatar amounting to QR 19,236,904 for
‘ which the claim has been submitted to the Government of Qatar during the year ended 31 December 2009.
Interest income 1,050,527 2,082,855 The rental income includes a sum of QR 5 million received from the Government of Qatar.
Transportation income 18,241,428 20,810,536 b) Compensation of key management personnel
Rental income from investment property 9,681,800 6,530,000 Key management personnel comprise the Board of Directors and key members of management having authority
and responsibility for planning, directing and controlling the activities of the Company. The remuneration paid
Others 7,482,326 11,754,202 to the Board of Directors during the year has been recognized in staff costs within general and administrative
124,946,518 180,782,609 EXPENsSes.
In addition to the above, a sum of QR 1,260,000 (2008: QR 880,000) has been paid to the members of the
Committees of the Board of Directors and salaries and benefits paid to key members of the management
21) GENERAL AND ADMINISTRATIVE EXPENSES amounts to QR 2.7 million (2008: QR 2.2 million).
2009 2008 24) CONTINGENT LIABILITIES
QR QR
2009 2008
Staff costs 28,342,172 24,037,779
QR QR
Depreciation 3,566,584 3,357,301
Letters of credit 59,038,356 248,212,429
Directors remuneration 8,500,000 -
Commitment for balance of associate share capital 12,000,000 12,000,000
Others 5,178,731 5,509,934
Total 45,587,487 32,905,014

22)

23)

Total staff cost during the year amounted to QR 80,996,060 (2008: QR 76,212,173), of which QR 51,152,951
(2008: QR 50,863,801) was charged to cost of sales and QR 1,500,937 (2008: QR 1,310,593) was charged to

selling and distribution expenses.

SOCIAL FUND CONTRIBUTION

Based on a circular issued by the Ministry of Economy and Finance, the Company has deducted QR 10,511,969
from profits, being 2.5 % of the net profits for the year excluding any dividend income from locally listed companies,

for the contribution towards a ‘social fund'.

RELATED PARTY DISCLOSURES

25)

26)

CAPITAL COMMITMENTS

Capital commitments of the Company to contractors amounted to QR 172 million as at December 31, 2009. The
Company had paid a sum of QR 156 million against those commitments up to the year end.

BASIC EARNINGS PER SHARE
Basic earnings per share is calculated by dividing the net profit for the year attributable to equity holders of the
Company by the weighted average number of ordinary shares outstanding at the statement of financial position date.

The basic and diluted earnings per share are the same as there were no dilutive effects on earnings during the
current and prior years.

2009 2008

Parties are considered to be related if one party has the ability to control the other party or exercise significant QR QR
influence over the other party in making financial and operating decisions. Related parties include entities over which

Net profit attributable to equity holders of the parent 417,035,455 413,644,519
the Company exercises significant influence, shareholders and key management personnel of the Company. P quity b
A number of these entities transacted with the Company in the reporting period. The terms and conditions of the Adjusted weighted average number of outstanding shares 44,636,905 44,636,905
transactions with key management personnel and their related parties were no more favourable than those available, Basic earnings per share 9.34 9.97

or which might reasonably be expected to be available, on similar transactions to non-key management personnel
related entities on an arm’s length basis.

a) Transactions with Government and its agencies
The Government of Qatar holds 43% of the Company’s share capital. In the normal course of business, the
Company supplies its products to various Government and semi Government agencies in the State of Qatar.
The Company also avalils various services from Government and semi Government agencies in the State of
Qatar.
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27) FINANCIAL RISK MANAGEMENT
The Company has exposure to the following risks from its use of financial instruments:

Credit risk;

Liquidity risk;

Market risk;
Operational risk; and
Other risk;

This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of capital.
Further quantitative disclosures are included throughout these financial statements.

)

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counter party to a financial instrument
fails to meet its contractual obligations, and arises principally from the Company’s receivables from customers
and investment securities.

The Company’s exposure to credit risk is as indicated by the carrying amount of its financial assets which
consist principally of account receivables and available-for-sale financial assets.

Accounts receivables

The management has a credit policy in place and the exposure to the credit risk is monitored on an ongoing
basis. The Company manages its credit risk by obtaining bank guarantees from the customers. Also, further
credit evaluations are performed on all customers requiring credit and are approved by the management.

Goods are sold subject to retention of title clauses, so that in the event of non-payment the Company may
have a secured claim. The Company requires collaterals in the form of letters of credit in respect of sales to
non related parties.

Accounts receivables are stated at original invoice amount less a provision for any uncollectible amounts. The
Company maintains a provision of doubtful accounts; the estimation of such provision is reviewed periodically
and established on case 1o case basis. An estimate for doubtful debts is made when collection of the full
amount is no longer probable. Bad debts are written off when there is no possibility of recovery. Provisions for
doubtful debts are disclosed in note 10.

Ageing analysis of accounts receivables

Gross Impairment Net Gross Impairment Net

2009 2009 2009 2008 2008 2008

31 December QR QR QR QR QR QR
Not past due 78,133,156 - 78,133,156 96,843,267 - 96,843,267
Past due 0-30 days 34,179,531 - 34,179,531 7,616,381 - 7,616,381
Past due 31 to 120 days 4,958,194 - 4,958,194 183,384 - 183,384

More than 120 days

2,278,250 (1,295,889) 982,361 2,138,970 (1,295,889)) 843,081

119,549,131 (1,295,889) 118,253,242 106,782,002 (1,295,889) 105,486,113

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale and
that are not classified in any of the other financial instrument categories. The Company’s investments in equity
securities are classified as available-for-sale investments are all equity securities of locally listed companies.

Bank balances

The Company reduces the exposure of credit risk arising from bank balances by maintaining bank

accounts with the reputed banks with strong credit ratings.

With respect to credit risk arising from the above financial assets of the Company, the Company’s exposure to

credit risk arises from default of the counter party, with a maximum exposure equal to the carrying amount of these

instruments.
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27) FINANCIAL RISK MANAGEMENT (Continued)

i)

i)

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The
Company's approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due, under both normal and stressed conditions, without incurring
unacceptable losses or risking damage to the Company’s reputation.

The Company manages liquidity risk by maintaining adequate reserves, banking facilities and reserve

borrowing faclilities, by continuously monitoring forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities.
The following are the contractual maturities of financial liabilities including finance cost payments and excluding
the impact of netting agreements, if any:

Gross undiscounted cash flows

Carrying Contractual Less than 1-2 2-5

Amounts cash (out) flows 1 year years Years

2009 QR QR QR QR QR
Term loans 320,452,000 (320,452,000) 160,226,000 160,226,000 -
Accounts payables 30,620,459 (30,620,459) 28,152,145 2,468,314 -
Bank overdraft 169,077,931 (169,077,931) 169,077,931 - -
Liquidity gap 520,150,390 (520,150,390) 357,456,076 162,694,314 -

Gross undiscounted cash flows

Carrying Contractual Less than 1-2 2-5

Amounts cash (out) flows 1 year years Years

2008 QR QR QR QR QR
Term loans 407,848,000 (407,848,000) 87,396,000 160,226,000 160,226,000
Accounts payables 169,775,754 (169,775,7564) 169,775,754 - -
Bank overdraft 466,503,409 (466,503,409) 466,503,409 = =
Liquidity gap 1,044,127,163 (1,044,127,163) 723,675,163 160,226,000 160,226,000

The expected cash flows do not differ significantly from the above analysis.

Market risk

Market risk is the risk that changes in market prices, such as interest rates, foreign currency exchange rates
and equity prices will affect the Company’s profit, equity or value of its holding of financial instruments. The
objective of market risk management is to manage and control the market risk exposure within acceptable
parameters, while optimizing retumn.

The Company is subject to market risk in relation to available-for-sale investments. The Company evaluates
the current market value and other factors including normal volatility in share price for quoted equities and

other relevant factors such as investment manager’s periodical reports relating to unguoted equities in order to
manage its market risk.

A 10% increase or decrease in market values of the Company's portfolio of available-for-sale investments is
expected to result in an increase or decrease of QR 16.3 million(2008: 20.8 million) in the assets and equity of
the Company.
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27) FINANCIAL RISK MANAGEMENT (Continued)

i)

a)

Market risk (Continued)
Foreign Currency risk

Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange
rates. The Company's exposure to foreign currency risk on the transactions that are denominated in a currency
other than Qatari Riyal is minimal as they are either denominated in USD (to which Qatari Riyal is pegged) or

Euros (which is not significant to the financial statements).
The Company's exposure to the foreign currency risk is as follows based on notional amounts.

usbD Euro Others Total
31 December 2009 (in QR) (in QR) (in QR) (in QR)
Available-for-sale investments - - 163,469,766 163,469,766
Accounts receivables - - 119,549,131 119,549,131
Cash and bank balances 371,416 330,407 53,573,512 54,275,335
TOTAL FINANCIAL ASSETS 371,416 330,407 336,592,409 337,294,232
Term loans 320,452,000 - - 320,452,000
Accounts payables 3,700,859 4,697,959 22,221,641 30,620,459
Bank overdraft 163,407,684 - 5,670,247 169,077,931
TOTAL FINANCIAL LIABILITIES 487,560,543 4,697,959 27,891,888 520,150,390

usD Euro Others Total
31 December 2008 (in QR) (in QR) (in QR) (in QR)
Available-for-sale investments - - 208,157,164 208,157,164
Finance lease receivables - - 7,499,024 7,499,024
Accounts receivables - - 106,782,002 106,782,002
Cash and bank balances 1,331,259 1,053,716 2,168,639 4,553,614
TOTAL FINANCIAL ASSETS 1,331,259 1,063,716 324,606,829 326,991,804
Term loans 407,848,000 - - 407,848,000
Accounts payables 82,909,039 57,294,707 29,572,008 169,775,754
Bank overdraft 172,816,000 - 293,687,409 466,503,409
TOTAL FINANCIAL LIABILITIES 663,573,039 57,294,707 323,259,417  1,044,127,163

Interest rate risk
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27) FINANCIAL RISK MANAGEMENT (Continued)

iii) Market risk (Continued)
b) Interest rate risk (Continued)

The following table sets out the interest rate risk profile of the Company’s financial assets and liabilities as at 31

December 2009:

1-3 3-12 1-5 Over Total

Months Months Years 5 Years
QR QR QR QR QR

Assets
Cash and bank balances 7,775,335 46,500,000 - - 54,275,335
Liabilities
Term loans 40,056,501 120,169,499 160,226,000 - 320,452,000
Bank overdraft 169,077,931 - - - 169,077,931
Total 209,134,432 120,169,499 160,226,000 - 489,529,931
Interest rate sensitivity gap  (201,359,097)  (73,669,499) (160,226,000) - (435,254,596)

The following table sets out the interest rate risk profile of the Company’s financial assets and liabilities as at 31

December 2008:
1-3 3-12 1-5 Over
Total
Months Months Years 5 Years
QR QR QR QR QR
Assets
Cash and bank balances 4,553,614 - - - 4,553,614
Liabilities
Term loans 21,849,000 65,547,000 320,452,000 — 407,848,000
Bank overdraft 466,503,409 - - - 466,503,409
Total 488,352,409 65,547,000 320,452,000 - 874,351,409
Interest rate sensitivity gap (483,798,795)  (65,547,000) (320,452,000) - (869,797,795)

Sensitivity analysis

The following table demonstrates the sensitivity of the Company’s profit to reasonably possible changes in
interest rates, with all other variables held constant. The sensitivity of the profit is the effect of the assumed
changes in interest rate on the Company’s profit for one year, based on the floating rate financial assets and

The Company adopts a palicy of ensuring that interest rates are reviewed quarterly, and that interest rates are

not subject to frequent fluctuations. financial liabilities held at December 31, 2009.

The Company is exposed to interest rate risk as it borrows funds at both fixed and floating interest rates. Equity Profit or Loss
!\/Ian.agement does not hedge its interest rate risk. 100 bp 100 bp 100 bp 100 bp
Profile ) ‘ o o Increase Decrease Increase Decrease
At the reporting date the interest-bearing financial instruments were:
2009 QR QR QR QR
Variable rate instruments Carrying amounts Variable rate financial assets 542,753 (542,753) 542,753 (542,753)
2009 2008
QR QR Variable rate financial liabilities (4,895,299) 4,895,299 (4,895,299) 4,895,299
Financial assets 54,275,335 4,553,594 2008
Financiel libilities (489,529,931)  (874,351,409) Variable rate financial assets 45,536 (45,536) 45,536 (45,536)
(435,254,596)  (869,797,815) Variable rate financial liabilties (8,743,514) 8,743,514 (8,743,514) 8,743,514
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27) FINANCIAL RISK MANAGEMENT (Continued)
iiiy Market risk (Continued)

27) FINANCIAL RISK MANAGEMENT (Continued)
vi) Fair values versus carrying amounts

c) Equity price risk The fair values of financial assets and liabilities, together with the carrying amounts shown in the statement of

Equity price risk is the risk that the fair values of equity instruments decrease as a result of changes in
the price indices of investments in other entities” equity instruments as part of the Company’s investment

financial position, are as follows:

portfolio. 2009
The following table demonstrates the sensitivity of the effect of cumulative changes in fair value to Carrying Fair
reasonably possible changes in quoted equity share prices, with all other variables held constant. amounts values
The effect of decreases in equity prices is expected to be equal and opposite to the effect of the QR QR
increase shown. Assets carried at fair value
Change in Effect on Available-for-sale financial assets 163,469,766 163,469,766
Equity Prices Equity Assets carried at amortized cost
QR QR Cash and bank balances 54,275,335 54,275,335
2009 Accounts receivables 119,549,131 119,549,131
Available-for-sale investments +5% +8,173,489 Liabilities carried at fair value - -
2008 Liabilities carried at amortized cost -
Avallable-for-sale investments +5% +10,407,859 Term loans 320,452,000 320,452,000
. . . Accounts and other payables 30,620,459 30,620,459
iv) Operational risk
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with Bank overdraft 169,077,931 169,077,931
the Company’s processes, personnel, technology and infrastructure, and from external factors other than
credit, market and liquidity risks such as those arising from generally accepted standards of corporate 2008
behaviour. Operational risks arise from all of the Company’s operations. - .
Carrying Fair
The Company’s objective is to manage operational risk so as to balance the avoidance of financial losses amounts values
and damage to the Company’s reputation with overall cost effectiveness and to avoid control procedures QR QR
that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational Assets carried at fair value

risk is assigned to senior management within each department. This responsibility is supported by the Available-for-sale financial assets 208,157,164 208,157,164
development of overall Company standards for the management of operational risk in the following areas: ‘ ‘
e requirements for appropriate segregation of duties, including the independent authorisation of Assets carred at amortized cost
transactions Cash and bank balances 4,533,614 4,533,614
e requirements for the reconciliation and monitoring of transactions Accounts receivables 106,782,002 106,782,002
e compliance with regulatory and other legal requirements documentation of controls and procedures o ‘ ‘
. L ‘ ‘ Liabilities carried at fair value - -
e requirements for the periodic assessment of operational risks faced, and the adequacy of controls and o ‘ ‘
procedures to address the risks identified Liabilities carried at amortized cost
e requirements for the reporting of operational losses and proposed remedial action Term loans 407,848,000 407,848,000
* development of contingency plans Accounts payables 169,775,754 169,775,754
e fraining and professional development

Bank overdraft 466,503,409 466,503,409

e cthical and business standards
e risk mitigation, including insurance where this is effective.

Other risks
Other risks to which the Company is exposed are regulatory risk, legal risk, and reputational risk.

e Regulatory risk is controlled through a framework of compliance policies and procedures. The operations

of the Company are subject to regulatory requirements of the State of Qatar.
¢ | egal risk is managed through the effective use of internal and external legal advisers.

e Reputational risk is controlled through the Company regular examination of issues that are considered
to have reputational repercussions for the Company, with guidelines and policies being issued as
appropriate.

vii) Capital risk management

The Board's policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The Board of Directors monitors the return on
capital, which the Company defines as net operating income divided by total shareholders’ equity, excluding
minority interests. The Board of Directors also monitors the level of dividends to ordinary shareholders.

The Company reviews its capital structure regularly and considers the cost of capital and risks associated with
it. It manages its capital to ensure that it will be able to support its operations while maximizing the retun to

stakeholders through the optimization of debt and equity balance.
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27) FINANCIAL RISK MANAGEMENT (Continued)

vii) Capital risk management (Continued)
Gearing Ratio
The Company’'s management reviews the capital structure on a regular basis. As part of this review, the
management considers the cost of capital and the risks associated with each class of capital.

The gearing ratio at the year end was as follow:

2009 2008

QR QR

Debt 320,452,000 407,848,000
Bank overdraft 169,077,931 466,503,409
Net debt 489,529,931 874,351,409
Equity 1,922,945,467  1,642,527,251
Net debt to equity 0.25:1 0.53:1

28) ACCOUNTING ESTIMATES AND JUDGEMENTS

29

~

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will,
by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
discussed below:

i) Impairment of receivables
An estimate of the collectible amount of trade accounts receivables and due from related parties is made
when collection of the full amount is no longer probable. For individually significant amounts, this estimation is
performed on an individual basis.

Amounts which are not individually significant, but which are past due, are assessed collectively and a
provision applied according to the length of time past due, based on historical recovery rates.

At the reporting date, the allowance for impairment of account receivables amounted to QR 1,295,889 (QR
1,295,889)

i) Provision for slow moving inventories
The Company’'s management determines the estimated amount of slow moving inventories. This estimate
is based on the age of items in inventories and this provision is subject to change as a result of technical
innovations and the usage of items.

iii) Impairment of available-for-sale equity investments
The Company treats available-for-sale equity investments as impaired when there has been a significant or
prolonged decline in fair value below its cost or where other objective evidence of impairment exists. The
determination of what is “significant” or “prolonged” requires considerable judgment and the future cash flows
and the discount factors for unquoted equities, if any.

iv) Classification of investment securities
On acquisition of an investment security, the Company decides on classffication. The Company follows the
guidance of IAS 39 on classifying its investments. The Company classifies investments as “held for trading”
if they are acquired primarily for the purpose of short term profit making and cash generation. All other
investments are classified as “available-for-sale”. The Company accounts for investments in equity securities
as investment in associates only when significant influence over the investee’s operations can be proved to
exercise, else and regardless of the ownership share, the investment is classified as available-for-sale.

COMPARATIVE FIGURES
Certain comparative figures were reclassified to conform with the current year’s presentation. These
reclassifications did not have any effect on the comparative net profit or equity.



