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MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

DIRECTORS' REPORT

The Directors present the annual report and financial statements for the year ended
December 31, 2008.

PRINCIPAL ACTIVITY

The Fund is a collective investment scheme and its primary objective is to achieve long
term capital growth by investing primarily in Qatari equities listed on the Dobha Securities
Market.

REVIEW OF BUSINESS

The results of the operations of the Fund are summarized on page 5.

APPROPRIATIONS

None

CHANGES IN DIRECTORS

Mr. Kantic DasGupta has been replaced by Mr. Denis Sabourin on October 26, 2008.
AUDITOR

A resolution proposing the reappointment of Deloitte & Touche as the auditor of the Fund
for the year ending December 31, 2009 and authorising the Directors to determine their

remuneration will be put to the Annual General Meeting.

On behalf of the Board

Director
January 25, 2009
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS :/1 aor{;:: 421
Kingdom of Bahrain
Maksse Quas Bty P | e
Manama, www.deloitte.com
Kingdom of Bahrain CR. 18670

Report on the Financial Statements

We have audited the accompanying financial statements of Makaseb Qatar Equity Fund,
(“the Fund”), which comprise the statement of assets and liabilities as at
December 31, 2008, the statement of operations, statement of changes in net assets and cash
flow statement for the year then ended, and a summary of significant accounting policies
and other explanatory notes.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
“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
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

. . . . . Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

Opinion

In our opinion, the financial statements present fairly in all material respects, the financial
position of Makaseb Qatar Equity Fund as of December 31, 2008, and of its financial
performance and cash flows for the year then ended in accordance with International
Financial Reporting Standards.

Without qualifying our opinion, we draw attention to Note 7 (a) to the financial statements.
The securities designated at fair value through profit or loss represent investments in listed
securities, which provide the Fund with the opportunity for return through trading gains.
The fair values of these securities are based on quoted market prices. Certain markets and
securities may be illiquid and indicative market prices may not necessarily represent
realisable value. '

Manama — Kingdom of Bahrain D a\& T
sl 2 -

January 25, 2009



MAKASEB OQATAR EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2008
2008 2007
Notes USD USD

ASSETS:
Cash at banks 6&15 263,257 812,727
Securities designated at fair value through profit or

loss 7 11,734,167 46,824,704
Total Assets 11,997,424 47,637,431
LIABLITIES:
Bank overdraft 8 & 15 - 322,846
Accrued expenses and other payables 9 24,608 58,880
Due to a related party 10 61,750 233,289
Total Liabilities 86,358 615,015
Net Assets 11,911,066 47,022,416
ANALYSIS OF NET ASSETS: ,
Capital ' 11 25,457,700 59,653,235
Net realised loss (9,201,829) (10,908,021)
Change in fair value of securities designated at fair

value through profit or loss 7 (4,344,805) ( 1,722,798)
Net assets 11,911,066 47,022,416
Net asset value per unit ‘ 18 6.20312 8.65476

The financial statements were approved by the Directors on January 25, 2009 and signed

on their behalf by:

Director

* The attached notes 1 to 19 form part of these financial statements.
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MAKASEB QATAR EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

STATEMENT OF OPERATIONS :
FOR THE YEAR ENDED DECEMBER 31, 2008

2008 2007
Notes UsDh USDh
INVESTMENT INCOME:
Dividend income 12 1,052,022 1,636,711
1,052,022 1,636,711

EXPENSES:
Management fees 5&15 606,918 776,422
Administration fees 5 75,621 100,890
Custody fees 5 51,571 66,509
Transaction fees 5 8,805 2,715
Registrar fees 5 12,478 12,234
Professional fees 8,144 5,416
Interest expense 16,022 2,957
Other expenses 13 39,808 43,295
Total expenses 819,367 1,010,438
Investment gain — net 232,655 626,273
Realised and unrealised gain or loss on securities
designated at fair value through profit or loss:

Net realised gain/(loss) 1,473,537  (3,694,593)

Change in fair value (2,622,007) 18,536,190
Net (loss)/gain on securities designated at fair value

through profit or loss (1,148,470) 14,841,597
Net (decrease)/increase in net assets resulting from

operations (915,815) 15,467,870

The attached notes 1 to 19 form part of these financial statements.



MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2008

2008
USD
Investment gain — net 232,655
Net realised gain/(loss) on securities designated
at fair value through profit or loss 1,473,537
Change in fair value of securities designated at
fair value through profit or loss (2,622,007)
Net (decrease)/increase in net assets resulting
from operations ( 915,815)
Change in net assets from capital share
transactions (34,195,535)
Change in net assets (35,111,345)
Net assets — beginning of year 47,022,416
Net assets — end of year 11,911,066

The attached notes 1 to 19 form part of these financial statements.
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MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

CASH FL.OW STATEMENT
FOR THE YEAR ENDED DECEMBER 31, 200

Cash flows from operating activities

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

Adjustments for:

Net loss/(gain) on securities designated at fair value
through profit or loss

Dividend income

Interest expense

Changes in operating assets and liabilities:
Change in other liabilities

Payments for purchase of securities designated at fair
value through profit or loss

Proceeds from disposal of securities designated at fair
value through profit or loss

Dividend received

Interest paid

Net cash from operating activities

Cash flows from financing activities

Proceeds from issue of units

Payments on redemption of units

Net cash used in financing activities

Net decrease in cash-and cash equivalents

Cash and cash equivalents at the beginning of the
year

Cash and cash equivalents at the end of the year

Comprising:

Cash at bank (Note 6 & 15)
Bank overdraft (Note 8 & 15)

2008 2007
USD USD
(915,815) 15,467,870
1,148.470  (14,841,597)
(1,052,022)  (1,636,711)
16,022 2,957
(803,345) (1,007,481)
(205,811) (243,832)
(1,009,156) (1,251,313)
(17,144,084)  (6,065,016)
51,086,151 9,045,944
1,052,022 1,636,711
(16,022) (2,957)
33,968,911 3,363,369
9,888,695 6,177,774
(44,084,230)  (9,877,249)
(34,195,535)  (3,699,475)
(226,624) (336,106)
489,881 825,087
263,257 489,881
263,257 812,727
- (322,846)
263,257 489,881

The attached notes 1 to 19 form part of these financial statements.



MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

1. STATUS AND ACTIVITIES:

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

The Fund was launched on June 22, 2005 and is denominated in US Dollars. The objective
of the Fund is to achieve long term capital growth by investing primarily in Qatari equities
listed on the Doha Securities Market. The Fund’s investment policies are more fully
defined in its Prospectus.

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

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

Manager, an Administrator and a Custodian for the fund management, administration and
custody functions. '



MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

2. ADOPTION OF NEW AND REVISED STANDARDS:

2.1 Standards and Interpretations effective in the current period

Three Interpretations issued by the International Financial Reporting Interpretations
Committee are effective for the current period. These are IFRIC 11: IFRS 2 Group and
Treasury Share Transactions, IFRIC 12: Service Concession Arrangements and IFRIC
14: TAS 19 - The Limit on a Defined Benefit Asset, Minimum Funding Requirement
and their Interaction. The adoption of these Interpretations has not led to any changes in
the Fund’s accounting policies.

2.2 Standards and Interpretations in issue not yet adopted

At the date of authorisation of these financial statements, the following Standards and
Interpretations were in issue but not yet effective:

New Interpretations:

IFRIC 13  Customer Loyalty Programmes

IFRIC 15  Agreements for the Construction of Real Estate

IFRIC 16  Hedges of a Net Investment in a Foreign Operation

IFRIC 17  Distributions of Non-cash Assets to Owners

New Standards:

IFRS 8 Operating Segments

Amendments to Standards:

IFRS 1 First-time Adoption of International Financial
Reporting Standards-Amendment relating to cost of an
investment on first time adoption

IFRS 2 Share-based payment-Amendment relating to vesting
conditions and cancellations

IFRS 3 Business Combinations-Comprehensive revision on
applying the acquisition method

IAS 1 Presentation of Financial Statements-Comprehensive
revision including requiring a statement of
comprehensive income

IAS 1 Presentation of Financial Statements-Amendments
relating to disclosure of puttable instruments and
obligations arising on liquidation

IAS 23 Borrowing Costs-Comprehensive revision to prohibit
immediate expensing

IAS 27 Consolidated and Separate Financial Statements-

Amendment relating to cost of an investment on first
time adoption

Effective for
annual periods
beginning on or
after

July 1, 2008
January 1, 2009
October 1, 2008
July 1, 2009

January 1, 2009

January 1, 2009
January 1, 2009

July 1, 2009

January 1, 2009

January 1, 2009

| January 1, 2009

Januvary 1, 2009
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MAKASEB QATAR EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

2. ADOPTION OF NEW AND REVISED STANDARDS: (CONTINUED)

2..2 Standards and Interpretations in issue not yet adopted (Continued)

Effective for

annual
periods
Amendments to Standards: (Continued) beginning on
or after
IAS 27 Consolidated and Separate Financial Statements-
Consequential amendments arising from amendments
to IFRS 3 July 1, 2009
IAS 28 Investments in Associates-Consequential amendments
arising from amendments to IFRS 3 July 1, 2009
IAS 31 . Interests in Joint Ventures-Consequential amendments
arising from amendments to IFRS 3 July 1, 2009
IAS 32 Financial  Instruments:  Presentation-Amendments
relating to disclosure of puttable instruments and
obligations arising on liquidation January 1, 2009
IAS 39 Financial Instruments: Recognition and Measurement- :
Amendments for eligible hedged Items July 1, 2009
Various Amendments resulting from May 2008 Annual
Standards ~ Improvements to IFRS Various
IAS 39 &  Reclassification of Financial Assets July 1, 2008
IFRS 7

The Directors anticipate that all of the above Standards and Interpretations, as applicable,
will be adopted in the Fund’s financial statements in future periods and that the adoption
of those Standards and Interpretations will have no material impact on the financial
statements of the Fund in the period of initial application.
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MAKASEB QATAR EQUITY FUND

MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2008

3.

SIGNIFICANT ACCOUNTING POLICIES:

Statement of Compliance

The financial statements have been prepared in conformity with the Prospectus dated May
12, 2005 and subsequent updates, and in accordance with International Financial Reporting
Standards (“IFRS”).

Basis of Preparation

The financial statements are prepared on the historical cost convention, except for the
revaluation of certain financial instruments.

The financial statements are presented in United States Dollars (“USD”) being the
presentation currency of the Fund.

The significant accounting policies are as follows:

(2)

(b)

©

Investments

The values of securities listed on a securities exchange are based on the last bid
price on that exchange on the day of valuation. Transactions in marketable
securities are accounted for on the trade date where the purchase or sale of an
investment is under a contract whose terms require delivery of the investments
within the time frame established by the market concerned.

Investments in securities are classified into securities designated at fair value
through profit or loss which are initially recognised and subsequently measured at
fair value. Any resultant change in the fair value is recognised in the statement of
operations as unrealised gains or losses. Realised gains and losses from disposal of
securities are determined on an average cost basis.

Other Payables

Other payables are recognised for amounts to be paid in the future for services
received, whether billed by the provider or not. These are carried at amortised cost
which is the fair value of the consideration to be settled in the future.

Dividend Income Recognition

Dividend income from investments is recognised when the shareholders’ right to
receive payment has been established.
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MAKASEB QATAR EQUITY FUND

MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

(d)

(e)

®

SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

Foreign Currencies

Foreign currency transactions are recorded in United States Dollars at the
approximate rates of exchange prevailing at the time of the transactions. Assets and
liabilities denominated in foreign currency at the valuation date are translated at the
rates of exchange at that date.

The Fund isolates the portion of the results of operations resulting from changes in
foreign exchange rates on investments in securities from the fluctuations arising

from changes in market prices of investments in securities held.

Translation differences on monetary items are reported as part of the fair value gain
or loss in the statement of operations.

Expenses

All recurring expenses are accounted for on the accrual basis.

Expenses which are incidental to the disposal of an investment are deducted from
the disposal proceeds of the investment.

Cash and Cash Equivalents

Cash and cash equivalents are comprised of cash at a bank net of bank overdraft.
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MAKASEB QATAR EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF
ESTIMATION UNCERTAINITY:

In the application of the Fund’s accounting policies, which are described in note 3,
management is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the
revision affects both current and future periods.

Critical judgements in applying the Fund’s accounting policies

The following are the critical judgements, apart from those involving estimations (see
below), that management has made in the process of applying the entity’s accounting
policies and that have the most significant effect on the amounts recognised in financial
statements.

Classification of investments

Management has to decide upon acquisition of an investment whether it should be classified
as held to maturity, available for sale or investments at fair value through profit or loss. For
those deemed to be held to maturity, the Fund ensures that the requirements of IAS 39 are
met and in particular the Fund has the intention and ability to hold these to maturity. The
Fund classifies investments as carried at fair value through profit or loss if they are acquired
primarily for the purpose to be held for trading or upon initial recognition it is designated by
the Fund as at fair value through profit or loss. All other investments are classified as
available for sale.

Key sources of estimation uncertainty

There were no key assumptions concerning the future and other key sources of estimation
uncertainty at the balance sheet date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year.
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MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

(@

(b)

(©)

(d

(e)

)

FEES:

Management Fee

The Investment Manager is entitled to an annual Management Fee at a maximum
of 2% of the Net Asset Value (“NAV”) of the Fund for its services as Investment
Manager. The Management Fee is calculated and accrued on each valuation day
and is payable quarterly in arrears.

Performance Fee

The Investment Manager is also entitled to a Performance Fee of 10% per annum
of the appreciation in Net Asset Value which exceeds 10% per annum payable
semi-annually in arrears, subject to a “ngh Water Mark” as described in the
Prospectus of the Fund.

Administration Fee

Under the Administration Agreement, the Fund pays the Administrator an agreed
percentage of the NAV of the Fund (subject to a minimum of USD 60,000). The
Administration Fee is calculated and accrued on each valuation day and is payable
quarterly in arrears. The applicable rates depend on agreed thresholds and vary
from 0.14% to 0.28%.

Custody Fee

Under the Custody Agreement, the Fund pays the Custodian an agreed percentage
of the investments of the Fund. The Custody Fee is calculated and accrued on
each valuation day and is payable quarterly in arrears. The applicable rates
depend on agreed thresholds and vary from 0.125% to 0.20%.

Transaction Fee

Under the Administration Agreement, the Fund pays the Administrator USD 60
for each purchase and sale transaction pertaining to investments. The Fund also
pays the Administrator USD 45 for each redemption transaction where the value
of the redemption of units exceeds USD 100,000.

Registrar and Transfer Agent Fee

The Fund is responsible for the fees and expenses of the Registrar and Transfer
Agent. The registrar fee is BD 3 per subscription or redemption, subject to a
minimum annual fee of BD 4,500.
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MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

6. CASH AT BANKS:

Cash at banks consists of cash held in current accounts with Mashregbank psc, the

Investment Manager (Note 15).

7. SECURITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR

LOSS:

This caption is composed of the following:

December 31, 2008

Listed Shares

Change in
Cost Fair value Fair value

Usb UsSb USD
QAR - Banking 9,299,702 6,809,660 (2,490,042)
- Real Estate 1,011,462 688,060 ( 323,402)
- Industrial 2,099,969 1,532,827 ( 567,142)
- Services 3,667,839 2,703,620 ( 964,219)
16,078,972 11,734,167 (4,344,805)

~ December 31, 2007
Listed Shares

Change in
Cost Fair value Fair value

USD USD USD
QAR - Banking 18,427,603 18,753,047 325,444
- Real Estate 1,000,144 1,049,250 49,106
- Industrial 20,675,986 18,411,811 (2,264,175)
- Services 6,770,765 6,430,231 (340,534)
- Insurance 1,673,004 2,180,365 507,361

48,547,502 46,824,704
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MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

7. SECURITIES DESIGNATED AT FAIR VALUE THROUGH PROFIT OR
LOSS : (CONTINUED)

(a) Investments in listed shares are classified as securities designated at fair value
through profit or loss. These securities provide the Fund with the opportunity to
enhance the return on investment through trading gains. The fair value of these
securities is based on market prices, which may not necessarily represent realisable
value because of market illiquidity.

8. BANK OVERDRAFT:

The bank overdraft had been obtained from Mashregbank psc, the Investment Manager and
carries interest of EIBOR+0.5% per annum (Note 15). As of December 31, 2008, the bank
overdraft was nil.

9. ACCRUED EXPENSES AND OTHER PAYABLES:

2008 2007

UsD USD
Administration fees 8,645 29,830
Registrar fees 2,990 2,616
Transaction fees 1,440 1,385
Custody fees 6,070 20,141
Professional fees 5,463 4,908
24,608 58,880

10. DUE TO A RELATED PARTY:
2008 2007
USD USD

Due to:
Mashregbank psc. — Management fees 61,750 233,289
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MAKASEB QATAR EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31. 2008

11. CAPITAL:
The caption is composed of the following:
008
No. of units USD No.
Opening balance 5,433,126 59,653,235 5,
Subscriptions during the year 1,004,601 9,888,695

Redemptions during the year (4,517,555) (44,084,230) (1,

Ending balance 1,920,172 25,457,700 5,

12. INVESTMENT INCOME:

An analysis of the Fund’s investment income is as follows:

2008

USD
Dividend from listed shares 1,052,022
13. OTHER EXPENSES:

2008

USD
Advertisement -
Bank charges 223
Exchange loss 22,960
Miscellaneous 16,625

2007
of units USD
993,304 63,352,710
788,775 6,177,774
348,953) (9,877,249)
433,126 59,653,235
2007
SD
1,636,711
2007
SD
4,044
223
11,929
27,099
43,295
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MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

14. BUSINESS AND GEOGRAPHIC SEGMENTS:

The Directors are of the opinion that the Fund is engaged in a single segment of business,
being investments in equity securities issued by companies operating and generating
revenue in the Middle East Region, principally Qatar and therefore no further segmental
reporting has been provided.

15. RELATED PARTY TRANSACTIONS:
The Fund Company is a related party as it was incorporated to create the Fund.

Mashrebank psc, Dubai, the Investment Manager, is also the parent Company of the Fund
Company.

The following transactions occurred between the Fund and its related parties:

Amount Earned/ Amount Earned/

(Incurred) (Incurred)
Nature of 2008 2007
Related party Transactions USD JONID)
Mashregbank psc, Dubai Management fee (606,918) (776,422)
Interest expense (16,022) (2,957)

(a) During the year Mashreqbank psc, Dubai had not subscribed or redeemed the units in
this Fund.

(b) The following related parties owned units in the Fund:
No. of units held as at

Related party Nature of Relationship 2008 12007
Omar Bouhadiba Director of the Fund
Company 26,401.79 26,401.79
Nabeel Waheed Chairman/Director of the
Fund Company ' - 1,369.84

(c) Cash at banks consists of cash held in current accounts with Mashreqbank psc (Note
6).

(d) The bank overdraft had been obtained from Mashregbank psc (Note 8).
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MAKASEB QATAR EQUITY FUND
MANAMA — KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT:

Financial instruments consist of financial assets and financial liabilities.

Financial assets of the Fund include securities designated at fair value through profit or
loss and cash at bank.

Financial liabilities of the Fund include accrued expenses and other payables and due to
a related party.

Accounting policies for financial assets and liabilities are set out in Note 3.

The risk associated with financial instruments and the Fund's approaches to managing
such risks are:

16.1 CREDIT RISK AND CONCENTRATION OF CREDIT RISK

Credit risk is the risk that one party to a financial instrument will fail to discharge an
obligation and cause the other party to incur a financial loss.

Concentrations of credit risk arise when a number of counterparties are engaged in
similar business activities, 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 of credit risk indicate the relative sensitivity
of the Fund’s performance to developments affecting a partlcular industry or
geographical location.

To mitigate this risk, the Fund spreads its investments, to the extent possible, over
various types of counterparties and products consisting mainly of equity securities.
However, where concentration is inevitable, the Fund takes adequate precautions to
reduce this additional risk to acceptable levels.

The credit risk on liquid funds is limited because the counterparty is a bank with high
credit rating assigned by international rating agencies.
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MAKASEB QATAR EQUITY FUND
MANAMA - KINGDOM OF BAHRAIN

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2008

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT:

16.1 CREDIT RISK AND CONCENTRATION OF CREDIT RISK: (CONTINUED)
Exposure to credit risk

The management of the Fund believes that the carrying amount of financial assets
recorded in the financial statements represents the Fund’s maximum exposure to credit
risk. The maximum exposure to credit risk at the reporting date was:

Carrying amount

2008 2007
USD uUsD
Cash at banks 263,257 812,727
Securities designated at fair value through profit
or loss 11,734,167 46,824,704

11,997,424 47,637,431

Recorded financial assets have not been provided as collateral for any facilities.
16.2 LIQUIDITY RISK

Liquidity risk is the risk that the Fund will encounter difficulty in meeting obligations
associated with financial liabilities, it arises because of the possibility (which may often
be remote) that the entity could be required to pay its liabilities earlier than expected or
reimburse the unit holders as a result of market illiquidity.

The Fund manages liquidity risk by maintaining sufficient cash at bank or by obtaining
credit facilities from the banks.
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16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT:

16.2 LIQuUIDITY RiSK (CONTINUED)

The liquidity profile of financial liabilities reflects the projected cash flows over the life
of these financial liabilities. The liquidity profile of financial liabilities at December 31
was as follows:

Upto 3
. Months
2008 : UsD
Financial Liabilities
Accrued expenses and other payables 24,608
Due to a related party 61,750
86,358
Upto 3
Months
2007 UsSD
Financial Liabilities
Bank overdraft 322,846
Accrued expenses and other payables 58,880
Due to a related party 233,289
615,015

16.3 MARKET RISk

Market risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate as a result of changes in market prices.

The Fund’s activities expose it primarily to the financial risks of changes in interest rates,
foreign currency exchange rates and equity price.

The Fund’s market risk is managed through diversification of the investments portfolio
exposure. The Fund’s overall market positions are monitored on a daily basis by the
Investment Manager. :
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16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT: (CONTINUED)

16.3 MARKET RISK: (CONTINUED)

16.3.1 Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate due to changes in market interest rates.

The Fund is exposed to minimal risks associated with the effects of fluctuations in the
prevailing levels of market interest rates on its financial position and cash flows. The Fund
is exposed to interest rate risk in respect of its bank overdraft which was nil as of December
31, 2008.

The Investment Manager reviews the market analysis and expectations for interest rate
movements as the basis on which Investment Manager monitors and manages the interest
rate risk aspect and its impact on the Fund performance.

Interest rate sensitivity analysis

The sensitivity analysis below has been determined based on the exposure to interest rates
for the overdraft. For the overdraft which is subjected to a variable rate of interest , the
analysis is prepared assuming the amount of the overdraft at the balance sheet date was
outstanding for the whole year. An increase or decrease of 25 basis point is used when
reporting interest rate risk internally to key management personnel and represents
management’s assessment of the reasonably possible change in interest rates.

If interest rates had been 25 basis points higher/lower and all other variables were held
constant, the Fund’s income for the year would decrease/increase by USD Nil (2007: USD
807)

16.3.2 Currency Risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate due to changes in foreign exchange rates.

The Fund’s assets and liabilities are denominated primarily in Qatari Riyals, Bahraini
Dinars and United Arab Emirates Dirhams rather than United States Dollars, the
presentation currency. The Fund is not exposed to significant currency risk since the Qatari
Riyal, Bahraini Dinar and United Arab Emirates Dirham are effectively pegged to the US
Dollar.
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16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT: (CONTINUED)

16.3 MARKET RiSK: (CONTINUED)
16.3.2 Currency Risk: (Continued)

The carrying amounts of the Fund’s foreign currency denominated monetary assets and
monetary liabilities at the reporting date are as follows:

Assets Liabilities
2008 2007 2008 2007
- USD USD USD USD
QAR 11,997,206 47,637,431 _ -
AED 218 . ] 322,846
BD ] _ 8450  7.522
11,997,424 47,637,431 8.450 330,368

16.3.3 Equity Price Risk

Equity price risk is the risk that the fair values of equities decrease as the result of changes
in the levels of equity indices and the value of individual share prices. Equity price risk
arises from the change in fair values of equity investments. The Fund manages the risk
through diversification of investments in terms of geographical distribution, to the extent
permissible in the Prospectus, and industry concentration. As at the year ends, all the Fund’s
equity investment were in equities listed on the Doha Securities Market.

Equity price sensitivity analysis

The effect on statement of operations (as a result of a change in the fair value of securities
designated at fair value through profit or loss at the year ends) presented due to a reasonably
possible change in market indices which have been revised from 5% in 2007 to 10% for
2008 due to the volatility of the equity markets, with all other variables held constant, is as
follows:

2008 : 2007
Change in Effect on Change in Effect on
Market equity Statement of equity Statement of
price Operations price Operations
% USD % USD
Qatar +10 +1,173,417 +5 + 2,341,235

There would be an equal and opposite impact on the statement of operations, had there been
a decrease in equity prices by 10% (5% in 2007).
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17. FAIR VALUE OF FINANCIAL INSTRUMENTS:
Fair value is the amount for which an asset could be exchanged, or liability settled, between
knowledgeable, willing parties in an arm’s length transaction. Consequently, differences

may arise between the carrying values and the fair value estimates.

The Directors believe that the fair values of financial instruments, are not significantly
different from the carrying values included in the financial statements.

18. NET ASSET VALUE PER UNIT:

Net Asset Value
Net Asset Value  Number of Units Per Unit
USD in issue USD
As at December 31, 2008 11,911,066 1,920,172 6.20312
As at December 31, 2007 47,022,416 5,433,126 8.65476

The net asset value per unit is based on net assets and units outstanding at the year end.

19. NON-ADJUSTING EVENT AFTER THE STATEMENT OF ASSETS AND
LIABILITIES DATE:

Subsequent to December 31, 2008 and up to the date of approval of these financial
statements by the Board of Directors, there has been a significant decrease in the market
prices of securities designated at fair value through profit or loss and consequently the Net
Asset Value of the Fund. The Net Asset Value of the Fund and the fair value of the
securities designated at fair value through profit or loss as at January 25, 2009 amounts to
USD 8,355,411 and USD 8,196,795 respectively with the Net Asset Value per Unit being
USD 4.35139.



